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SENATORS 
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ASSEMBLYMEN 

JAMES  T.  ROGERS, 
ROBERT  LYNN  COX, 
WILLIAM  W.  WEMPLE, 
EZRA  P.  PRENTICE,  Secretary. 
JOHN  McKEOWN. 


COUNSEL 


CHARLES  E.  HUGHES, 
JAMES  McKEEN. 

Associate  Counsel 
MATTHEW  C.  FLEMING. 


ALDERMANIC    CHAMBER, 

City  Hall,  I^ew  York  City. 

September  29,  1905. 

The  Committee  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

MR.  HUGHES:  M.  Schitt",  will  you  take  the  stand? 

JACOB  H.  SCHIFF,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Schiff,  you  are  the  senior  member  of  Kuhn,  Loeb  & 
Company?     A.  I  am. 

Q.  Of  the  city  of  New  York?     A.  Yes. 

Q.  What  is  the  business  of  that  firm.  A.  Banking  business  — 
they  are  bankers. 

Q.  How  long  have  you  been  connected  with  it?  A.  Some  30 
years. 

Q.  When  did  you  first  become  connected  with  the  Equitable 
Life  Assurance  Society  in  an  official  way?  A.  As  far  as  1  can 
remember  I  became  a  director  in  the  latter  part  of  1893  or  early 
part  of  1894. 

Q.  Had  Kuhn,  Loeb  &  Company  prior  to  that  time  had  trans- 
actions with  the  Equitable  Society  ?  A.  Kuhn,  Loeb  &  Company 
had  been  dealing  with  the  Equitable  for  upward  of  a  quarter  of 
a  century. 

Q.  Had  Kuhn,  Loeb  &  Company  also  been  dealing  with  other 
insurance  companies  in  the  city  of  New  York?  A.  Yes,  in  the 
handling  of  trust  funds. 

Q.  At  the  time  you  became  a  director  of  the  Equitable  did  the 
question  of  the  propriety  of  your  becoming  such  director,  in  view 
of  the  transactions  of  Kuhn,  Loeb  &  Company  with  the  society, 
occur  to  you?     A.  It  did. 

Q.  Did  you  take  advice  upon  that  subject?  A.  We  took  advice 
from  counsel. 

Q.  With  reference  to  what?  A-  With  reference  to  the  ques- 
tion whether  our  dealings  with  the  Equitable  Life  should  continue 
in  the  same  manner  as  before,  after  I  became  a  director. 
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Q.  How  were  you  advised  upon  that?  A.  We  were  ad-vised, 
after  submitting  the  exact  nature  of  our  dealingSj  that  there  was 
nothing  in  the  way  oi  iny  beconiing  a  director  of  tHfe  Society. 

Q.  The  dealings  you  refer  to  were  dealings  of  sales  to  the  So- 
ciety and  I  suppose  from  time  to  time  purchases  from  the  Society? 
A.  That  is  correct. 

Q.  Prior  to  the  time  of  your  becoming  a  director  had  there  been 
any  syndicate  operations  in  which  Kuhn,  Loeb  &  Company  wero 
syndicate  managers  in  which  the  Equitable  Society  was  inter- 
ested?    A.  I  assuriie  so. 

Q.  Did  the  question  which  arose  in  your  mind  extend  to  those 
matters  as  well?  A.  It  did,  in  regard  to  all  our  dealings  with  the 
Society. 

Q.  How  long  were  you  a  director  of  the  Equitable  Life  Assur- 
ance Society  biefore  y6u  became  a  member  of  any  committee  of 
the  board?  A.  I  cannot  say  exactly,  but  I  believe  some  seven  or 
eight  years. 

Q.  So  that  it  was  about  five  years  ago  that  you  went  on  one  of 
the  committees?     A.  Something  like  that. 

Q.  And  that  was  the  Finance  Committee?  A.  And  that  wa." 
the  Finance  Committee. 

Q.  Were  you  ever  a  member  of  any  other  committee?  A.  I 
was  not. 

Q.  Prior  to  the  time  that  you  became  a  member  of  the  Finance 
Committee  and  while  you  were  simply  a  director  of  the  society, 
what  did  you  do  as  director?  A.  I  directed  as  much  as  under 
the  prevailing  usages  in  corporations  was  permitted  me  to  direct ; 
in  other  words,  I  went  to  the  meetings  of  the  society  when  they 
were  called,  I  listened  to  the  reports  as  submitted  by  the  executive 
officers,  and  I  voted  upon  the  same  and  I  gave  such  advice  as 
was  disked  of  me.  And  if  you  will  permit  me,  Mr.  Hughes,  to 
say  right  here,  because  I  suppose  it  will  come  up  later,  that  the 
system  of  directorship  in  great  corporations  of  the  city  of  !New 
York  is  Such  that  a  director  has  practically  no  power ;  he  is  con- 
sidered, in  many  instances,  and  I  may  say  in  most  instances,  as  a 
negligible  quantity  by  the  executive  officers  of  tbe  society ;  he  is 
asked  for  advice  wheii  it  suits  the  executive  officers,  and  if  under 
the  prevailing  system  an  executive  officer  wishes  to  do  wrong  or 
wishes  to  conceal  anything  from  his  directors  or  commit  irregu- 
larities slTch  as  have  been  disclosed  here,  the  director  is  entirely 
powerless,  he  can  only  be  used  in  an  advisory  capacity  and  can 
only  judge  of  such  things  as  are  submitted  to  him. 
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Q.  Of  what  use,  then,  are  directors  except  to,  comply  wjth  a 
formal  provision  of  the  law?  A.  I  think  that  is  a  very  proper 
question,  and  I  believe  they  are  of  very  little  use,  I  am  sorry  to 
say,  sir. 

Q.  You  have  found  that  to  be  the  case  in  the  Equitable  J-ife 
Assurance  Society  during  the  years  that  you  were  simply  a  di- 
rector?    A.  Yes. 

Q.  The  meetings  were  four  times  a  year  ?     A.  Yes. 

Q.  You  attended  those  meetings  and  heard  what  was  said  but 
very  likely  you  -would  have  no  first-hand  information  as  to  the 
matter?     A.  Yes. 

Q.  And  then  there  would  be  special  meetings  from  time  to  time 
at  which  you  would  hear  what  was  said  and  if  anybody  wanted 
your  advice  you  gave  it,  otherwise  you  kne^v  nothing  of  the  trans- 
actions personally  ?  A.  I  don't  want  to  say  —  I  gave  you  a  gen- 
eral view  —  I  don't  want  to  say,  hqwever,  that  I  did  not  give  my 
advice  unless  it  was  wanted,  Very  frequently  when  things  came 
up  upon  which  I  thought  I  should  give  advice,  even  if  not  asked, 
I  took  the  liberty  of  giving  such  advice  and  gave  it  sometimfs 
very  forcibly. 

Q.  That  is  when  questions  came  to  your  attention  where  you 
thought  your  advice  should  be  given  ?     A.  Yes. 

Q.  And  would  be  of  value?     A.  Yes. 

Q.  Of  course  the  management  of  the  affairs  of  the  Socie|:y  was 
in  the  hands  of  the  executive  officers,  the  usage  being  in  that 
Society  practically  what  you  have  said  it  is  generally  in  cqrpora- 
tions  ?     A.  That  is  correct. 

Q.  And  you  had  no  means  as  a  director  of  knowing,  what  the 
executive  officers  were  doing  unless  they  saw  fit  to  tell  you  ?  A. 
That  is  correct. 

Q.  And  these  executive  officers,  I  suppose,  were  assisted  in.  the 
transaction  of  their  duties  by  committees  formed:  from  the  board  ? 
A.  As  far  as  the  Equitable  is  concerned,  the  manageroent  of  the 
Society  was  practically  exclusively  in  the  hands  of  the  executive 
officers  and  the  Executive  Committee. 

Q.  Yes,  you  were  not  at  any  time  a  member  of  the  Executive 
Committee,  I  believe?  A.  I  was  asked  several  times  to  join  it 
and  T  declined  because  of  the  dealings  of  my  firm  with  the  so- 
ciety. 

Q.  "Well,  in  what  way  did  you  think  —  or  for  what  reason  did 
you  think  it  would  be  improper  for  you  to  act  as  a  member  of 
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the  Executive  Committee  on  account  of  tlie  relations  of  your 
firm  to  the  Society?  A.  Because  I  did  not  think  it  would  be 
proper  for  me  to  judge  and  give  decisions  upon  transactions 
which  my  firm  proposed  to  enter  with  the  Society  or  the  Society 
proposed  to  enter  with  my  firm. 

Q.  And  as  a  member  of  the  Executive  Committee,  charged 
under  the  by-laws  with  looking  after  investments,  it  would  be 
necessary  for  you  to  pass  upon  transactions  directly  with  your 
firm?    A.  It  would  have  to  be. 

Q.  And  that  you  thought  would  be  improper?     A.  Yes. 

Q.  And  you  still  think  so?    A.  Yes. 

Q.  Do  you  think  it  is  proper  for  an  officer  of  a  life  insur- 
ance company  to  pass  upon  transactions  between  the  Society 
and  his  firm?  A.  I  do  not  say  that  it  is  improper,  but  per- 
sonally I  have  thought  and  have  expressed  it  to  the  officers  of 
the  Society  who  have  asked  me  to  become  a  member  of  the 
Executive  Committee,  that  I  did  not  feel  that  I  could  judge  as  to 
transactions  which  might  come  up  between  myself  and  the  Equit- 
able Society. 

Q.  That  is  a  position  that  personally  you  would  not  care  to 
take?    A.  Yes. 

Q.  Now,  during  this  time  that  you  were  a  director  of  the 
Society  and  down  to  a  very  recent  period,  1  understand,  you 
were  qualified  by  shai'es  of  stock  transferred  to  you  by  Mr. 
Hyde  or  by  some  of  the  trustees?     A.  By  Mr.  Heqry  B.  Hyde. 

Q.  Stock  in  which  you  had  no  beneficial  ownership?  A.  That 
is  correct. 

Q.  The  certificates  being  retransferred  to  the  trustee  under 
Mr.  Hyde's  settlement?  A.  I  understand  it,  the  certificates 
stood  in  my  name,  they  were  endorsed  in  blank,  and  the  dividends 
were  paid  to  Mr.  Hyde,  who  was  the  owner.  I  was  under  th©  im- 
pression and  still  am  under  the  impression,  that  that  satisfies  the 
legal  requirements. 

Q.  But  when  I  say  that  you  had  no  beneficial  interest,  I  mean 
you  did  not  receive  dividends  nor  deemed  yourself  entitled  to 
dividends  upon  the  stock?  A.  'Eo,  that  is  correct,  except  I 
should  add  that  some  months  ago  when  -the  question  came  up 
was  the  said  form — or  did  such  a  holding  form  a  legal  quali- 
fication, I  went  into  the  market  and  bought  five  shares  of  stock, 
and  in  recent  months,  so  long  as  I  continued  a  director,  I  held 
five  shares  of  my  own  purchase. 
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Q.  That  purchase  to  ■whicli  you  refer  was  made  in  the  early 
part  of  1905?  A.  I  think,  as  far  as  I  remember,  it  was  in  the 
beginning  of  the  month  of  May,  1905. 

Q.  And  prior  to  that  ■  time  yonr  qualification  was  as  I  have 
stated?    A.  Yes. 

Q.  You  were  not  a  policyholder  in  the  company?  A.  I  am 
a  policyholder  now. 

Q.  I  know,  but  prior  to  that  time,  say  last  February?  A.  I 
was  not.  And  I  should  add  that  I  had  taken  out  no  life  insur- 
ance in  any  other  company  for  a  period,  I  think,  of  some  thirty 
years. 

Q.  You  were  in  no  different  position  from  that  occupied  by 
many  of  the  other  directors  of  the  Society  so  far  as  your  quali- 
fication is  concerned?    A.  So  far  as  I  know,  I  was  not. 

Q.  But  as  a  matter  of  fact,  you  held  your  position  as  director 
solely  at  the  request  of  Mr.  Hyde?  A.  I  think  when  I  became 
a  director  I  was  asked  by  a  number  of  other  directors  to  join 
and  it  was  not  exclusively  by  Mr.  Hyde — Henry  B.  Hyde. 

Q.  If  Mr.  Henry  B.  Hyde,  as  the  owner  of  the  stock  originally 
or  those  who  succeeded  to  his  interest  had  at  any  time  expressed 
a  desire  that  you  should  have  resigned,  you  would  of  course 
have  complied  with  it?  A.  I  am  not  so  certain  of  that.  I  could 
at  any  time  have  gone  into  the  market  and  bought  five  shares  of 
stock  and  continued  until  by  a  majority  vote  I  was  turned  out, 
and  I  don't  think  that  at  the  dictation  of  a  single  man  I  would 
have  resigned. 

Q.  Of  course  in  this  case  the  dictation  of  a  single  man  con- 
trolling the  majority  of  the  stock — that  was  the  point  of  my 
question.  A.  That  was  Mr.  Hyde,  but  I  want  to  emphasize  that 
I  do  not  think  at  his  dictation  I  would  have  resigned. 

Q.  But  if  you  would  not  have  resigned,  of  course  he  could  have 
prevented  your  re-election  ?     A.  He  could  have  put  me  out. 

Q.  The  same  obtained  in  the  Equitable  as  obtained  in  all  stock 
corporations,  the  control  of  the  majority  of  the  stock  absolutely 
dominated  the  directors?     A.  Yes. 

Q.  And  through  that  the  appointment  of  the  executive  officers 
and  the  management  of  the  Society?  A.  That  is  correct.  But 
I  want  to  add  that  there  is  a  great  difference  between  resigning 
at  the  dictation  of  a  man  or  to  keep  your  independence  and  bo 
put  out. 

Q.  And  a  man  would  even  prefer  to  be  put  otit  than  go  volun- 
tarily, that  is,  of  course,  than  to  resign  ?     A.  Yes. 
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Q.  Then  you,  in  1900,  became  a  member  of  the  Finance  Com- 
mittee?    A.  I  don't  remember  whether  it  was  exactly  1900 

Q.  Well,  about?     A.  We  will  call  it  about  that. 

Q.  What  did  you  have  to  do  as  a  member  of  the  Finance 
Committee  ?  A.  I  was  asked  to  become  a  member  of  the  Financ(^ 
Committee  so  as  to  give  my  judgment  on  securities  purchased 
by  the  Society,  so  that  the  officers  of  the  Society  and  members 
of  the  Executive  Committee  should  be  free  to  advise  with  me  as 
to  the  securities  the  Society  intended  to  purchase  or  had  puv- 
chased. 

Q.  They  were  already  free  to  advise  with  you,  were  they  not  ? 
A.  They  probably  felt  that  as  a  member  of  the  Finance  Com- 
mittee I  could  follow  more  closely  the  investments  of  the  society 
and  that  they  could  better  advise  with  me  as  to  tilings  that  shoul:! 
be  sold  and  replaced  by  others,  and  investments  that  should  ba 
acquired. 

Q.  It  was  to  establish  a  closer  relation  ?  A.  As  far  as  the 
quality  of  investments  was  concerned. 

Q.  Yes.  Well,  now,  you  have  said  that  yoii  had  some  ques- 
tion as  to  the  propriety  of  one  in  your  position  becoming  a 
member  of  the  Executive  Committee?    A.  Yes. 

Q.  Did  not  that  question  also  ccme  into  your  mind  in  con- 
nection with  your  becoming  a  member  of  the  Finance  Committee  ? 
A.  It  did  not,  and  for  this  reason,  that  the  Finance  Committee 
in  the  Equitable  Society  does  not  decide  the  purchase  or  sa,le  of  any 
securities.  The  Finance  Committee  meets  once  a  month,  and  has 
before  it  a  report  of  what  has  been  done,  not  what  is  going  to  be 
done.  It  is  a  record  of  purchases  and  sales  of  securities  that  came 
before  the  Finance  Committee,  securities  that  had  actually  been 
purchased  and  paid  for  and  sold  and  payment  received.  All  the 
Finance  Committee  can  do  then  is  to  say  this  ought  not  to  have 
been  done,  this  is  not  a  proper  investment  for  the  society,  and  in 
such  case  it  can  only  be  undone  by  resale  or  a  repurchase  of 
securities.  Otherwise,  the  action  of  the  Finance  Committee  bas 
only  been  perfunctory. 

Q.  And  of  what  value  then  could  your  advice  be  as  a,  member 
of  a  Finance  Committee  with  regard  to  investments?  A.  It 
could  be  just  the  same  value  as  the  judgment  of  a  higher  court  or 
of  a  court  of  advisors.  The  Equitable  Society  buys  a  great  many 
securities.  Sometimes  the  Executive  Committee  may  not  have 
had  all  knowledge  regarding  such  securities  and  may  have  con- 
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sidered  them  as  a  proper  investment,  and  still  my  experience 
might  have  said:  No,  it  is  better  that  the  society  should  not  have 
such  and  snch  an  investment,  and  then  I  would  have  said,  as  has 
happened — not  in  many  instances,  because  I  must  do  justice  to 
the  Executive  Committee  that  they  are  very  careful  in  what  they 
purchased — then  I  would  have  said  we  ought  not  to  hold  this,  and 
without  hesitation,  it  would  have  been  sold.  This  happened  iu 
very  exceptional  instances, 

Q.  How  many  times  do  you  suppose  that  happened  during  the 
four  or  five  years  that  you  were  a  member  of  the  Committee  ?  A. 
I  cannot  now  remember. 

Q.  Half  a  dozen  times?  A.  I  cannot  now  remember.  I  re- 
member one  or  two  instances  —  I  don't  remember  the  security. 
I  think  I  remember  two  or  three  instances,  when  I  said :  "  These 
securities  we  ought  not  to  have  bought,"  and  T  was  sure  they 
could  be  resold,  and  they  were  resold. 

Q.  With  the  exception  of  those  cases,  do  I  understand  that  all 
you  did  as  a  member  of  the  Finance  Committee  was  to  hear  a 
statement  of  what  had  been  done  and  approve  it?  A.  I  had  no 
choice  to  do  anything  else. 

Q.  Yes,  and  that  was  all  it  was.  Perhaps  I  misunderstood  you 
a  moment  ago,  but  I  gathered  from  what  you  said  that  you  went 
into  the  Finance  Committee  to  be  in  a  position  where  you  could 
advise  regarding  investments,  and  I  understood  from  what  you 
said,  that  it  might  mean  about  investments  that  were  in  contem- 
[)lation?    A.  ISTo,  sir. 

Q.  Was  I  in  error  about  that?  A.  You  were  in  error  about 
that, 

Q.  You  were  there  only  that  you  might  be  in  a  position  to 
hear  what  had  been  done?    A.  Yes. 

Q.  AVell,  it  wasn't  of  much  importance,  was  it,  that  you  should 
do  that?  A.  It  was  not  especially,  as  I  believe  I  was  the  only 
member  of  the  Finance  Committee  for  a  considerable  time  —  I 
believe  for  a  time  Mr.  Cornelius  N.  Bliss  and  I  were  the  only 
members  of  the  Finance  Committee  who  were  not  members  of  the 
Executive  Committee,  and  afterwards  Mr.  Bliss  resigned  and  I 
remained  the  only  member  of  that  Committee  who  was  not  a 
member  of  the  Executive  Committee  and  I  called  attention  to  it. 
I  said,  practically  the  Finance  Committee  was  only  sitting  in 
judgment  upon  itself,  and  that  ought  to  be  changed,  and  that  the 
Executive  Committee  ought  to  report  directly  to  the  Board.  That 
was  not  done. 
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Q.  Was  it  a  surprise  to  you  to  find  that  your  duties  as  a  mem- 
ber of  the  Finance  Committee  were  so  perfunctory?  A.  I  cannot 
say  that  is  was  a  surprise  to  me,  because  when  I  became  a  member 
of  the  Finance  Committee  I  read  the  by-laws  and  endeavored 
to  find  out  what  were  the  duties  of  the  Finance  Committee  and 
I  found  that  they  were  to  determine  the  periods  of  the  meetings 
of  the  society,  which  it  did;  that  it  was  to  determine  such  matters 
as  were  brought  before  it  by  the  Executive  Committee,  and  that  it 
should  have  supervision  over  the  accounts  of  the  society.  But 
this  supervision  over  the  accounts  of  the  society  was  delegated  to 
a  separate  committee,  the  Auditing  Committee,  and  which  re- 
ported direct  to  the  board.  So  such  functions  which  the  by-laws 
provided  for  the  Finance  Committee  were  practically  taken  out  of 
its  hands  by  the  board  itself,  and  committed  to  another  com- 
mittee, so  that  the  only  thing  for  the  Finance  Committee,  as  I 
have  stated,  was  the  fixing  of  the  dates  at  which  the  directors 
should  meet,  and  other  minor  matters,  and  supervision  of  the  in- 
vestments, already  made. 

Q.  The  by-law  to  which  you  refer,  defining  the  duties  of  the 
Finance  Committee  is  by-law  19,  is  it  not  ?    A.  Yes,  sir. 

MK.  HUGHES:  I  Avill  read  that  upon  the  record: 

"  Section  19  of  the  by-laws: 

"  The  Finance  Committee  shall  consist  of  ten  directors  and  the 
president,  six  of  whom  shall  be  a  quorum,  and  shall  superintend 
the  making  of  investments  by  the  Executive  Committee,  who  shall 
report  to  the  Finance  Committee  at  each  meeting  the  investments 
made  in  the  interval,  and  the  Finance  Committee  may  direct  the 
change  of  investments  or  securities.  The  Finance  Committee 
shall  also  superintend  the  manner  in  which  the  accounts  of  the 
society  shall  be  kept,  and  all  matters  cornected  with  the  finances 
and  expenses  of  the  society  and  may  itself,  or  through  the  Exec- 
utive Committee,  or  through  such  persons  as  it  may  designate, 
audit  all  bills  and  examine  and  check  the  cash  payments  with  the 
vouchers." 

Q.  Now,  do  I  understand  you  to  say  that  the  board  deprived 
the  Finance  Committee  of  any  of  its  functions  under  that  article 
in  effect  ?  A.  As  I  understand,  they  gave  the  duties  to  the  Audit 
Committee,  and  as  the  Audit  Committee  reported  direct  to  the 
board  there  was  no  use  of  the  Finance  Committee  to  do  it  too. 
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And  I  -wfliit  to  add  here,,  in  large  corporations  these  matters  are 
regulated  to  a  great  extent  by  custom,  that  is,  for  the  Executive 
Committee  or  Executive  OfficeTs  to  bring  before  the  committee 
what  it  is  intended  that  they  should  act  upon.  And  when  I  was  a 
member  of  the  Finance  Committee,  or  when  I  became  a  member 
of  the  Finance  Committee,  the  society,  as  much  as  I  know,  had 
c'cted  under  the  same  by-laws  for  a  long  number  of  years  and  the 
custom  of  what  the  Finance  Committee  had  to  do  was  well  estab- 
lished. 

Q.  When  you  refer  to  the  Auditing  Committee,  do  you  mean 
tlie  Committee  on  Accounts  referred  to  in  By-law  23?     A.  I  do. 

MR.  HUGHES:    I  will  read  that  upon  the  record: 

Section  23: 

"  The  Committee  on  Accounts  shall  consist  of  five  directors, 
two  of  whom  shall  constitute  a  quorum,  who  shall  examine  and 
audit  all  accounts,  receipts,  and  payments  not  audited  by  the  Com- 
mittee on  Finance  or  under  its  direction." 

Q.  You  will  understand  from  that,  will  you  not,  that  the  Com- 
inittee  on  Finance  under  these  by-laws,  and  apart  from  the  cus- 
tom that  had  grown  up,  which  you  describe,  had  full  authority  to 
supervise  the  accounts  of  the  society?  A.  It  appears  under  the 
by-laws  that  is  correct.  But,  as  I  repeat,  it  was  the  custom  as 
the  Committee  on  Accounts  reported  direct  to  the  Board  of 
Directors  of  the  society,  made  a  written  report  at  stated  times, 
that  the  Committee  on  Finance  action  was  not  considered  neces- 
sary any  further. 

Q,  Did  you  serve  at  all  on  the  Committee  on  Accounts?  A.  I 
did  not. 

Q.  Do  you  know  who  constituted  the  Committee  on  Accounts 
for  the  last  few  years?  A.  I  do  not  remember,  but  I  know  that 
they  were  very  eminent  directors  of  the  society. 

Q.  I  am  handed  a  list  of  five.  Will  you  kindly  see  if  you  recog- 
nize those  names  as  the  names  of  the  Committee  on  Accounts  for 
some  years  at  least  (handing  paper  to  witness)?  A.  I  cannot 
remember  whether  it  is  correct.  I  suppose  since  it  was  handed 
to  you  it  must  be  correct. 

Q.  Well,  it  was  handed  to  me  by  one  of  the  oiHcers  of  the  so- 
ciety, subject  to  correction  in  case  it  appears  to  be  erroneous. 
A.  I  can't  vouch  for  its  being  correct. 

Q.  I  will  read  it  upon  the  record:    William  Alexander,  T.  D. 
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Jordan,  C.  B.  Alexander,  V.  P.  Siiyder,  and  W.  H.  Mclntyre. 
USTow,  when  you  first  ^erit  on  the  Finance  Committee  you  exam- 
ined the  hy-laws,  as  I  understand  it,  to  seie  what  your  duties  were. 
Did  y6u  take  up  the  question  of  the  propriety  of  this  custom  of 
leaving  the  matter  to  the  Committee  on  Accounts^     A.  I  did  not. 

Q.  Do  I  understand  that  it  is  frequently  thfe  case  that  the  by- 
laws are  disregarded  by  customs  which  spring  up?  A.  It  is  diffi- 
cult to  answer  for  othfers.  Apparently  in  the  Equitable  they  have 
been  disregarded, 

Q.  In  the  Equitable  that  has  been  the  case?     A.  Yes,  sir. 

Q.  My  attention  is  called  by  one  of  the  officers  of  the  society 
to  the  fact  that  two  members  of  the  Finance  Committee  regularly 
reported  to  the  Finance  Committee  that  bills  against  the  society 
had  been  examined  and  the  cash  payments  had  been  checked  with 
the  vouchers,  which  would  seem  to  indicate  that  the  FinancB 
Committee  did,  through  some  of  its  members,  attempt  a  supervi- 
sion of  the  accounts  of  the  society.  Do  you  recall  that?  A.  I 
cannot  recall. 

Q.  I  have  here,  for  example,  the  minutes  of  the  Finance  Com- 
mittee on  Monday,  January  4,  1904,  at  which  it  appears  there 
were  present:  Messrs.  Wheelock,  Schiff,  Squire,  Jordan,  Bald- 
win, Deming,  the  president,  vice-president  and  secretary  of  the 
committee. 

"  The  minutes  of  the  last  meeting  were  read  and  approved. 
The  purchase  of  securities  to  the  amount  of  $3,109,'700  and  tho 
sale  of  securities  to  the  amount  of  $2,122,200  were  reported  and 
were  approved  as  recorded  in  the  security  register.  Applications 
for  loans  upon  mortgage  were  submitted  to  the  amount  of  $1,108,- 
000  and  were  approved  to  the  amount  of  $970,000,  as  recorded 
in  the  Bond  &  Mortgage  Kegister.  The  following  report  dated 
December  31,  1903,  was  submitted  to  the  committee; 

"  '  The  Finance  Committee: 

" '  Gentlemen: 

" '  The  undersigned  would  report  that  in  accordance  with  the 
designation  of  the  committee  under  section  19  of  the  by-laws  of 
the  society,  they  have  examined  all  bills  against  the  society  and 
have  checked  the  cash  payments  with  the  vouchers. 

" '  Kespectf  uUy, 

" '  William  H.  Mclntyre,  Fourth  Vice-President. 
"'Thomas  D.  Jordan,  Comptroller.' 
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"  On  motion  resolved  that  the  next  meeting  of  the  directors  be 
held  —  " 

Q.  That  is  a  separate  matter,  I  guess,  is  it  not? 

ME.  WINTHROP:     Yes,  that  is  separate. 

THE  WITNESS:     I  suppose  that  is  correct. 

Q.  Now,  refreshing  your  memory  by  that  you  would  be  able  to 
say  that  the  Finance  Committee  annually  appointed  two  of  its 
members  to  make  an  audit  and  to  report  to  the  committee,  and 
that  report  was  duly  submitted  ?  A.  The  chairman  of  the  Finance 
Committee  makes  these  appointments,  not  the  Finance  Committee. 

Q.  I  see.  This  report  ef  Mr.  Mclntyre  and  Mr.  Jordan  refers 
to  a  designation  of  the  committee.  Yoii  think  that  was  a  desig- 
nation of  the  committee  through  the  action  of  its  chairman  ?  A. 
I  have  no  doubt  of  that. 

Q.  The  reason  that  I  ask  these  questions  is  quite  obvious.  We 
have  had  here  a  state  of  affairs  disclosed  by  the  testimony  with 
reference  to  the  accounts  of  the  Equitable  Society  with  which 
probably  the  published  reports  have  made  jon  familiar.  We  find 
accounts,  for  example,  kept  in  the  names  of  other  parties,  there 
are  some  funds  apparently  belonging  to  the  society  not  accounted 
for,  and  I  want  to  know  just  what  actual  supervision  there,  was 
of  this  matter  and  how  far  the  by-laws  of  the  society  were  com- 
plied with.  Now  I  understand  that  the  fact  of  the  matter  was  that 
the  executive  officers  had  full  charge,  that  the  Finance  Committee 
met  and  considered  investments  after  they  had  been  made?  A. 
That  is  correct. 

Q.  And  dealt  with  the  sales  of  securities  by  way  of  approval 
after  they  had  been  completed?  A.  That  is  certainly  provided 
for  in  the  by-laws,  and  on  the  committees  they  could  do  nothing 
else. 

Q.  And  that  with  reference  to  this  important  power  of  super- 
vision of  accounts  of  the  society  which,  under  the  by-laws,  was 
lodged  in  the  Finance  Committee,  the  committee  did  nothing  but 
have  two  of  the  executive  officers  themselves  report  to  the  Fi- 
nance Committee  that  everything  was  all  right  ?  A.  The  auditing 
committee  attended  to  it,  and  this  sub-committee  of  the  Finance 
Committee,  as  you  have  read  to  me  yourself.  And  as  the  suppo- 
sition is,  Mr.  Hughes,  that  important  officials  are  honest  men, 
the  members  of  the  Finance  Committee  assumed  that  they  were 
acting  honestly. 
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Q.  Of  course,  checks  are  entirely  unnecessary  if  all  men  act, 
honestly.  A.  These  checks  were  put  in  the  hands  of  these 
selected  agents,  the  Auditing  Committee,  and  the;  committee 
appointed  by  the  chairman.  In  every  company  the  chairman  of 
a  committee  appoints,  as  you  know,  the  sub-committee,  and  you 
cannot  suppose  that  men  follow  irregular  practices.  I  would 
rather  go  through  this  world  and  believe  every  man  honest  until 
I  found  out  that  he  has  been  dishonest  than  to  go  through  this 
world  and  suppose  every  man  is  dishonest  until  I  find  out  he  is 
honest.  That  has  been  my  practice  as  a  director  of  the  Equitable 
Society. 

Q.  Now,  from  the  facts  that  have  come  to  notice  is  it  your 
opinion  as  a  citizen  that  there  should  be  a  closer  supervision  of 
the  action  of  executive  officers  of  insurance  companies?  A.  INo 
doubt  about  it.  But  no  law  which  you  may  frame  and  which 
the  Legislature  may  enact,  no  law,  however  close  it  may  be,  will 
protect  you  against  dishonest  actions  of  dishonest  methods. 

Q.  Well,  do  you  think  it  is  entirely  hopeless  to  endeavor  to 
have  supervision  of  the  actions  of  executive  officers  and  a  con- 
dition of  things  in  which  they  wUl  be  actually  responsible  and 
held  accountable  ?  A.  This  State  pays  a  superintendent  of  insur- 
ance, he  has  a  very  high  position,  and  he  is  supposed  to  have  a 
set  of  accountants.  Do  you  expect  every  director  or  every  mem- 
ber of  a  conmiittee,  be  it  the  Finance  Committee  or  a  similar  com- 
mittee, to  have  a  set  of  accountants  at  his  disposal  and  go  into 
the  accounts  of  the  society,  whatever  it  may  be,  be  it  life  insur- 
ance or  bank  or  trust  company?  Do  you  expect  him  to  do  that? 
If  you  do  you  won't  find  a  respectable  director  in  the  city  of 
New  York  willing  to  become  a  member  of  the  board  of  an_7 
Society. 

Q.  Now,  let  us  see  just  what  the  practice  is  that  actually  ob- 
tains. Do  I  understand,  for  example,  that  in  the  case  of  the 
Equitable  that  the  actions  of  the  executive  officers  were  left  ex- 
clusively to  audit  by  the  executive  officers?  A.  I  do  not  now 
remember  who  the  sub-committees  were.  You  say  they  were 
executive  officers  and  I  take  your  word  for  it,  but  these  were 
executive  directors. 

Q.  I  find  there  that  they  were  Mr.  Mclntyre  and  Mr.  Jordan. 
A.  I  suppose  they  were,  who  appointed  them? 

Q.  Well,  who  was  the  chairman?  A.  Who  was  the  chairman 
of  the  Executive  Committee  ?     I  don't  know  who  was  the  chair- 
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man.  I  believe  Mr.  Hyde,  and  I  believe  the  chairman  of  the 
Finance  Committee  of  late  is  —  I  don't  know  whom  it  was.  I 
think  it  was  Mr.  Hyde  also.  It  was  all  Hyde;  all  Hyde  and 
Alexander. 

Q.  "Well,  that  gives  point  to  my  question.  Now,  a  moment 
ago  yoH  were  referring  to  a  committee  on  accounts  representing 
the  Board  of  Directors,  reporting,  as  I  understood  'j'ou,  to  the 
Board  of  Directors  and  consisting  of  very  estimable  gentlemen? 
A.  Yes. 

Q.  Now,  did  those  gentlemen  act  in  supervising  the  accounts 
through  some  sub-committee  composed  of  the  executive  officers 
themselves?  A.  Yes,  because  the  chairman  had  the  right,  it  was 
his  privilege  to  appoint  them,  and  he  appointed  his  men.  The 
committee  had  nothing  to  say  about  it.  You  might  as  well  go 
immediately  to  the  very  bottom  of  the  whole  question,  of  tho 
whole  system.  You  said  before  Mr.  Hyde  had  a  majority  of 
the  stock.  You  might  say  to  the  directors,  you  made  a  mistake 
to  become  directors  of  the  Equitable,  and  we  did.  We  all  learn 
by  experience.  And  I  don't  think  I  will  go  in  the  same  system 
again,  or  be  subjected  to  the  consequences  of  the  same  system. 

Q.  Why  do  you  say  that?  Why  did  they  make  a  mistake? 
A.  They  made  a  mistake  that  they  became  members  of  a  society 
that  was  not  only  by  custom,  but  actually  at  the  mercy  of  one 
man. 

Q.  Then  you  do,  not  think  that  it  is  a  good  thing  for  an  in- 
surance company  or  the  management  of  an  insurance  company  to 
be  at  the  mercy  of  one  man?  A.  I  don't  think  it  is  a  good  thing 
for  any  corporation  to  be  at  the  mercy  of  one  man. 

Q.  Then  do  you  think  that  the  power  which  must  necessarily 
be  lodged  with  some  executive  in  order  to  have  efficient  manage- 
ment should  be  subject  to  some  restriction  and  supervision  ?  A.  I 
think  so,  most  decidedly. 

Q.  On  a  higher  scale,  I  suppose,  you  would  desire  to  see  the 
business  of  a  great  insurance  company  Jooked  after  as  closely  as 
you  would  the  business  of  your  banking  firm?  A.  That  is  cor- 
rect. 

Q.  And  you  would  desire  to  see  those  that  have  the  manage- 
ment of  the  finances  of  insurance  corporations  held  as  strictly 
to  accountability  as  you  would  hold  your  cashiers  and  other  per- 
sons who  handle  the  moneys  of  your  firm?  A.  The  executive 
officers,  yes. 
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Q.  Yes.  A.  Those  who  have  the  facilities  look  after  the 
finances. 

Q.  Yes.  In  other  words,  you  do  not  believe  in  irresponsible 
powers  ?     A.  You  are  correct. 

Q.  And  that  has  been  the  vice  of  this  insurance  situation  in 
your  judgrneat,  has  it  not?     A.  To  a  great  extent. 

Q.  Now  you  have  explained  very  fully  and  frankly  the  manner 
in  which  the  management  of  the  Equitable  Society  was  con- 
ducted  .     A.  As  far  as  I  know. 

Q.  Did  you  ever  hear  during  your  connection  with  the  Society 
that  there  was  an  account  of  George  H.  Squire,  trustee  ?  A.  I 
did  not. 

Q.  Or  an  account  known  as  the  J.  W.  Alexander  No.  3  ac- 
count ?     A.  I  did  not. 

Q.  Or  an  account  known  as  the  Alexander  and  Jordan  ac- 
count ?     A.  I  did  not. 

Q.  Or  an  account  known  as  the  Marcellus  Hartley  account  ? 
A.  I  did  not. 

Q.  Or  an  account  known  as  the  Louis  M.  Bailey  account?  A.  I 
did  not. 

Q.  Was  it  ever  brought  to  your  attention  while  you  were 
in  the  Finance  Committee  of  the  Society  or  -on  the  Board  of  Di- 
rectors that  any  funds  from  the  Society  were  carried  in  accountts 
not  under  its  name?     A.  It  was  not. 
j     Q.  You  never  heard  of  that  in  any  way  ?     A.  In  no  way. 

Q.  I  notice  that  this  by-law  speaks  of  a  supervision  by  the 
Finance  Committee  over  expenditures  of  the  Society  which,  I 
assume,  would  mean  a  very  general  supervision  if  any;  but  in 
the  course  of  such  supervision  did  you  ever  become  acquainted 
with  any  payments  made  for  the  Equitable  Society  for  the  pur- 
poses of  £uding  a  political  party  in  its  campaign  ?     A.  I  did  not. 

Q.  Never  heard  of  anything  of  the  kind  ?     A.  I  did  not. 

Q.  That  never  came  under  your  attention  as  a  member  of  the 
committee  of- course  or  you  would  have  heard  it?     A.  No. 

Q.  Nothing  of  the  sort?  A.  It  did  not  except  at  the  close — 
long  after  the  last  election  I  was  informed  by  Mr.  Bliss  that 
Mr.  Hyde  had  made  a  contribution  to  the  Republican  campaign 
fund,  but  it  was  not  stated  whether  it  was  on  his  own  account  or 
for  the  account  of  the  Society,  and  as  far  as  I  know  it  was  not 
for  the  account  of  the  Society. 

Q.  Did  you  take  any  measures  to  ascertain  whether  or  not  t\\n 
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funds  of  the  Society  had  been  used?     A.  I  assumed  that  they 
had  not  been  so  lised. 

Q.  Did  you  ask  Mr.  Bliss  as  to  that?     A.  I  did  not. 

Q.  Or  Mr.  Hyde?     A.  I  did  not. 

Q.  You  saw  Mr.  Hyde  from  time  to  time?  A.  Of  late  months 
1  have  seen  very  little  of  him. 

Q.  I  mean,  of  course,  when  this  occurred  last  fall  —  I  under- 
stand this  was  some  time  ago  that  you  learned  this  from  Mr. 
Bliss,  was  it  not?  A.  It  was,  I  suppose,  some  seven  or  eight 
months  ago. 

Q.  Well,  at  that  time  you  were  seeing  Mr.  Hyde  frequently? 
A.  No,  I  was  not. 

Q.  Did  you  know  of  a  contribution  by  the  Equitable  Society  in 
1900  to  any A.  By  whom? 

Q.  By  the  Equitable  Society,  in  1900,  to  any  campaign  fund? 
A.  In  no  way. 

Q.  Was  not  the  matter  up  in  1896?     A.  I  don't  know. 
Q.  It  did  not  come  to  your  attention?     A.  I  was  not  a  member 
of  the  Finance  Committee  then. 

Q.  ITo,  but  as  a  member  of  the  board,  or  connected  with  the 
society?     A.  No,  it  did  not. 

Q.  Have  you  heard  of  any  moneys  being  placed  in  the  hand? 
of  any  person  for  use  in  connection  with  legislation?  A.  I  did 
not.     I  never  heard  of  it. 

Q.  ISTow  I  understand  from  your  statement  that  all  these  thing? 
might  have  been  done  without  you  knowing  anything  about  it? 
A.  That  is  perfectly  correct. 

Q.  That  you  as  a  member  of  the  Finance  Committee  would  not 
be  in  a  way  to  ascertain  how  the  moneys  of  the  society  were  actu- 
ally used  by  the  executive  officers  unless  they  told  you?  A.  T 
would  not  have  been,  and  I  want  to  say  again  that  the  executive 
committee,  who  consisted  of  some  at  least  of  the  executive  offi- 
cers had  the  primary  supervision  and  anything  they  did  not  choose 
to  report  to  the  Finance  Committee,  the  Finance  Committee  could 
not  have  known  except  if  a  member  of  the  Finance  Committee 
who  might  have  wished  to  know  would  have  set  his  own  account- 
ant upon  the  books  of  the  society. 

Q.  Was  it  ever  suggested  while  you  were  a  member  of  the 
Finance  Committee  that  it  would  be  a  good  thing  to  have  the 
books  of  the  society  audited  by  independent  accountants?  A- 
The  society  itself  has  an  Accounting  Department  which  has  been 
built  up  since  many  years  and  was  supposed  to  be  one  of  the  best 
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in  existence,  and  it  would  have  looked  like  carrying  coals  to 
Newcastle  to  ask  a  small  accounting  firm  or  expert  accountants  — 
and  it  was  supposed  that  expert  accountants  were  in  comparison 
with  the  accounting  department  of  the  Equitable  Society  mere 
pigmies  —  to  audit  the  accounts  of  the  Equitable  Life  Assurance 
Society. 

Q.  And  these  various  persons  who  were  in  the  Accounting  De- 
partment of  the  Equitable  I  suppose  in  effect  held  their  position? 
at  the  sufferance  of  the  owner  of  the  stock?  A.  I  suppose  they 
held  their  positions  at  the  sufferance  of  the  Executive  Committee. 

Q.  And  the  members  of  the  Executive  Committee  hold  their 
positions  at  the  sufferance  of  the  owner  of  the  stock?  A.  I  sup- 
pose they  hold  their  positions  at  the  sufferance  of  the  Board  of 
Directors. 

Q.  And  that  is  one  remove  further  and  then  we  come  to  the 
owner  of  the  stock?     A.  Yes. 

Q.  I  asked  you  to  produce  a  statement  of  the  sales  made  by 
Kuhn,  Loeb  &  Company  to  the  Equitable  Life  Assurance  Society 
during  the  time  that  you  were  a  director  of  the  society.  Have 
you  prepared  such  a  statement? 

(Paper  produced.) 

^  This  list  is  produced  and  I  understand  it  to  be  correct  ?  A. 
It  lias  been  made  up  in  our  Accounting  Department. 

ME.  HUGHES.     I  will  have  it  marked  for  identification.  • 

(The  paper  was  marked  Exhibit  218  for  identification.) 

Q.  Now,  do  I  understand  that  in  any  of  these  cases  of  pur- 
chases by  the  Equitable  from  your  firm  you  have  advised  the  pur- 
chase? A.  Not  in  a  single  case,  except  as  a  member  of  the  Fi- 
nance Committee,  when  it  came  before  me  as  a  closed  transaction. 
And  I  want  to  say  here,  right  off,  that  when  transactions  of  the 
Executive  Committee  were  reported  to  the  Finance  Committee 
— they  were  simply  reported  as  such  and  such  had  been  done, 
for  instance,  a  hundred  thousand  bonds  of  this  character 
have  been  bought  at  such  and  such  a  price.  The  names  of  the 
persons  from  whom  these  bonds  were  bought  or  to  whom  they 
were  sold  was  never  reported,  not  until  some  months  ago,  until  J 
insisted  that  it  should  be  done. 

Q.  Well,  you  mean  that  in  cases  where  purchases  had  been 
made  from  Kuhn,  Loeb  &  Company,  that  they  would  not  be  rec- 
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ognized  by  you  when  they  were  read?  A.  I  might  or  I  might  not 
have  recognized  them,  but  there  was  such  a  lot  reported.  The 
modus  operandi  was-  this :  The  members  of  the  "Finance  Commit- 
tee met  once  a  month.  The  secretaiy  then  read  off  the  purchases 
of  securities  since  the  last  meeting  of  the  committee  have  been 
such  and  such,  the  sales  have  been  such  and  such.     That  is  all. 

Q.  And  in  all  these  cases  where  the  report  was  made  the  trans- 
action had  already  been  consummated?    A.  It  had. 

Q.  When  these  transactions  took  place  between  Kuhn,  Loeb  S 
Company  and  the  Equitable  Life  Assurance  Society  what  officer 
or  person  on  behalf  of  the  Equitable  negotiated  the  matter  with 
Kuhn,  Loeb  &  Company?  A.  The  modus  operandi  was  this: 
We  submitted  in  most  cases  an  offer  of  securities  to  the  financial 
secretary  of  the  society.  I  suppose  in  most  cases  it  was  in  writ- 
ing, in  some  cases  it  may  have  been  verbally,  but  not  in  very  many 
cases.  It  was  sent  into  the  Executive  Committee  as  far  as  we 
know,  and  we  were  then  advised  if  it  was  accepted  or  declined. 

Q.  Who  was  the  financial  secretary?  A.  Of  late  years,  of  late 
months,  I  think  it  was  Mr.  Winthrop.  Before  that  it  was  Mr. 
Squire. 

Q.  George  H.  Squire?     A.  Yes,  sir. 

Q.  Do  you  remember  when  it  was  that  Mr.  Winthrop  svic- 
ceeded  Mr.  Squire?  A.  I  think  Mr.  Winthrop  is  here  and  can 
give  you  the  information. 

Q.  Mr.  Winthrop  says  in  October,  1904.  May  we  assume  that 
to  be  correct?    A.  I  think  so. 

Q.  Then  for  many  years  prior  to  that  Mr.  George  H.  Squire 
had  been  financial  secretary?     A.  For  several  years  prior. 

Q.  And  your  propositions  woulrl  go  to  Mr.  Squire?  A.  That 
was  the  case. 

Q.  Normally?     A.  Yes,  to  Mr.  Squire. 

Q.  Then  Mr.  Squire  would  refer  them  to  the  Executive  Com- 
mittee. Would  that  mean  to  the  chairman  of  the  Executive 
Committee  normally?  A.  I  have  no  knowledge  of  that.  As  far 
as  my  impression  goes  they  went  to  the  Executive  Committee. 
1  want  to  add  to  that,  so  to  have  it  fully  for  your  information, 
before  Mr.  Squire  became  the  financial  secretary,  General  Louis 
Fitzgerald  had  charge  of  it.  He  was  president,  as  you  are  aware, 
of  the  Mercantile  Trust  Company,  and  he  also  was,  I  believe, 
chairman  of  the  Executive  or  Finance  Committee.  It  was  before 
the  time,  I  believe,  that  I  was  a  member  of  the  Finance  Com- 
mittee.    The  Mercantile  Trust  Company  was  then  a  large  factor 
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in  the  financial  matters  of  the  Equitable  Society  and  it  was  he 
who  negotiated,  and  it  Avas  he,  and  he  acting  as  far  as  I  can 
remember.  It  was  a  matter  of  a  number  of  years  ago.  I  believe  he 
had  sorneliraes  power  to  say  immediately,  "I  accept  this"  or  de- 
cline it,  but  it  was  very  exceptional.  It  generally, took  a  day  or 
two  before  we  could  get  a  reply,  whether  our  offers  were  accepted 
or  declined. 

Q.  Do  I  understand  that  while  General  Fitzgerald  was  presi- 
dent of  the  Mercantile  Trust  Company  he  was  at  the  same  time 
chairman  of  the  committee  of  the  Equitable  Society  and  in  a  posi- 
tion to  frequently  pass  definitely  upon  purchases  and  sales  of  se- 
curities ?  A.  I  don't  know  in  what  position  he  was.  I  don't 
know  what  powers  the  Executive  Committee  gave  to^  its  chair- 
man, but  the  fact  is  that  I  believe  he  was  president  of  the  Mercan- 
tile Trust  Company  and  was  chairman  of,  I  don't  know  whether 
it  was  the  Executive  Committee  or  the  Einance  Committee.  I 
think  it  was  the  Executive  Committee. 

Q.  lie  Avas  the  man  who  apparently  had  charge  of  negotiations 
and  frequently  closed  them  ?  A.  He  had,  and  if  he  closed  them, 
I  do  not  want  "to  say  —  sometimes  he  closed  them. 

Q.  lie  was  the  most  active  man  in  the  matters  pertaining  to 
negotiations  of  purchases  by  the  Equitable  Society  for  some  years. 
A.  That  is  correct  —  that  is  a  very  considerable  number  of  years 
ago,  as  I  have  already  stated.  Later  on  Mr.  Squire  came  in  as 
financial  secretary  and  he  had  no  powers,  as  I  understand  it,  and 
then  Mr.  Winthrop  came  in  and  he  had  no  powers,  and  it  had 
to  go  to  the  Executive  Committee. 

Q.  During  that  period,  or  for  how  long  a  time  did  General 
Fitzgerald  act  in  the  way  you  have  descri|)ed?  A.  Perhaps  Mr. 
Winthrop  can  tell  you. 

Q.  I  am  informed  that  down  to  the  time  Mr.  James  II.  Hyde 
Avas  made  chairman  of  the  Executive  Committee,  General  Fitz- 
gerald was  chairman  of  the  Executive  Committee.  That  woujd 
be  about  1902.  And  that  the  chairman  of  the  Executive  Com- 
mittee was,  by  virtue  of  his  office,  chairman  of  the  Finance  Com- 
mittee. That  would  seem  to  be  the  fact  of  the  case.  A.  May  I 
ask  Mr.  Winthrop  to  give"  me  the  correct  date  when  I  became  a 
member  of  the  Finance  Committee  ? 

ME.  WINTHEOP :  I  will  look  that  up. 

Q.  Frequently,  in  matters  involving  large  amounts  of  money 
and  the  disposition  of  large  blocks  of  securities,  the  negotiations 
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taie  a  little  time,  and  men  have  to  meet  and  talk  it  over,  and  the 
matter  has  to  be  explained  and  considered.  That  is  true,  is  it 
not?  A.  I  believe  tha:t  the  securities  that  Kuhn,  Loeb  &  Com^ 
pany  offered  to  the  Equitable  Society  very  little  had  to  be  ex- 
plained. They  never  offered  any  securities  to  the  Equitable  So- 
ciety which  were  not  very  strong,  and  we  had  nothing  to  do  except 
to  make  our  offer  and  leave  the  Executive  Committee  to  decide 
whether  for  one  reason  or  another  they  wanted  to  accept  them  or 
not. 

Q.  And  you  simply  made  a  proposition  which,  until  three  years 
ago,  went  to  General  Fitzgerald  ?     A.  Yes. 

Q.  And' for  the  last  three  or  four  years  it  went  to  Mr.  Squire? 
A.  Yes. 

Q.  And  then  the  answer  would  come  back?     A.  Yes. 

Q.  Mr.  "Winthrop  hands  me  a  statement  that  Mr.  Squire  be- 
came financial  manager  in  September,  1899,  and  I  understand 
these  transactions  with  General  Fitzgerald  continued  as  long  as 
General  Fitzgerald  was  chairman  of  the  Executive  Committee. 
A.  I  don't  want  to  say  positively. 

Q.  AYell,  it  is  sufficient  for  our  purposes  to  get  a  general  view 
of  the  practice.  IlTow,  suppose  there  was  a  question  of  the  parT 
tieipation  by  the  Equitable  Life  Assurance  Society  in  a  syndicate 
of  which  Kuhn,  Loeb  &  Company  were  the  managers.  How  was 
that  taken  up  and  disposed  of  ?  A.  That  was  offered  as  a  rule  — 
let  me  see  —  I  believe  these  offers  were  also  made  in  writing.  I 
believe  a  letter  was  sent  to  the  society,  either  to  General  Fitz- 
gerald or  Mr.  Squire,  or  very  latterly  to  Mr.  "Winthrop,  stating 
that  Kuhn,  Loeb  &  Company  had  purchased  so  and  so  many 
bonds ;  in  fact,  I  am  sure  it  was  always  done  in  writing.  They 
had  bought  so  and  so  many  bonds,  that  they  bought  them  on  such 
and  such  conditions,  that  such  would  be  the  terms  of  the  syndi- 
cate, and  offering  the  society  —  offering  whoever  acted  for  the 
society  —  I  suppose  it  will  later  come  to  that,  who  acted  for  the 
society — such  and  such  an  amount,  subject  to  his  acceptance  or 
rejection. 

Q.  Then  I  understand  Kuhn,  Loeb  &  Company .    A.  But 

I  want  to  emphasize,  as  has  been  brought  out  before  already,  that 
General  Fitzgerald  —  these  reports  or  letters  were  sent  to  Gen- 
eral Fitzgerald  or  to  Mr.  Hyde  and  associates,  or  in  some  in- 
stances to  Mr. —  I  suppose  to  Mr.  Winthrop  as  financial  secretary. 

Q.  Then  I  understand  Kuhn,  Loeb  &  Company  would  acquire 
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a  block  of  securities  and  its  purpose  would  be  to  resell  them  and 
make  a  profit?    A.  That  is  correct. 

Q.  Then  Kuhn,  Loeb  &  Company  would  form  a  syndicate,  the 
members  of  which,  briefly,  would  agree  to  take  a  certain  propor- 
tion of  the  securities  that  were  offered  on  certain  terms  or  in  the 
event  that  the  securities  were  disposed  of  upon  the  public  offer- 
ing, a  certain  share  of  the  profits  that  were  made  by  you,  is  that 
practically  it?    A.  Yes,  that  is  correct. 

Q.  Now,  the  position  of  the  Equitable  Society  as  a  participant 
would  be  that  of  a  corporation  agreeing  to  take,  if  called  upon, 
a  certain  proportion  of  the  securities,  or  in  the  event  of  their  sale, 
being  entitled  to  receive  a  certain  part  of  the  profits?    A.  Yes. 

Q.  According  to  the  agreement  ?    A.  Yes,  that  is  correct. 

Q.  What  was  the  object  in  allotting  to  the  Equitable  Societv 
any  interest  at  all  in  the  syndicate?  A.  The  Equitable  Society 
is  in  a  position,  and  any  other  large  insurance  society,  of  a  large 
capitalist  who  wants  to  get,  and  properly  get,  the  best  return  he 
can  on  his  money,  and  he  wishes  to  take  advantage  of  the  pur- 
chase at  lowest  prices  of  securities,  simply  saying  to  himself,  if 
I  get  a  profit  out  of  it,  it  is  all  right,  then  I  have  made  my  profit; 
if  I  get  any  part  of  the  securities  • —  if  they  are  not  all  sold  — 
it  is  good  enough  for  me  to  hold  them-  And  in  the  securities  in 
which  Kuhn,  Loeb  &  Company  formed  syndicates,  it  was  always 
good  enough  for  any  large  insurance  companies  to  hold  them  if 
they  were  not  immediately  sold. 

Q.  But,  as  a  matter  of  fact,  the  insurance  companies  generally 
had  to  take  them  when  they  were  sold  in  the  market,  did  they 
not?  A.  I  don't  fully  understand  what  you  mean  by  that 
question. 

Q.  I  have  noticed  in  some  of  the  letters  that  have  been  put  in 
evidence,  letters  addressed  by  Kuhn,  Loeb  &  Company,  relating 
to  syndicate  participations  —  the  words,  "  The  bonds  to  remain 
syndicated  under  our  control."    A.  Yes. 

Q.  Now,  what  do  they  mean?  A.  That  means  that  Kuhn, 
Loeb  &  Company  have  charge  of  the  sale  of  the  bonds  during  the 
existence  of  the  syndicate. 

Q.  Well,  that  implies,  I  take  it,  that  the  insurance  company, 
as  a  member  of  the  syndicate,  is  not  to  withdraw  its  boiids,  but 
to  permit  them  to  be  sold  ?    A.  Only  by  special  permission. 

Q.  Yes.  That  is,  it  is  not  to  withdraw  its  bonds  against  your 
wish.    A.  That  is  correct. 
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Q.  So  that  Kuhn,  Loeb  &  Company  being  engaged  in  floating 
a  set  of  securities  of  tJie  character  that  you  have  described,  which 
were  marketable,  and  which  it  would  be  desirable  to  hold,  held 
the  option  to  sell  them  in  the  market.    A.  That  is  correct. 

Q.  And  except  with  its  consent  the  insurance  company  would 
not  be  able  to  invest  in  those  bonds  except  they  bought  them  on 
the  public  offering?    A.  That  is  correct. 

Q.  And  your  syndicate  being  successful  syndicates  so  far  as 
the  syndicate  participation  was  concerned,  the  Equitable  would 
get  a  share  of  the  profits?    A.  That  is  correct. 

Q.  And  so  far  as  its  investment  in  bonds  was  concerned,  it 
would  have  to  buy  the  bonds  in  the  market  ?  A.  That  is  correct. 
But  I  want  to  add  that  the  market  means  from  the  syndicate 
managers. 

Q.  Of  course,  I  am  glad  you  added  that,  because  I  should  have 
made  it  clear  myseK,  because  what  I  said  was  ambiguous  — 
from  the  syndicate  managers.    A.  Yes. 

Q.  And  when  they  buy,  the  insurance  company  buys  from  the 
syndicate  managers,  it  furnishes  a  part  of  the  profits  represented 
in  the  proceeds  of  sales  that  is  distributable  among  all  the  mem- 
bers of  the  syndicate.  A.  You  may  state  it  that  way,  but  it 
simply  stands  upon  the  footing  of  any  other  purchaser. 

Q.  Of  course,  any  purchaser  who  can  b\iy  a  large  amount  of 
securities  from  the  syndicate  managers  helps  to  swell  the  fund 
in  which  the  syndicate  members  participate.     A.  Yes. 

Q.  And,  of  course,  the  life  insurance  companies,  as  a  rule,  are 
not  the  smallest  of  the  purchasers  ?  A.  Yes,  but  not  the  largest, 
either. 

Q.  And  not  the  largest,  but  pretty  good  purchasers.    A.  Yes. 

Q.  I  have  asked  you  to  furnish  a  statement  of  the  participa- 
tions in  syndicates  under  your  control,  I  mean  under  Kuhn,  Loeb 
&  Company's  control,  of  those  who  were  executive  ofiicers  or 
members  of  the  Finance  Committee  of  the  Equitable  life,  have 
you  furnished  that  ? 

(Papers  produced.) 

Q.  Before  I  take  up  this  list  which  has  been  furnished  me,  let 
me  ask  you  another  question  with  regard  to  the  practice  which 
obtains  in  connection  with  these  syndicate  offerings.  If  Kuhn, 
Loeb  &  Company  have  purchased  a  block  of  seciirities  and  are 
forming  a  syndicate,  you  make  the  allotments,  don't  you?  A. 
We  do. 
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Q.  How  do  you  make  tlie  allotments,  do  you  notify  a  man  that 
he  is  in  ?     A.  As  suits  Kuhn,  Loeb  &  Company  best. 

Q.  Do  you  decide  upon  that?  A.  In  some  cases  in  consulta- 
tion with  my  partners,  yes. 

Q.  Do  you  request  people  to  come  in  ?     A.  No. 

Q.  You  tell  them  that  they  can  have  it?  A.  Some  are  re- 
duced to  small  amounts,  some  get  such  an  amount.  We  simply 
notify  them  how  much  has  been  allotted  them. 

Q.  You  notify  them  of  how  much  you  permit  them  to  take  ? 
A.  Yes. 

Q.  You  don't  have  to  go  around  begging  them  to  become 
members  of  the  syndicate,  do  you  ?     A.  Indeed  not. 

Q.  They  are  only  too  glad  to  get  the  opportunity?  A.  That 
is  correct. 

Q.  It  -is  a  pretty  good  thing  to  be  let  in,  is  it  not?  A.  Good 
thing  —  Kixhn,  Loeb  &  Company  syndicates  generally  have  paid. 

Q.  Yes,  T  mean  they  are  good  things  to  be  let  into  ?  (Witness 
smiles.) 

Q.  Now,  I  find  under  October,  1895,  the  Union  Pacific  reor- 
ganization syndicate,  an  allotment  to  Louis  Fitzgerald  of  $1,500,- 
000.  Apparently  that  is  a  personal  allotment.  Do  you  remember 
anything  about  that  case  ?    A.  I  do  not.     That  was  10  years  ago. 

Q.  Yes.  In  directing  your  attention  to  it  now,  does  anything 
come  to  you  which  would  explain  why  the  allotment  of  that 
amount  was  made  to  General  Fitzgerald  and  not  to  the  Equitable? 
A.  General  Fitzgerald  was  chaii"man  of  the  reorganization  com- 
mittee of  the  Union  Pacific  Railroad,  and  it  is  very  likely  that  he 
said  that  he  was  in  touch  with  other  members  of  the  Committee.  ■ 
He  was  in  touch  with  Kuhn,  Loeb  &  Company  who  were  the 
bankers  of  the  Committee,  and,  it  is  very  likely  ihat  he  said,  "  If 
you  will  allot  these  to  me  I  will  give  it  to  such  interests  as  I  may 
deem  entitled  to  it." 

Q.  At  that  time  did  you  as  a  director  of  the  Society  look  into 
the  question  whether  it  was  an  advisable  thing  for  the  society 
itself  to  take  that  allotment  or  any  portion  of  it?  A.  Mr. 
Hughes,  I  do  not  pretend  to  attempt  to  recollect  what  happened 
ten  years  ago.  As  it  happens,  every  day  or  perhaps  every  hour, 
many  things  pass  through  my  head.  You  multiply  that  by 
ten  years  and  you  can  imagine  that  I  can  not  remember,  and  it 
might  do  great  injustice  even  if  I  believed  that  I  could  remember, 
it  might  do  great  injustice  if  I  placed  it  upon  the  record. 

Q.  I  find  that  in  October,  1895,  a  participation  of  $1,500,000 
having  been  given  to  Tx)uis  Fitzgerald  in  the  Union  Pacific  reor- 
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ganization  syndicate,  the  next  month,  November,  1895,  a  par- 
ticipation of  $500,000  was  given  to  the  Equitable  Life  Assur- 
ance Society  in  the  Union  Pacific  first  i's  syndicate,  and  then 
in  November,  1896,  a  participation  was  given  to  the  Equitable 
Life  directly  in  the  New  York  City  Si's  syndicate  of  $1,000,000, 
and  then  in  January,  1897,  a  participation  was  given  to  Louis 
Fitzgerald  of  $3,900,000  in  the  Union  Pacific  purhase  money 
syndicate,  and  again  in  Jime,  1897,  a  participation  was  given 
to  Louis  Eitzgerald  of  $1,025,000  in  the  Union  Pacific  stock 
syndicate,  and  in  July,  1897,  a  direct  participation  was  given  to 
the  Equitable  Life  in  Chicago  &  Northwest  3^  per  cent,  syndicate 
of  $1,250,000.  Those  facts  stated  from  the  papers,  from  the 
papers  that  have  been  produced  by  your  firm,  do  they  recall  to 
your  mind  any  reason  why  in  some  cases  there  was  an  allotment 
to  General  Fitzgerald  and  in  other  cases  an  allotment  to  tho 
Equitable?  A.  They  recall  the  fact  to  my  mind  that  probablv 
General  Fitzgerald  directed  that  it  should  be  done  that  way. 

Q.  Was  it  in  such  cases  a  participation  so  far  as  you  can  re- 
call that  Ktihn,  Loeb  &  Company  would  have  been  willing  to  give 
the  Equitable  Society  itself  if  they  had  asked  for  it  or  if  General 
Fitzgerald  had  not  requested  it  the  other  way?  A.  In  most  in- 
stances the  amount  was  much  larger  than  Kuhn,  Loeb  &  Com- 
pany would  have  been  willing  to  allot  to  the  Equitable,  and  it 
was  given  to  General  Fitzgerald  because  Kuhn,  Loeb  &  Com- 
pany must  have  known — and  I  only  speak  from  recollection,  they 
must  have  known  it  covered  divers  interests. 

Q.  What  would  govern  you,  if  I  may  ask,  in  determining  what 
amount  ought  to  be  allotted  to  the  Equitable,  whether  it  should 
be  a  million  dollars  or  a  million  and  a  half,  assuming  of  course 
that  you  believed  the  syndicate  would  be  successful?  A.  To 
some  extent  the  size  would  be  entire  amount  of  the  syndicate ;  for 
instance,  naturally,  we  would  feel  that  the  Equitable  would  bf- 
entitled  to  a  much  larger  amount  in  a  forty  million,  fifty  million 
or  a  one  hundred  million  dollar  syndicate  than  it  would  be  in  a 
ten  million,  fifteen  million  or  twenty  million  dollar  syndicate. 

Q.  Do  you  mean  how  much,  Kuhn,  Loeb  &  Company  could 
properly  let  the  Equitable  have  and  permit  other  allotments  to 
be  made  to  those  whom  you  desired  to  bring  in?  A.  In  the 
first  instance,  it  depends  upon  the  size  of  the  entire  amount  of 
the  negotiation.  In  the  second  instance,  and  of  late  years,  it 
has  been  to  some  extend  decided  by  the  fact  that  our  circle  of 
friends  has  enlarged.  As  time  goes  on,  the  circle  of  friends  grow3 
larger,  and  we  had  to  be  guided  by  that. 
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Q.  So  there  will  be  enough  to  go  around,  not  to  give  anyone  in 
the  circle  auy_  more  than  his  fair  share.  A.  Not  his  fair  share, 
not  more  than  we  think  him  entitled  to. 

Q.  Well,  of  course,  you  think  him  entitled  to  his  fair  share, 
I  suppose.  In  other  words,  you  divide  it  up  equitably  so  that  all 
your  circle  of  friends  will  Lave  participations  ?  A.  Nobody  par- 
ticipates in  a  syndicate  by  any  right;  whoever  participates,  par- 
ticipates by  the  good  will  of  Kuhn,Loeb  &  Company. 

Q.  By  the  good  will  of  Kuhn,  Loeb  &  Company. 

Q.  Now,  having  determined,  for  example,  in  making  such  a 
division,  that  there  would  be  allottable  to  General  Ktzgerald's 
company,  you  might  say  a  million  dollars,  what  would  guide 
you  in  giving  that  to  him  rather  than  in  saying  that  it  went  to 
the  company  and  the  company  got  all  the  advantage  of  it?  A.  As 
I  have  stated  before.  General  Fitzgerald,  'as  far  as  General  Fitz- 
gerald was  concerned,  was  President  of  the  Mercantile  Trust 
Company  and  the  Mercantile  Trust  Company  in  former  years  — 
i  do  not  think  it  is  now  so  any  more  —  was  a  financial  factor  in 
the  Equitable  Trust  Company— 

Q.  In  the  Equitable  Trust  Company?  A.  Financial  factor  in 
certain  circles  of  tlie  Equitable  Life  Assurance  Society,  and  Gen- 
eral Fitzgerald  knew  how  much  the  different  interests  which  he 
represented,  the  Mercantile  Trust  Company,  the  Equitable  Life 
Assurance  Society  and  some  other  interests,  were  entitled  to  and 
it  was  left  to  him  to  divide  it. 

Q.  Now,  if  General  Fitzgerald  was  allotted  by  you,  say,  a 
million  dollar  participation  in  a  syndicate,  did  it  ever  occur  to 
you  as  director  of  the  Equitable  Life  Assurance  Society  to  see 
that  the  Equitable  Life  Assurance  Society  got  the  profits  which 
would  naturally  be  expected  from  the  successful  operation  of  the 
syndicate?  A.  I  had  the  fullest  faith  in  the  fair  dealings  of 
General  Fitzgerald.  You  might  as  well  ask  me  in  case  I  take 
out  insurance  and  pay  my  premiums,  whether  I  didn't  see  that  the 
premiums  after  I  had  paid  it  actually  reached  those  to  whom  it 
should  properly  go. 

Q.  Well,  I  think  that  is  a  pertinent  question.  A.  I  don't 
think  it  is.  If  I  paid  my  premium  to  the  cashier  of  the  Equitable 
it  is  ended. 

Q.  Of  coui-se,  in  this  particular  matter  I  was  thinking  of  your 
position  as  a  director  and  allotting  to  General  Fitzgerald  a  par- 
ticipation out  of  which  he  individually  could  make  some  monev. 
when,  I  take  it,  you  would  have  been  very  willing  to  have  allotted 
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Ihat  to  the  Equitable  itself  if  he  had  requested  it?  A.  A^ery  pos- 
sibly and  very  probably  the  Equitable  would  never  have  received 
the  amount  which' General  Fitzgerald  received  because  it  was 
said  to  us  by  General  Eitzgerald  that  he  represented  a  number 
cf  interests  and  that  he  would  see  there  was  a  proper  application 
and  that  each  interest  would  get  its  proper  proportion,  and  as 
chairman  of  the  Finance  Committee  —  not  of  the  Executive  Com- 
mittee of  the  Eqiiitable  Life  Society,  he  was  charged  with  know- 
ing what  would  be  the  proper  proportion  of  the  society. 

Q.  So  you  confided  entirely  in  his  fairness  in  the  division?  A. 
Entirely. 

Q.  And  made  no  further  inquiries  regarding  it?    A.  xfo. 

Q.  Did  General  Fitzgerald  ever  report  to  you  how  he  divided 
these  participations  that  were  allotted  to  him?  A.  I  cannot  re- 
call that. 

Q.  You  don't  remember.  "Well,  I  suppose  that  General  Fitz- 
gerald represented  a  number  of  the  corporations  which  were 
within  the  circle  of  friends  which  you  have  spoken  of?  A.  Af- 
filiated with  the  Equitable. 

Q.  Yes,  and  a  number  of  coi7)orations  besides  seem  to  have 
participated,  which  were  withjn  your  circle  of  friends?  A.  I 
suppose  that  is  a  proper  statement. 

Q.  But  you  left  it  entirely  to  General  Fitzgerald  to  determine 
what  should  be  done,  and  you  did  not  endeavor  to  assure  your- 
selves that  these  various  corporations  had  received  part  of  the 
allotment  in  any  way?  A.  I  cannot  recall  the  circumstances, 
which  were  all,  I  suppose,  prior  to  the  year  1900. 

Q.  Now,  the  circle  of  friends  and  clients  that  you  spoke  of, 
which  is  constantly  widening,  are  those  who  would  under  ordi- 
nary circumstances  buy  secvxrities  from  Kuhn,  Loeb  &  Company, 
would  they  not?  A.  I  cannot  say  that  exactly.  Various  con- 
siderations enter  into  that. 

Q.  Well,  it  being  a  pecuniary  matter,  their  considerations  are 
a  pecuniary  advantage,  are  they  not?  A.  There  are  conditions 
of  business  expediency. 

Q.  Yes.  It  may  be  a  question  of  a  purchase,  or  a  question  of 
some  other  advantage  in  the  way  of  business?  A.  I  should  say 
that  primarily  —  I  do  not  want  to  go  further.  I  do  not  think  it 
is  necessary  for  me  to  say  anything  else  than  that  there  are  ques- 
tions of  business  expediency.  I  suppose  it  can  be  left  to  the 
firm  of  Kuhn,  Loeb  &  Company  to  determine  the  business  of 
Kuhn,  Loeb  &  Company. 
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Q.  When  the  allotment  was  made  to  Gleneral  Fitzgerald  all 
the  correspondence  was  with  him,  I  siippose?  A.  With  General 
Fitzgerald,  as  far  as  I  can  recollect.  ^ 

Q.  That  would  be  the  routine  of  business?  A.  Unless  he 
directed  it  to  be  done  otherwise. 

ME.  HUGHES :  I  will  note  upon  the  record  the  following 
syndicates  as  they  appear  from  the  list  that  has  been  produced 
(if  participations  in  syndicates  managed  by  Kuhn,  Loeb  &  Com- 
pany. 

October,  1895,  Union  Pacific  Reorganization  syndicate,  ]>ouis 
Fitzgerald,  $1,500,000. 

November  15,  1895,  Union  Pacifi.c  First  4's  syndicate.  Equit- 
able Life,  $500,000.  .  .  _ 

November  11,  1896,  New  York  City  3^  syndicate,  Equitable 
Life,  $1,000,000.     Mercantile  Trust  Company,  $500,000. 

January  26,  1897,  Union  Pacific  Purchase  Money  syndicate, 
Louis  Fitzgerald,  $3,900,000. 

February,  1897,  St.  Louis,  Iron  Moutain  &  Southern,  Mer- 
enntile  Trust  Company,  $1,500,000. 

May  14,  1897,  Illinois  Central  3i  per  cent,  syndicate.  Mercan- 
tile Trust  Co.,  $600,000. 

June  22,  1897,  Union  Pacific  Sto'dk  Assessment  syndicate,  Louis 
Fitzgerald,  $1,025,000. 

July  9,  1897,  Chicago  &  Northwestern  3i  syndicate.  Equitable 
Life^  $1,250,000. 

October  28,  1897,  Union  Pacific  Additional  Purchase  Money 
syndicate,  Louis  Fitzgerald,  $750,000. 

February  11,  1898,  Union  Pacific  First  Mortgage  bonds,  Louis 
Fitzgerald,  $2,200,000. 

March  9,  1898,  Union  Pacific  Auxiliary  Line  Syndicate,  Louis 
Fitzgerald,  $1,700,000. 

June  21,  1898,  B.  &  O.  Eeorganization,  Mercantile  Trust  Co., 
$14,700,000. 

October  4,  1898,  Baltimore  &  Ohio,  Pittsburg  Junction  Equi- 
table Life,  $500,000. 

November  23,  1898,  Baltimore  &  Ohio  Loan  Syndicate,- Mer- 
cantile Trust  Co.,  $500,000. 

December  15,  1898,  Baltimore  &  Ohio,  Southwestern  Under- 
writing Syndicate,  Mercantile  Trust  Co.,  $600,000. 

February  3,  1899,  ]\fanhattan  Eailway  stock  underwriting, 
Mercantile  Trust  Co.,.  $9,000,000;  George  H.  Squire,  $40,000. 
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March,  1899,  Chicago  &  Alton,  Lonis  Fitzgerald,  $1,000,000; 
George  H.  Squire,  $50,000. 

March  22,  1899,  St.  I-ouis,  Iron  Mountain  &  Southern  4's  syn- 
dicate, Louis  Fitzgerald,  $1,200,000;  George  H.  Squire,  $50,000. 

MR.  HUGHES:  Where  I  mention  the  Manhattan  Railway 
stock  underwriting  syndicate,  Mercantile  Trust  Co.,  $9,000,000 
and  George  H.  Squire,  $40,000,  put  opposite  that,  please . 

THE  WITNESS:  Perhaps  I  can  help  you  with  that.  I  want 
to  say  as  far  as  this  $9,000,000  is  concerned,  as  far  as  I  recollect, 
I  don't  think  the  Equitable  had  anything  to  do  with  that.  I  think 
these  $9,000,000  allotted  to  General  Fitzgerald  was  a  stock  syndi- 
cate for  special  interests,  for  Mr.  Gould's  interest;  whom  he  rep- 
resented, George  Gould's  interest,  and  it  was  so  distinctly  under- 
stood, and  it  had  nothing  to  do  with  the  Equitahle. 

Q.  The  Equitable  had  nothing  to  do  with  it?  A.  I  don't 
think  so. 

Q.  Did  they  buy  any  of  the  securities?  A.  ISTo,  it  was  an 
underwriting  of  stock.  It  was  a  matter  of  the  stockholders  of 
the  company. 

Q.  ME.  HUGHES :  Then  I  will  not  make  any  statement  re- 
garding that.  Now,  the  next  I  mentioned,  March,  1899,  Chicago 
&  Alton,  Louis  Fitzgerald,  $1,000,000;  George  H.  Squire,  $50,- 
000.  Do  I  understand  that  the  Equitable  bought  any  securities 
there  ? 

MR  HANAUER:  They  got  the  securities  which  they  sub- 
scribed for. 

Q.  Now,  in  this  Chicago  &  Alton,  what  profits  did  Louis  Fitz- 
gerald and  George  H.  Squire  get  respectively?  Mr.  Hanauer 
has  made  a  statement  which,  if  you  are  willing  to  adopt  as  your 
answer,  he  will  make  upon  the  record  ?     A.  Yes,  sir. 

MR  HANAUER:  In  this  syndicate  the  participants  paid  9Y 
per  cent,  cash,  for  each  $1,000  paid  they  received  $10  cash, 
which  was  mostly  an  adjustment  of  interest;  $375  in  Chicago  & 
Alton  3  per  cent,  bond  certificates,  $500  in  Chicago  &  Alton  3^ 
per  cent,  bonds,  $300  in  Chicago  &  Alton  Preferred  stock  and 
$350  in  Chicago  &  Alton  common  stock. 

MR.  HUGHES:     The  next  one  is  March,  1899,   St.  Louis, 
Iron    Mountain    &    Southern    4:'s    syndicate,    Louis    Fitzgerald, 
33 
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$1,200,000;   profit,   $36,381.07.     George  H.    Squire,   $50,000; 
profit,  $1,515.88. 

February  1,  1900,  Baltimore  &  Ohio  first  4's  bond  syndicate, 
Louis  Eitzgerald,  $150,000 ;  do.,  $150,000. 

That  is  two  participations  of  the  same  amount.  Profits, 
$6,007.72. 

George  H.  Squire  participation,  $50,000;  profits,  $1,001.29. 

February  1,  1900,  Western  Union  Telegraph  Company  4^ 
bond  syndicate,  Louis  Fitzgerald,  $2,000,000.     Withdrew  bonds. 

George-  H.  Squire,  $75,000 ;  profits,  $2,875.84. 

March  22,  1900,  New  York  City,  3^  bond  syndicate.  Equita- 
ble Life,  $1,000,000;  profit,  $5,400.92.  Morton  Trust  Co., 
$500,000;  profit,  $2,700.46. 

April  10,  1900,  Third  Avenue  Kailroad  4  per  cent,  syndicate, 
Louis  Fitzgerald,  $2,000,000.  Eeceived  and  retained  bonds, 
$1,200,000.  Received  profit,  $34,925.49.  G.  H.  Squire,  $50,000 
participation,  received  and  retained  bonds,  $30,000.  Received 
profit,  $873.14.  Marcellus  Hartley,  $150,000  participation,  re- 
ceived and  retained  bonds  of  $90,000;  received  profits,  $2,619.41. 

June  25,  1900,  New  York  City  3^  bond  syndicate.  Equitable 
Life,  $500,000;  profits,  $3,009.15.  , 

January  29,  1901,  Pennsylvania  Co.  3^  Guaranty  certificate 
Equitable  Life,  $500,000  profit,  $10,107.80.  Mercantile  Trust 
Co.,  $200,000;  profits,  $4,043.11.  George  H.  Squire,  $100,000; 
profits,  $2,021.56. 

Baltimore  &  Ohio  4  per  cent.  Convertible  bonds  syndicate. 
Equitable  Life,  $400,000;  profit,  $4,268.44.  Mercantile  Trust 
Co.,  $250,000;  profits,  $2,667.78.  George  H.  Squire,  $50,000; 
profit,  $533.56. 

February  7,  1901,  Railroad  Securities  Co.,  stock  interest  cer- 
tificates. Equitable  Life,  $500,000 ;  profits,  $17,500.  Mercantile 
Trust  Co.,  $200,000;  profits,  $7,000.  George  H.  Squire,  $50,000 ; 
profit,  $1,750. 

February  19,  1901,  Union  Pacific  Convertible  bonds  syndicate. 
Mercantile  Trust  Co.,  $5,000,000 ;  received  as  profits  and  interest, 
$164,020. 

April  3,  1901,  Rio  Grande  Western  Railway  Co.  4  per  cent, 
bonds  syndicate.  Equitable  Life,  $250,000;  profit,  $7,931.80. 
Louis  Fitzgerald,  $100,000;  profit,  $3,172.72.  J.  W.  Alexander, 
$75,000;  profit,  $2,379.54.  George  H.  Squire,  $75,000;  profit, 
$2,779.64.    Mercantile  Trust  Co.,  $200,000;  profit,  $6,345.44. 
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April  18,  1901,  Chicago  &  Northwestern  Diyisional  SJ  bond 
syndicate,  Equitable  life,  $400,000 ;  received  and  retained  bonds, 
$277,000;  received  profits,  $2,391.64.  George  H.  Sqliire,  $75,- 
000;  received  certain  bonds  not  mentioned;  profit,  $448.43.  Mer- 
cantile Trust  Co.,  $200,000;  received  certain  boiids  not  men- 
tioned; profit,  $1,195. 82^  J.  "W.  Alexander,  $75,000;  received 
bonds  not  mentioned;  profits,  $448.40. 

October  8,  1901,  Mexican  National  Eeadjiistment  syndicate. 
Equitable  Life,  $500,000;  profit  and  interest,  $20,821.57.  Mer- 
cantile Trust  Co.,  $100,000;  profit  and  interest,  $4,164.32. 

October  15,  1901,  Pennsylvania  Co.  3^  Guaranty  Gold  bond 
syndicate,  Equitable  Life,  $750,000;  profit,  $14,742.86.  Mercan- 
tile Trust,  $250,000;  profits,  $4,914.29.  General  Louis  Fitz- 
gerald, $100,000;  profit,  $1,965.71.  George  H.  Squire,  $100,000: 
profit,  $1,9'65.71.  George  H.  Squire  and  associates,  $150,000; 
profits,  $4,914.29. 

November  7,  1901,  Western  Union  Telegraph  Co.,  4J  bonds, 
General  Louis  Fitzgerald,  $600,000;  bonds  withdrawn. 

October  29,  1901,  Baltimore  &  Ohio,  Pittsburg,  Lake  Eri©  & 
Western  4  per  cent,  syndicate,  Mercantile  Trust  Co.,  $200,000; 
profits,  $4,433.56.  Also  a  further  pardcipation  of  $500,000; 
profit  of  $1,183.89.  Louis  Fitzgerald  and  associates,  $250,000; 
profit,  $5,541.94.  George  H.  Squire,  $150,000;  profits,  $3,325.17. 

February  18,  1902,  Metropolitan  Security  Co.  syndicate,  James 
H.  Hyde  and  associates,  $1,000,000;  profits,  $25,000. 

June  10,  1902,  Metropolitan  Street  Railway  4  per  cent,  bond 
syndicate,  James  H.  Hyde  and  associates,  $1,000,000.  No  call 
of  money,  and  there  was  no  call  of  money  in  the  Metropolitan 
Securities  syndicate  just  read.     Profits,  $30,210.38. 

July  17,  1902,  Oregon  Short  Line,  4's  and  participating  bond 
syndicate,  James  H.  Hyde  and  associates,  $1,500,000.  No  call. 
Profits,  $39,995.  George  H.  Squire,  $lOO,000;  no  call.  Profits, 
$2,666.35.     . 

May  22,  1903,  Pennsylvania  Railroad  shares  syndicate,  James 
H.  Hyde  and  associates,  $4,000,000,  No  call.  Profits,  $62, 
595.99.  W.  H.  Mclntyre,  $100,000;  profits,  $1,564,990.  No 
call  on  either. 

July  14,  1903,  Union  Pacific  5  per  cent,  note  syndicate.  Equit- 
able Life  Assurance  Society,  $350,000;  kept  the  bonds  and  got  a 
profit  besides  of  $2,625. 

October  30,  1905,  Baltimore  &  Ohio  Pond  syndicate,  James  H. 
Hyde,  $400,000;  profits,  $5,964.47. 

October   28,    1903,    Philadelphia,   Baltimore  &    Washington, 
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Long  Island  Eailroad  Co.  bond  syndicate,  James  H.  Hyde  and 
associates,  $500,000;  ditto,  $100,000;  total,  $600,000;  profits, 
$14,316.«6. 

May  19,  1904,  Imperial  Japanese  Government  First  6's,  James 
H.  Hyde  and  associates,  £400,000;  profit  $25,635.41,  there  hav- 
ing been  no  call. 

May  6,  1904,  Imperial  Japanese  Government  First  6's,  James 
H.  Hyde  and  associates,  £400,000;  profits,  $23,434.  Pittsburg 
&  St.  Louis  4  per  cent,  bond  syndicate,  James  H.  Hyde  and  asso- 
ciates, $500,000;  profit,  $10,261.46.  George  H.  Squire,  $100,- 
000;  promts,  $2,052.29. 

October  .28,  1904,  Oregon  Short  Line  Eefunding  4  per  cent, 
bond  syndicate,  James  H.  Hyde  and  associates,  $1,250,000;  profit, 
$25,047.46.     George  11.  Squire,  $50,000;  profit,  $1,001.90. 

Koveniber  9,  1904,  Imperial  Japanese  6's,  second  series,  James 
II.  Hyde  and  associates,  400,000  pounds,  no  call,  profit  $62,- 
815.13. 

November  21,  1904,  Pennsylvania  Oo.  Guaranteed  3J  Trust 
Certificates,  James  H.  Hyde  and  associates,  $1,000,000,  no  call, 
profit  $15,300.28. 

December  8,  1904,  Missouri  Pacific  4's  syndicate,  James  H. 
Hyde  and  associates,  $300,000,  no  call,  profits  $17,077.14. 

February  3,  1905,  Southern  Pacific  First  RefTinding  Bond 
syndicate,  James  H.  Hyde  and  associates,  $2,000,000,  no  call, 
profits  $49,687.49, 

March  23,  1905,  Imperial  Japanese  4i  syndicate,  first  series, 
Eqnitable  Life,  800,000  pounds,  no  call,  profit  $100,616.20. 

March  29,  1905,  Pennsylvania  Railroad  3i  per  cent.  Con- 
vertible Bond  syndicate,  Equitable  life,  $3,000,000.     Still  open. 

Q.  Those  I  have  read  from  the  list  furnished  by  Kuhn,  Loeb 
&  Company.  Now  I  find  in  several  cases  a  reference  to  the  allot- 
ment to  George  H.  Squire  being  out  of  K.  L.  &  Compajny's  share. 
What  does  that  mean?  A.  That  is  a  special  favor  to  Mr.  Squire, 
who  asked  us  for  it.  We  gave  him  participations  out  of  our 
own  allotment,  so  that  wouldn't  fall  on  anybody's  else's  share. 
After  the  allotment  had  been  made  we  had  allotted  to  ourselves 
so  and  so  much,  when  Mr.  Squire  came  and  asked,  "  Can't  I  have 
a  small  participation  in  that?"  We  gave  him. in  a  number  of  in- 
stances a  little  of,  our  share. 

Q.  Well,  what  was  the  object  of  that?  A.  The  object  of  that 
was  that  Mr.  Squire  asked  us  for  it.  He  had  sons  who  were  in 
the  brokerage  business,  I  think  he  once  stated  to  us  that  he  wanted 
to  have  something  for  them. 
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Q.  Simply  a  favor  to  him?     A.  We  gave  it  no  attention. 

Q.  You  let  him  have  it.  A.  He  asked  us  just  as  you  would 
come  and  say  you  would  like  to  have  a  small  participation  in 
some  business  and  if  it  wasn,'t  a  menace  to  us  we  would  not  hesi- 
tate. 

Q.  Well,  would  you  expect  me  to  buy  any  bonds  ?  A.  1  don't 
think  I  would. 

Q.  You  didn't  expect  Mr.  Squire  to  buy  any  bonds?  A.  I 
don't  think  we  did.     I  don't  think  we  did. 

Q.  He  didn't  take  any  bonds  from  the  syndicate  managers  in 
those  cases?  A.  I  don't  think  he  did.  He  may  have  in  one  or 
two  instances.     I  don't  remember. 

Q.  My  attention  is  called  to  the  fact  that  you  had  Mr.  Squire 
on  your  list  before  he  became  financial  manager  of  the  Equitable? 
A.  He  was  an  old  friend. 

Q.  Well,  giving  a  participation  to  an  individual  who  does  not 
buy  and  is  not  expected  to  buy  bonds  from  the  syndicate  man- 
agers is  really  an  act  of  friendship?  A.  It  is  or  business  expe- 
diency. 

Q.  For  which  he  ought  to  be  duly  grateful  and  appreciative? 
A.  You  must  ask  Mr.  Squire  about  that. 

Q.  I  understand  that  Kuhn,  Loeb  &  Company,  in  addition  to 
being  syndicate  managers,  also  had  allotments  themselves?  A. 
They  had. 

Q.  They  kept  what  share  they  thought  they  should  keep  and 
divided  among  their  friends  such  shares  as  they  thought  their 
friends  should  have?     A.  That  is  correct. 

Q.  According  to  business  expediency  ?    A.  That  is  correct. 

Q.  !Kuhn,  Loeb  &  Company  retained  substantial  amounts  in 
each  participation?     A.  That  is  correct. 

Q.  And  get  their  shares  of  the  profits  just  as  the  other  members 
of  the  syndicates  get  their  share?  A.  That  is  correct.  The  un- 
derlying principle  being  Kuhn,  Loeb  &  Company  form  syndi- 
cates for  any  business  which  is  larger  than  they  want  to  keep 
entirely  for  themselves.  As  you  will  find  in  most  instances  these 
_ syndicates  cover  very  large  amounts,  especially  in  later  years. 
I  don't  know  whether  it  shows  on  that.  Where  there  are  only  a 
few  millions  concerned  there  generally  is  no  syndicate  formed, 
and  what  goes  beyond  the  amounts  Kuhn,  Loeb  &  Company  think 
it  expedient  to  keep  themselves  they  divide  in  participations. 

Q.  Well,  now  I  find,  for  example,  that  in  the  syndicates  that 
ha"ve  been  formed  by  you  that  are  on  this  list  from  May,  1904, 
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down  to  the  present  time,  there  has  been  no  call?  A.  There  has 
been  no  call. 

Q.  The  members  have  not  had  to  put  up  any  money  at  all? 
A.  Simply  because  the  bonds  were  sold  out  before  they  were  de- 
livered in  most  instances. 

Q.  Well,  the  expectation  was  when  you  took  up  these  securities 
that  you  could  put  them  on  the  market  satisfactorily,  that  they 
were  good  securities  that  could  be  marketed  to  advantage?  A. 
In  every  case. 

Q.  In  every  ease.  That  is  really  a  matter  of  pride  with  you 
is  it  not,  Mr.  Schiff  ?     A.  That  is  correct. 

Q.  And  that  being  so,  Kuhn,  Loeb  &  Company  could  easily 
have  kept  the  whole  amount  if  they  wanted  to  ?  A.  But  it  would 
not  have  been  business  prudence.  Kuhn,  Loeb  &  Company  are 
conservative  bankers.  Something  may  happen  in  one  night  in 
the  world,  Kuhn,  Loeb  &  Company  would  like  to  survive;  when 
they  take  associates  the  e^ectation  is  like  when  you  take  a  law- 
suit you  expect  that  you  will  win  it,  and  you  may  lose  it  anyhow. 

Q.  That  is  very  true.  But  the  expectation  in  the  matter  is  that 
if  it  is  a  successful  flotation  and  nothing  unusual  occurs  that 
there  will  be  no  call  and  that  there  will  be  a  substantial  profit  to 
divide?  A.  In  many  instances,  but  not  as  a  rule.  Sometimes 
securities,  and  mostly  securities  bought,  are  delivered  immedi- 
ately before  they  can  be  put  on  the  market  and  in  such  instances 
the  securities  are  divided  among  the  participants,  they  pay  for 
them,  and  they  are  called  back  from  them  as  they  are  sold. 

Q.  Now,  how  are  Kuhn,  Loeb  &  Company  paid  for  their  ser- 
vices as  syndicate  managers,  on  what  basis  ?  A.  Kuhn,  Loeb  & 
Company,  with  very  few  exceptions,  generally  charge  one  per  cent, 
compensation  for  the  risks  they  take,  and  the  risk  is  considerable. 
They  buy  the  securities  outright  without  having  any  associates. 
The  syndicates  are  formed  after  the  agreement  for  the  purchase 
of  securities  has  been  made.  Kuhn,  Loeb  &  Company'  assume  the 
risk  and  the  business  of  marketing  these  bonds  is  worth  one  per 
cent,  to  them,  and  in  most  instances  they  charge  one  per  cent. 

Q.  Is  that  one  per  cent,  calculating  upon  the  proceeds  of  the 
sale  ?     A.  Upon  the  par  value  of  the  securities. 

Q.  Upon  the  par  value  of  the  securities.     Upon  the  par  value 

of  the  securities  sold  in  the  market  ?  or  upon  the  par  value 

A.  Upon  the  par  value  of  the  entire  syndicate  purchase;  upon 
the  par  value  of  the  amount  of  securities  purchased, 

Q.  By  Kuhn,  Loeb  &  Company  ?  A,  By  Kuhn,  Loeb  &  Com- 
pany. 
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Q.  Irrespective  of  what  you  sell?  A.  Irrespective  entirely  of 
what  we  sell. 

■  Q.  Well,  I  understand  if  Kuhn,  Loeb  &  Company  buy  a  block 
of  securities  having  a  par  value,  say,  of  fifty  million  dollars,  and 
a  large  part  of  them  have  to  be  taken  by  the  members  of  the 
syndicate  and  a  very  small  part  is  sold,  that  Kuhn,  Loeb  &  Com- 
pany's compensation  is  a  fixed  p&rcentage  upon  the  fifty  million 
dollars.     A.  That  is  correct. 

Q.  Well,  now  in  the  last  syndicate,  Pennsylvania  convertible 
bond  syndicate,  if  I  recall  correctly,  the  compensation  was  to  be  a 
half  per  cent,  on  the  purchase  and  a  half  per  cent,  on  the  sale  ? 
A.  Yes. 

Q.  Well,  what  does  that  mean,  a  half  per  cent,  on  the  sale  ?  A. 
In  some  single  instances  where  the  margin  of  profit  is  small,  so 
as  not  to  make  the  price  to  the  syndicate  too  large  above  the  first 
price,  the  one  per  cent,  compensation  is  divided,  or  in  other  words, 
the  effect  is  that  if  the  bonds  are  not  all  sold  one-half  of  the  com- 
mission, of  the  compensation,  is  rebated  to  the  syndicate  partici- 
pants upon  such  amounts  as  have  not  been  marketed. 

Q.  Then  the  one  per  cent,  on  the  sale  means  one-half  per  cent. 
on  the  par  of  the  bonds  that  are  sold  ?  A.  One-half  per  cent,  on 
the  par  of  the  bonds  that  are  sold,  or  express  it  better,  a  rebate 
of  one-half  per  cent,  on  the  bonds  which  are  not  sold. 

Q.  Well,  I  think  the  agreement  says  half  per  cent,  on  the 
purchase  and  half  on  sale?  A.  Tes,  but  that  is  the  meaning 
and  that  is  the  effect  of  it. 

Q.  If  for  example,  you  market,  as  syndicate  managers,  ten 
million  of  bonds  you  will  get  half  per  cent,  on  the  par  value  of 
that  ten  millions  ?     A.  Yes. 

Q.  What  you  have  said  with  regard  to  the  allotments  to  Mr. 
Squire  covers  the  whole  period  of  time  that  he  has  received  allot- 
ments and  explains  all  these?     A.  It  does. 

Q.  And  the  same  is  true  of  the  allotments  to  Hyde?  A.  It 
is  not. 

Q.  What  is  the  distinction?  A.  Mr.  Hyde  received  his  allot- 
ments at  the  distinct  request  of  the  society  that  they  should  be 
made  to  Mr.  Hyde  for  himself  and  interests  affiliated  with  the 
society.  It  was  the  interest  of  Mr.  Hyde  and  associates.  I  don't 
think  Mr.  Hyde  individually  ever  received  any  participation,  the 
participations  were  all  to  James  H.  Hyde  and  associates  upon 
written  request  of  the  society  that  they  should  be  so  made  for 
the  purpose  of  the  proper  division  between  the  different  interests 
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affiliated  with  the  Equitable  Society.  I  believe  we  have  the  orig- 
inal letter  here,  if  you  should  like  to  see  it. 

Q.  Is  this  the  communication  which  you  refer  to?     A.  It  is. 

Q.  Which  you  regarded  as  an  official  communication  from  the 
society?  A.  It  is  signed  by  James  H.  Hyde,  vice-president,  and 
written  on  the  paper  of  the  Equitable  Life  Assurance  Society. 

ME.  HUGHES:     I  will  oflfer  it  in  evidence. 

THE  WITNESS :     I  will  give  you  a  certified  copy  of  it. 

ME.  HUGHES:     Well,  I  will  mark  that. 

(Marked  Exhibit  219  and  read  by  Mr.  Hughes.) 

ME.  EOGEES:     What  is  the  date  of  that  letter  Mr.  Hughes? 

ME.  HUGHES:     February  lY,  1902. 

BY  ME.  HUGHES: 

Q.  Are  you  familiar  with  Mr.  Hyde's  handwriting?  A.  I 
know  that  is  his  signature. 

Q.  And  are  the  words  "  Vice-President "  there  written  in  his 
handwriting  also?     A.  I  think  it  is  his  handwriting;  yes,  sir. 

Q.  Were  you  a  director  in  the  Mercantile  Trust  Company? 
A.  I  am  not. 

Q.  Or  in  the  Western  National  Bank?  A.  I  am  not.  The 
Western  National  Bank  is  out  of  existence.  I  was  not  a  director 
in  the  Western  National  Bank. 

Q.  Yes,  but  at  this  time?    A.  No,  sir. 

Q.  Or  in  the  International  Banking  Company?     A.  No.  sirr. 

Q.  Or  in  its  successor,  the  Equitable  Trust  Company?  A.  I 
am  not. 

Q.  The  Commercial  Trust  Company  of  Philadelphia?  A.  I 
am  not.   . 

Q.  Or  in  the  Eranklin  National  Bank  of  Philadelphia?  A.  T 
was  for  a  short  time;  I  am  not  now;  but  I  was  for  a  short  time  a 
member  of  the  Board  of  the  Franklin  National  Bank. 

BY  ME.  COX: 

Q.  Mr.  Sehiff,  this  letter  seems  to  be  dated  here  1901,  and  then 
a  blue  pencil  having  been  drawn  through  that  date  and  afterwards 
opposite  1902?  A,  Yes.  1901,  was  a  slip  pf  the  pen;  it  wan 
in  1903. 
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Q.  "Who  did  that?  Who  changed  it?  A.  I  don't  know;  I 
don't  know  that.  "We  ascertained  it  was  in  1902;  it  was  in  tlie 
memorandum,  I  suppose,  in  pencil,  is  it  not,  the  change? 

Q.  It  is  ?  A.  The  letter  was  sent  on  that  date,  1902,  we  ascer- 
tained from  our  books;  it  was  received  on  that  date,  in  1902. 

Q.  Then  that  memorandum  was  put  on  in  your  office,  in  1902? 
A.  I  don't  know;  I  don't  know  who  put  it  on.  I  only  know  that 
the  proper  date  of  the  letter  is  1902. 

BY  MR  EOGERS: 

Q.  Mr.  Schiff,  I  observe  that  in  this  letter  Mr.  Hyde  states  at 
the  beginning  that  pursuant  to  a  conversation  with  a  member 
of  your  firm,  and  after  consultation  with  my  associates,  indicating 
a  personal  consultation,  and  then  at  the  close  of  the  letter  after 
reciting  who  shall  be  considered  as  participating,  he  adds,  "  and 
such  personalities  as  I  and  my  asociates  may  designate."  A.  Yes. 

Q.  Can  you  state  to  whom  he  referred  by  the  words  "  and  my 
associates  "  ?    A.  I  cannot. 

Q.  Did  you  understand  those  words  to  be  synonymous  with 
the  list  of  corporations?  A.  That  is  my  understanding;  that  is 
my  supposition. 

Q.  Isn't  it  a  fairer  interpretation  of  the  letter  to  assume  that 
it  referred  to  individuals  outside  of  the  corporations?  A.  No,  it, 
is  not.  I  have  not  finished  my  answer  to  your  question  in  which 
you  referred  to  a  reference  to  "  after  my  conversation  with  Mr. 
Kahn  "  I  believe,  was  it  not?  He  is  a  partner  of  Kuhn,  Loeb  & 
Company.  I  have  asked  Mr.  Kahn  what  passed  at  that  con- 
versation and  he  has  stated  that  at  that  conversation  Mr.  Hyde 
said  that  he  wanted  to  have  better  supervision  as  vice-president 
of  the  Equitable  Life,  as  to  the  proportions  the  interests  were 
properly  entitled  to,  and  he  preferred  that  he  as  -^ice-president  of 
the  Equitable  Life  should  say  how  much  should  be  allotted  to 
each  interest,  than  to  have  them  allotted  direct. 

BY  ME.  HUGHES: 

Q.  I  asked  you  whether  you  were  a  director  in  these  institutions 
and  you  said  you  were  not.  Are  members  of  your  firm,  or  is  any 
one  of  them,  a  director  in  the  Mercantile  Trust  Company?  A. 
Mr.  Mortimer  Schiff  is  a  director  in  the  Mercantile  Trust  Com- 
pany for  the  past  two  or  three  years. 

Q.  And  is  any  one  of  your  firm  a  director  in  the  "Western 
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jSTational  Bank,  or  was  lie  when  it  was  in  existence?  A.  I  am  not 
certain,  but  I  believe  Mr.  Kahn  was  for  a  short  while  a  director. 

Q.  Is  any  member  of  your  firm  a  director  in  the  National 
Bank  of  Commerce  ?  A.  I  am  a  director  in  the  National  Bank  of 
Commerce  and  Mr.  Kahn  is  a  director. 

Q.  And  in  the  International  Banking  Company?     A.  No. 

Q.  Is  any  member  of  your  firm  a  director  of  the  Equitable 
Trust  Company?  A.  Mr.  Kahn  is  a  director  of  the  Equitable 
Trust  Company. 

Q.  And  the  Commercial  Trust  Company  of  Philadelphia?  A. 
No. 

Q.  The  Eranklin  National  Bank?  A.  Mr,  Paul  M.  "Warburg 
is  a  director. 

Q.  Now,  can  you  explain  how  it  was  that  an  ofiicial  letter  of 
this  sort,  signed  by  James  H.  Hyde,  vice-president,  came  to  be 
written  on  this  subject?  A.  Mr.  Hyde  had  conversation  with 
Mr.  Kahn,  to  which  he  refers,  and  in  which,  as  I  understand 
from  Mr.  Kahn,  he  stated  that  hereafte*  he  would  prefer  that  we 
made  no  allotments  to  single  interests,  but  made  allotments  in 
this  manner,  and  to  which  Mr.  Kahn  answered  if  that  is  to  be 
done  we  want  to  have  the  ofiicial  request  of  the  Equitable  Life 
Assurance  Society,  and  that  letter  was  sent  to  us. 

Q.  Is  it  proper  to  say  that  you  did  not  think  that  this  request 
of  Mr.  Hyde's  could  be  assented  to  unless  the  Equitable  Society 
officially  requested  it?  A.  I  think  if  Mr.  Hyde,  who  was  vice- 
president,  or  is  vice-president,  of  the  Equitable  Life  Assurance 
Society  makes  such  a  request,  such  a  written  request  on  the  offi- 
cial letterhead  of  the  Equitable  Society  signed  by  him  as  vice- 
president,  it  would  be  sufficient  to  any  banking  house;  it  should 
be  sufficient. 

Q.  You  thought  that  Mr.  Hyde  had  authority  to  dispose  of  the 
allotments  which  properly  would  have  gone  to  the  Equitable 
Society?  A.  I  want  to  say  that  allotments  made  to  Mr.  Hyde 
were  for  larger  amounts  than  would  have  gone  to  the  Equitable 
Society.  All  these  interests,  as  a  rule,  prior  to  this  took  syndicate 
participations  from  us,  and  at  the  request  of  Mr.  Hyde  they  were 
put  in  one  amount  and  he  was  expected  to  divide  it/ properly 
divide  it. 

BY  :ME.  EOGEES: 

Q.  In  what  capacity  would  he  do  that,  as  vice-president  or  as 
an  individual?     A.  As  vice-president. 
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BY  ME.  HUGHES: 

Q.  He,  as  vice-president,  was  expected  to  divide  it  ?     A.  Yes. 

Q.  Well,  you  hardly  mean,  Mr.  SchifE,  that  Mr.  Hyde,  as 
vice-president  of  the  Equitable,  would  give  an  allotment,  for 
example,  to  himself  ?     A.  It  would  not  be  right. 

Q.  No,  consequently,  if  Mr.  Hyde  individually  was  embraced 
in  the  James  H.  Hyde  and  associates  he  would  hardly  be  deemed 
to  be  acting  within  his  duty  as  vice-president  in  taking  a  share  in 
that  allotment?     A.  Perfectly  correct. 

Q.  You  didn't  understand  that  he  was  going  to  take  a  share 
himself,  did  you?     A.  We  did  not. 

Q.  Was  it  ever  explained  to  you  that  he  was  taking  a  share 
himself  ?  A.  Never.  We  heard  nothing  of  that  until  these  dis- 
closures were  made. 

Q.  Now,  for  example,  we  notice  in  this  letter  not  only  certain 
companies  mentioned,  but  such  personalities  as  I  and  my  asso- 
ciates may  designate.  What  did  you  understand  that  to  mean? 
A.  Well,  there  are  quite  a  number  of  personalities  who  had  for- 
nierly  interests  in  our  syndicates.  General  Eitzgerald  had  and 
other  personalities,  and  we  understood  that  he  would  look  after 
all  these  personal  interests.  He  personally  never  had  any  syndi- 
cate interest  with  us. 

Q.  He  never  had  had  ?     A.  Not  so  far  as  I  know. 

Q.  What  is  that?     A.  Not  so  far  as  I  know. 

Q.  Prior  to  this  letter,  when  Mr.  Hyde  had  never  received 

A.  He  never  had  any  syndicate  interests. 

Q.  At  all?    A.  No,  sir. 

Q.  And  you  never  personally  gave  Mr.  Hyde  any  personal 
participation  in  any  syndicate?     A.  I  did  not. 

Q.  And  you  never  supposed  he  was  getting  any  from  the 
James  H.  Hyde  and  associates,  as  you  have  said  ?     A.  We  did  not. 

Q.  Well,  did  you  suppose  that  Mr.  James  W.  Alexander  had 
any  interest?  A.  I  can't  answer  that  questioij  properly.  I 
think  if  I — Mr.  Alexander  frequently  had  syndicate  participa- 
tions, did  he  not? 

MR.  HANAUEE:     Not  frequently,  but  several  of  them. 

THE  WITNESS:     Several  times. 

Q.  Two  of  them?  And  I  think  a  fair  supposition  would 
be  that  he  might  allot  a  part  to  Mr.  Alexander. 

Q.  Now,  take  Mr.  Mclntyre,  W.  H.  Mclntyre,  had  he  ever 
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received  a  syndicate  participation  from  Kuhn,  Loeb  &  Co.,  prior 
to  this  letter?     A.  JSTot  that  I  can  remember. 

Q.  Did  you  know  that  James  H.  Hyde  and  associates  ever 
covered  Mr.  Mclntyre?     A.  I  did  not. 

Q.  Was  it  your  intention  that  Mr.  Mclntyre  should  get  a  par- 
ticipation at  any  time  through  James  H.  Hyde  and  associates? 
A.  Well,  that  is  a  question  of  conscience.     I  gave  it  no  thought. 

Q.  It  wasn't  brought  to  your  attention  in  any  way,  certainly, 
if  you  gave  it  no  thought.  That  wasn't  your  purpose.  A.  We 
learned  of  the  manner  in  which  these  were  divided  only  by  the 
present  disclosures. 

MR.  ROGERS:    Mr.  Hughes,  whenever  you  are  ready. 

MR.  HUGHES:  If  it  is  agreeable  to  the  committee  I  will 
ask  to  continue  the  examination  for  a  little  time. 

THE  CHAIRMAN:    The  committee  will  continue  for  a  time. 

Q.  Now,  we  have  the  Frick  report  in  evidence  here,  and  it  fs 
unnecessary  to  go  over  with  you  in  detail  the  transfers  that  are 
there  set^forth.  The  point  that  I  want  particularly  to  understand 
is  this,  were  these  various  individual  participations  obtained 
through  division  of  the  allotment  to  James  H.  Hyde  and  associ- 
ates within  your  knowledge?     A.  They  were  not. 

Q.  You  never  heard  of  any  of  them?  A.  We  assumed  that  he 
would  divide  them  right. 

Q.  Take  for  example  the  Philadelphia,  Baltimore  and  Wash- 
ington and  Long  Island  Railroad  Refunding  4's.  There  was 
an  allotment  of  $500,000  according  to  your  list  to  James  H. 
Hyde  and  associates  and  another  allotment  of  $100,000  to  James 
H.  Hyde  and  associates.  It  turns  out  that  the  Equitable  Society 
only  got  $100,000,  that  none  of  the  other  corporations  men- 
tioned in  Mr.  Hyde's  letter  received  any  participation,  but  that 
the  residue  was  divided  between  four  individuals.  Now,  did  you 
oi-  any  member  of  Kuhn,  Loeb  &  Co.  have  any  knowledge  of  that? 
A.  No,  sir. 

Q.  Was  the  $600,000  allotment  to  James  H.  Hyde  and  asso- 
ciates intended  to  go  to  the  Equitable  in  any  part?  A.  Part  was 
intended  to  go  to  the  Equitable. 

Q.  Well,  what  part  would  you  have  allotted  to  the  Equitable 
if  you  had  done  it  yourself?  A.  That  particular  syndicate  was 
not  a  large  syndicate,  $10,000,000,  and  was  very  much  sought 
after.     The  participations  were  comparatively  small;   they  had 
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to  go  to  a  great  many  people  and  the  amount  itself  was  not  very 
large,  and  I  cannot  say  now  what  the  Equitable  would  have  re- 
ceived, but  it  is  certainly  not  correct  that  none  of  the  other  inter- 
ests mentioned  in  Mr.  Hyde's  letter  receive3.  any  except  the 
Equitable  $100,000. 

Q.  Now,  in  the  oases  which  were  mentioned  in  the  En'ck 
leport  it  appeared  that  the  Equitable  had  bought  bonds  from  the 
syndicate  managers,  I  believe.  Is  that  the  case  in  all  these  syndi- 
cates that  have  been  mentioned  here  in  which  certain  individuals 
participated?  A.  I  cannot  say;  that  is  a  large  question.  But 
}ou  can  be  furnished  with  a  statement. 

Q.  Before  I  leave  this  James  H.  Hyde  and  associates,  how 
did  James  H.  Hyde  and  associates  bind  themselves  when  they 
entered  into  a  syndicate?  How  did  they  become  subscribers? 
A.  We  sent  a  letter  to  Mr.  Hyde,  addressed  to  him,  "  James  H. 
Hyde  and  associates,"  and  I  assume  he  replied.  In  fact,  I  am 
certain  of  it  —  he  replied  just  the  same  as  anybody  else  replied 
accepting  or  declaring  participation. 

Q.  Then  it  was  by  James  H.  Hyde  and  associates?  A.  James 
IF.  Hvde  and  associates. 

Q.  You  said  accepting  or  declining.  Did  he  ever  decline? 
A.  I  don'  know;  he  may, have  in  a  single  instance.  No  instance 
occurs  to  my  knowledge  that  he  has. 

Q.  As  a  rule,  these  syndicate  offerings  are  not  declined,  are 
they,  by  your  friends  ?     A.  Very  exceptionally. 

Q.  Very  exceptionally,  unless  there  was  some  good  reason  for 
.^■uch  a  declination  it  would  hardly  be  regarded  as  a  gracious  re- 
Uirn  for  the  favor  shown,  would  it?  A.  Unless  there  was  some 
very  special  reason  they  would  not  be  declined. 

Q.  There  is  another  syndicate  regarding  which  I  desire  to  ask 
^•()u,  and  that  is  the  Union  Pacific  preferred  stock  syndicate.  You 
know  the  matter  to  which  I  refer?  Have  you  the  syndicate 
iigreement  or  a  copy  of  it?  A.  Mr.  Hughes,  I  want  to  say  here, 
if  you  will  permit  me,  I  will  make  a  statement  as  to  the  Union 
Pacific  preferred  syndicate  to  you  in  my  own  way.  I  believe  you 
will  get  fuller  information  and  better  information  than  by  quesr 
tions  and  answers,  and  at  the  end  if  you  wish  to  ask  me  anything 
you  can  ask  it. 

Q.  I  should  be  very  glad  to  have  you  make  your  statement. 
A.  Now,  as  to  this  Union  Pacific  Preferred  syndicate,  there  has 
been  very  considerable  discussion,  unjust  discussion,  and  unjust 
insinuations.     I  have  said  in  my  testimony  before  the  Superin- 
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tendent  of  Insurance,  wlaen  he  said  Kuhn,  Loeb  &  Co.  sold 
$2,500,000,  or  some  such  amount  of  Union  Pacific  preferred 
stock  to  the  Equitable  Life  that  that  was  a  false  record,  that 
Kuhn,  Loeb  &  Co.  never  had  sold  any  kind  of  stock  to  the  Equita- 
ble Life,  and  I  stand  by  what  I  have  said  in  that  testimony. 
The  Union  Pacific  Preferred  stock  syndicate  was  not  formed  by 
Kuhn,  Loeb  &  Co.  at  all.  They  never  sold  any  Union  Pacific 
preferred  stock  to  anybody.  The  Union  Pacific  preferred 
stock  syndicate  was  formed  by  Mr.  E.  H.  Harriman  for 
the  purpose  of  getting  a  concentrated  holding  of  Union  Pacific 
stock,  a  concentrated  conservative  holding,  and  for  that  reason 
the  preferred  stock  was  chosen  and  not  the  common  stock.  There 
is  no  secret  in  that.  We  have  never  had  the  original  syndicate 
letter  or  the  original  syndicate  paper.  We  were  simply  asked 
to  act  as  a  clearing  house  to  purchase  the  stock  at  the  New  York 
Stock  Exchange,  and'to  burnish  it  to  the  subscribers  in  that  syn- 
dicate at  exact  cost.  We  never  have  made  any  profit  out  of  this 
syndicate.  That  syndicate  was  for  $50,000,000,  of  which  nearly 
the  entire  amount  has  been  acquired,  and  amongst  the  names 
furnished  to  us  as  participants  in  such  syndicate  was  the  name 
of  Mr.  James  H.  Hyde  individually  for  two  and  a  half  millions, 
and  I  have  never  known  until  the  disclosures  of  the  Frick  Com- 
mittee that  the  Equitable  Life  had  any  share  in  that  syndicate. 
It  is  true  that  at  several  meetings  of  the  Finance  Committee  it 
was  brought  up  that  Union  Pacific  preferred  stock  had  been 
bought,  but  nothing  else  was  bought  up;  it  was  not  brought 
up  that  it  was  bought  in  a  syndicate ;  it  was  simply  read  off  with 
a  list  of  securities  which  had  been  acquired,  and  I  stand  by  it 
tliat  I  voted  for  the  purchase  of  Union  Pacific  preferred  stock. 
There  is  no  better  investment  in  this  wide  world.  The  Union 
Pacific  Company  earned  last  year  $22,000,000  over  and  above 
all  its  chargeis  and  out  of  that  it  had  to  pay  a  dividend  of 
$4,000,000  on  its  preferred  stock.  Every  life  insurance  company 
may  buy  that  stock,  ajid  it  cannot  get  a  better  security.  That  is 
all  there  is  about  it.  Since  it  has  been  disclosed  that  the  Equita- 
ble Life  Insurance  Company  holds  this  stock  it  has  been  asked 
to  divest  itself  of  it.  Mr.  Paul  Morton,  its  new  president,  has 
been  repeatedly  asked  by  the  managers  of  the  syndicate,  to  resell 
that  stock  to  them  and  he  has  declined.  Probably  he  must 
assume  that  it  is  a  good  enough  thing  to  hold  or  that  it  is  a 
good  enough  thing  to  hold  for  a  profit.  He  must,  for  it  is  worth 
more.     He  can  get  to-day,  and  the  Equitable  Life  could  have 
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got  any  day,  or  Mr.  Hyde,  in  whicli  they  were  in  the  syndicate 
their  cost  and  interest  for  their  holding  of  preferred  stock.  It 
is  not  the  Equitable  life  which  I  consider  in  this  matter.  Even  if 
I  had  known  that  this  stock  of  the  Equitable  Life  was  held  in 
syndicate  I  am  not  certain  that  I  would  have  voted  against  it. 
Union  Pacific  preferred  stock  as  a  permanent  investment  in  a 
holding  syndicate  is  a  good  thing  to  hold,  and  I  don't  know,  pos- 
sibly some  other  advantages  might  have  accrued  to  the  Equitable 
Life  because  it  held  that  stock.  That  preferred  stock  is  an  excel- 
lent investment  in  a  holding  syndicate,  and  as  a  director  I  think 
I  should  have  voted  that  it  should  hold  it  beca-use  it  would  have 
been  to  its  advantage.  But  I  did  not  know  it.  And  in  fact, 
when  the  first  criticism  came  up  Mr.  Paul  Morton  was  asked  to 
sell  it  at  cost  and  interest  and  declined,  and  he  has  declined  to 
this  day.  I  have  here,  and  Mr.  Hanauer  will  furnish  it  to  you, 
the  first  indication  that  the  transfer  had  been  made  of  Mr.  Hyde's 
interest.  Notice  came  to  us  from  Mr.  Paul  Morton  in  July  last, 
and  until  then  no  one  of  our  fixm  knew  anything  of  it.  I  have 
today  to  exchange  the  first  word  with  Mr.  Hyde  about  his  inter- 
est in  this  syndicate.  He  has  never  spoken  to  me  about  it;  I 
have  never  spoken  to  him  about  it,  because  it  was  not  my  affair, 
it  was  Mr.  Harriman's  affair.  Why  we  offered  to  the  Equitable 
Life  to  buy  it  is  because  we  ^—  I  don't  mean  personally  —  becau;-; 
we,  as  a  syndicate,  the  syndicate  managers  did  not  think  that  a 
life  insurance  company  was  a  desirable  associate  in  such  syndicate, 
in  a  long  syndicate.  That  is  the  reason  we  offered  to  buy  it  back, 
not  on  account  of  the  Life  Insurance  company,  but  on  our  own 
account,  and  I  stand  by  what  I  say. 

Q.  Now,  what  was  the  purpose  of  this  syndicate?  You  said 
it  was  to  concentrate  a  holding  of  a  large  amount  of  stock.  Do 
you  mean  by  that  to  maintain  through  such  holding  the  control 
of  the  Union  Pacific  property?  A.  Mr.  Hughes,  with  all  due 
deference,  I  do  not  think  that  that  is  a  question  for  you  to  ask 

me. 

Q.  "Well,  you  used  an  expression  "concentrated  holding."    A. 

Concentrated  holding. 

Q.  And  I  want  to  get  at  the  pith  of  it.  A.  These  interests  for 
their  ovm  convenience  desired  to  hold  a  large  amount  of  Union 
Pacific  preferred  stock.  Let  anybody  who  wants  to  draw  his  owji 
inferences. 

Q.  Well,  have  you  a  copy  of  the  agreement?  A.  I  have,  I 
have  no  secrets  in  it.    You  can  have  it. 
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Q.  That  perhaps  would  be  the  most  authoritative  statemeat  of 
the  purpose  of  it. 

MH.  HUGHES :  I  offere  it  in  evidence. 

(Marked  Exhibit  220.) 

THE  WITNESS:  I  would  also  like  to  furnish  you  the  copy 
of  the  assignment  of  Mr.  Hyde . 

Q.  That  we  already  have,  and  have  it  in  evidence  with  youi" 
correspondence.     A.  And  our  answer  to  it. 

Q.  Yes,  saying  that  it  was  subject  to  consideration  by  the  syn- 
dicate.   A.  And  that  was  only  two  months  ago. 

Q.  Well,  I  have  perhaps  not  the  last  communication,  but 
shortly  I  will  bring  that  up. 

(Exhibit  220  read  by  Mr.  Hughes.) 

Q.  Now,  that  I  understand  was  signed  by  James  H.  Hyde 
individually?    A.  Individually. 

Q.  Did  you  have  any  negotiations,  or  did  any  member  of  your 
firm  have  any  negotiations  with  James  H.  Hyde  preliminarily  to 
his  signing  that  agreement?    A.  I  think  not. 

Q.  You  said  something  in  your  statement  about  Mr.  Harriman, 
having  obtained  his  signature?    A.    Yes. 

Q.  You  referred  to  Mr.  E.  H.  Harriman  ?    A.    Yes. 

Q.  He  was  at  the  time  a  director  of  the  Equitable  Life  Assur- 
ance Society?     A.  I  believe  so. 

Q.  And  you  understand  that  be  obtained  Mr.  Hyde's  signa- 
ture?    A.  He  did. 

Q.  And  Mr.  Hyde  agreed  under  this  to  take  a  share  of  $2,500.- 
000  of  the  stock?     A.  He  did. 

Q.  You  have  said  that  the  syndicate  managers  had  under  con- 
sideration —  or,  at  least,  a  letter  produced  the  other  day  in  answer 
to  Mr.  Morton's  letter  advising  of  the  assignment  by  Mr.  Hyde 
to  the  society  of  liis  share  in  the  syndicate  transaction  said  that 
the  syndicate  managers  had  under  consideration  the  question  of 
the  acceptance  of  that  assignment,  or  rather  the  recognition  of  it. 
Had  any  decision  been  reached  upon^that  point?  A.  Mr.  Harri- 
man is  away  in  China  or  Japan  and  we  could  not  meet  and  de- 
cide that. 

Q.  You  have  said  that  you  did  not  regard  a  life  insurance 
company  as  a  satisfactory  party  in  such  a  transaction?  Why  is 
that?  A.  Because  in  any  decision  they  would  have  to  reach  it 
would  have  to  go  properly  before  its  directors,  and  a  life  insur- 
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ance  company  would  not  be  one  partner,  but  probably  be  —  I 
iHink  there  are  49  directors,  or  51  —  there  would  be  51  partners, 
and  it  would  not  be  well  to  have  51  associates  and  everybody  have 
to  express  his  opinion  about  it. 

Q.  You  would  prefer  to  have  individuals?  A.  As  far  as  prac- 
ticable —  as  far  as  practicable,  yes. 

Q.  Now,  when  Mr.  Hyde  signed  this  it  was  expected  that  Mr. 
Hyde  would  furnish  two  million  and  a  half  of  dollars?  A.  So 
it  was. 

Q.  And  he  was  regarded  as  being  able  to  furnish  that?  A. 
Perfectly. 

Q.  As  a  matter  of  fact,  as  the  proof  here  shows,  when  calls 
were  made  from  time  to  time  it  was  the  Equitable  Life  Assurance 
Society  that  paid  the  money?     A.  I  don't  know;  I  am  told  so. 

Q.  I  am  just  about  to  ask  you  that.  We  have  the  checks  show- 
ing that  on  each  call  made  by  Kuhn,  Loeb  &  Company  upon 
Mr.  James  H.  Hyde  the  Equitable  Life  Assurance  Society 
would  pay  to  Kuhn,  Loeb  &  Company  the  amount  called  for. 
Now,  did  those  matters  come  under  your  observation?  A.  Abso- 
lutely no.  The  cashier  of  Kuhn,  Loeb  &  Company  was  authorized 
to  take  in  payment  on  the  delivery  of  bonds  or  stocks  anybody's 
check  that  he  considers  good. 

Q.  Then  when  these  payments  were  made  certificates  of  stock 
in  the  name  of  Kuhn,  Loeb  &  Company,  and  endorsed  in  blank, 
were  delivered  to  officers  of  the  Equitable  Life  Assurance  So- 
ciety and  were  held  for  their  securities?  A.  They  were  not;  they 
were  delivered  to  the  messenger  of  James  H.  Hyde. 

Q.  They  were  not  delivered A.  If  the  messenger  was 

an  officer  of  the  Equitable  Life  I  don't  know;  I  don't  see  the 
messengers,  but  they  were  delivered  to  the  messenger  of  James 
H.  Hyde;  ail  notices  were  sent  to  James  H.  Hyde;  the  dividends 
were  paid  to  James  H.  Hyde,  and  all  receipts  were  either  signed 
by  James  H.  Hyde  or  signed  for  him.  In  one  single  instance  I 
find  out  a  receipt  was  signed  by  John  Gilchrist,  who,  I  under- 
stand, is  an  officer  of  the  Equitable,  but  they  were  signed  for 
James  H.  Hyde,  "1  confirm,"  or  "We  confirm  the  receipt  for 
James  H.  Hyde  of  so  and  so  much  money." 

Q.  The  point  I  am  now  trying  to  bring  out  is  this.  As  a  matter 
of  fact  were  you  cognizant  yourself  of  the  deliveries  that  were 
made  of  securities  and  who  got  them?  A.  Absolutely  not.  lam 
only . 

Q.  It  is  quite  apparent  from  the  facts  that  have  been  brought 
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out  here  that  whatever  your  knowledge  in  the  matter  maj  have 
been  as  to  Mr.  Hyde,  as  a  matter  of  fact,  that  the  Equitable 
bought  the  stock  and  the  Equitable  got  the  stock.  JSTow,  I  am 
asking  you,  following  upon  that  statement,  whether  any  part  of 
that  came  to  your  knowledge?     A.  It  did  not. 

Q.  I  call  your  attention  to  the  fact  that  the  minutes  of  the 
meeting  of  the  Committee  on  Finance,  held  on  February  2,  1903, 
recites  you  among  others  as  present  at  the  meeting.  Were  you 
present  at  the  meeting?     A.  If — I  am  sure  that  is  correct. 

Q.  The  minute  is  as  follows: 

"  The  Committee  on  Finance  met  at  the  rooms  of  the  society 
Monday,  February  2,  1903,  at  1  P.  M.  Present:  Messrs  Wheeloek, 
Depew,  Schiff,  Squire,  Snyder,  W.  H.  Baldwin,  Jr.,  Deming,  the 
president,  vice-president  and  secretary  of  the  committee. 

"  The  minutes  of  the  last  meeting  were  read  and  approved.  The 
purchase  of  securities  to  the  amount  of  $3,835,000,  and  the  sale 
of  securities  to  the  amount  of  $2,633,500  was  reported  and  ap- 
proved as  recorded  in  the  security  register.  Applications  for  loan 
on  bond  and  mortgage  were  presented  to  the  amount  of  $431,000, 
and  were  approved  to  the  amount  of  $417,500,  as  recorded  in  the 
bond  and  mortgage  register.    The  Committee  then  adjourned. 

"  W.  H.  Mclntyre,  Secretary." 

I  am  informed  that  the  transactions  which  were  submitted  to 
that  meeting  on  February  2,  1903,  were  in  this  security  register, 
which  I  now  show,  and  that  it  was  the  practice  to  read  at  these 
meetings  the  entries  as  they  appeared  in  the  security  register.  In 
the  first  place  was  that  the  practice?  A.  That  was  the  practice, 
yes,  sir. 

Q.  So  far  as  you  know,  was  that  practice  followed  at  this  par- 
ticular meeting  ?     A.  I  must  assume,  sir. 

Q.  Now,  I  find  under  the  list  of  securities  mentioned  there 
the  following:  500,000  Union  Pacific  Holding  Syndicate  at  100. 
"Was  you  attention — did  you  hear  that  read?  A.  I  did  not.  I 
heard  nothing  read  but  the  amount,  the  purchase  of  so  and  so 
many  Union  Pacific  Preferred  stock,  these  things  were  read  off 
very  quick,  and  unfortunately  my  hearing  is  not  very  strong,  some- 
times a  voice  drops  at  the  end  of  a  sentence,  but  there  was  nothing 
read  to  my  knowledge,  and  to  the  best  of  m^  recollection  concern- 
ing this  holding  syndicate. 
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Q.  Of  course,  you  would  not  say  that  it  was  not  in  fact  read, 
holding  syndicate,  but  merely  that  you  did  not  hear  it  read.  A.  T 
did  not  hear  it  read. 

Q.  You  said  before  Superintendent  Hendricks  on  the  examina- 
ttion  last  June,  where  a  reference  was  made  to  the  records,  "  The 
records  must  be  false."  Now,  do  you  claim  that  this  record  is  in 
any  way  inaccurate  itself?    A.  It  is.    It  is. 

Q.  In  what  sense  is  it  inaccurate  ?  A.  In  the  sense  that  so 
far  as  I  know — the  Equitable  Life  Assurance  Society  is  not  a 
holder  of  any  Union  Pacific  preferred  stock  in  a  holding  syndi- 
cate. 

Q.  Well,  the  point  is  not  particularly  as  to  your  knowledge  on 
the  subject,  but  &s  to  the  fact  whether  the  Equitable  had  acquired 
$500,900  Union  Pacific  Holding  Syndicate.  ISTow,  you  say  it 
had  not  acquired  it?  A.  I  thought  so  little — it  is  very  natural 
that  I  should  not  have  paid  attention  to  those  words,  holding  syndi- 
cate, because  it  was  not  in  my  mind  that  such  a  thing  was  possible, 
and  I  again  call  your  attention  to  the  assignment — how  could  this 
have  been  legally  or  even  morally  binding  upon  me  as  one  of  the 
syndicate  managers,  Kuhn,  Loeb  &  Company,  when  Mr.  Hyde 
did  not  assign  at  all  his  interest  until  two  months  ago  ? 

Q.  Well,  of  course  it  is  not  necessary  to  take  up  w-hat  con- 
stitutes a  legal  assignment,  for  the  Equitable  having  paid  the 
money  and  talcen  the  certificates  probably  Mr.  Hyde  would  have 
been  in  a  very  poor  position  if  he  had  tried  to  claim  the  interest 
as  against  the  Equitable,  although  he  had  not  executed  a  formal 

paper.     My  point  is .     A.  Let  me  say  as  far  as  Kuhn,  Loeb 

&  Company  are  concerned,  the  Equitable  has  not  paid  the  money. 
Mr.  Hyde  has  paid  the  money. 

Q.  What  you  mean  is  that  Kuhn,  Loeb  &  Company  did  not 
recognize  the  transaction .     A.    They  knew  nothing  of  it. 

Q.  But  do  you  desire  to  have  your  testimony  stand  without 
correction  that  the  records  of  the  Equitable  Society,  apart  from 
what  you  may  have  heard,  or  understood,  are  false  ?  A.  I  shall 
wish  to  advise  with  counsel  about  that. 

Q.  Yes.  A.  In  my^opiq^on  I  will  add  that  the  record  as  far  as 
Kuhn,  Loeb  &  Company  are  concerned  and  as  far  as  I  am  con- 
cerned, and  as  my  knowledge  is  concerned,  the  record  is  not  a 
correct  record. 

Q.  Of  course,  the  fact  that  the  Equitable  paid  the  money,  you 
have  since  learned,  you  know  that?  A.  I  have  only  very  re- 
cently learned  it. 
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Q.  And  that  is  a  matter  of  -whiph  we  may  assume .     A.   It 

was  a  matter  of  which  I  had  no  knowledge  whatsoever. 

BY  MR.  ROGERS: 

Q.  I  do  not  understand  you  to  say  that  the  statement  that  you 
were  present  that  day  is  incorrect.  A.  ISTo,  of  course,  that  state- 
ment is  correct.    I  do  not  dispute  such  statement. 

Q.  And  I  do  not  understand  you  to  say  that  the  record  of  what 
transpired  tnat  day  is  incorrect,  but  simply  that  if  it  transpired 
you  had  not  knowledge  of  it  at  the  time  ?  A.  My  attention  was 
not  called  to  it. 

BY  MR.  HUGHES: 

Q.  Now,  the  next  meeting  at  which  this  matter  was  brought  up 
was  apparently  one  of  July  6,  1903,  of  which  the  minutes  pro- 
duced in  the  minute  book  are  as  follows : 

"  The  Committee  met  in  the  rooms  of  the  Society  on  Monday, 
July  6,  1903,  at  1  P.  M.  Present:  Messrs.  Schiff,  Squire,  Sny- 
der, Doming  and  the  secretary  of  the  Committee. 

"  The  minutes  of  the  last  meeting  were  read  and  approved. 
The  purchase  of  securities  to  the  amount  of  $2, 971,700  and  the 
sale  of  securities  to  the  amount  of  $3,066,500  were  reported  and 
were  approved  as  reported  in  the  security  register.  Applications 
for  loans  upon  bonds  and  mortgage  were  submitted  to  the  amount 
of  $620,500  and  approved  to  the  amount  of  $414,500  as  recorded 
in  the  bond  and  mortgage  register.  The  Committee  then  ad- 
journed, 

"  W.  H.  Mclntyre,  Secretary." 

Q.  You  were  present  at  that  meeting  as  stated  ?  A.  I  was. 
Mr.  Hughes,  at  this  time  I  will  make  the  same  answer  that  I  have 
made  before  to  any  meeting  at  which  my  name  appears. 

Q.  Well,  I  wanted,  as  it  is  my  duty,  to  call  your  attention  to 
the  fact  that  at  this  meeting  as  well  as  at  the  other  meeting  in 
the  security  register  the  securities  in  question  are  referred  to  as 
$900,000  Union  Pacific  preferred  stock  syndicate.  Now,  I  tmder- 
stand,  you  do  not  in  any  way  mean  to  say  that  you  were  not 
present  at  the  meeting,  or  that  this  was  not  read,  but  you  do  sav 
you  did  not  hear  it.  A.  I  do.  My  attention  was  not  called  to 
it.  And  I  want  to  say  right  here  that  I  don't  know  whether 
it  is  so,  but  I  don't  remember  that.  Mr.  Hughes,  I  want  to  say 
right  here  that  T  don't  remember  that  any  syndicate  transactions 
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"were,  as  sudi,  ever  brought  to, the  notice  of  the  Finance  Com- 
mittee.  I  do  not  remember  that  when  the  Equitable  went  into 
a  syndicate  transaction  that  it  was  reported  other  than  as  a 
purchase  after  they  had  paid  for  it.  If  they  had  paid  for  it, 
the  securities  were  read  off,  and  very  likely  in  this  instance 
simply  the  securities  were  read  off,  and  nothing  said  of  a  holding 
syndicate. 

Q.  Well,  that  would,  of  course,  depend  on  .what  was  actually 
read A.  I  have  no  recollection. 

Q.  Well,  of  course,  you  know  sometimes  one's  recollection  is 
refreshed  by  reference A.  Well,  my  recollection  is  re- 
freshed to  that  extent  that  I  know  nothing  of  it. 

Q.  My  attention  is  called  to  the  fact  by  counsel  that  in  the 
testimony  before  Mr.  Hendricks,  Superintendent  of  Insurance, 
ycu  were  asked  in  one  place:  "Here  is  the  office  voucher  for  the 
9,000  shares."  This  is  the  question:  "Q.  Here  is  the  office 
voucher  for  9',00O  shares.  'Purchased  of  Kuhn,  Loeb  &  Com- 
pany, Union  Pacific  preferred  holding  certificate,  9,000  shares  at 
100,  $900,000.  Paid  June  16,  1903,'  that  is  the  check  of  the 
Equitable  Life  paid  for  the  purchase  of  $900,000  to  Kuhn,  Loeb 
&  Company  for  Union  Pacific  preferred  holding  certificate.  A.  1 
can  only  say  to  you  that  whoever  furnished  y6u  that  record  or  in- 
formation of  sales  of  Union  Pacific  preferred  stock,  or  any  other 
stock  to  the  Equitable  Life,  has  furnished  you  with  a  false  rec- 
ord." Now,  in  what  particular  did  you  mean  to  say  the  rec- 
ord was  false?  A.  That  Kuhn,  Loeb^&  Company  never  sold 
any  Union  Pacific  preferred  stock  to  the  Equitable,  and  I  say 
so  now.  Even  if  the  Equitable  Life  has  become  a  member  of 
this  syndicate,  Kuhn,  Loeb  &  Company  have  not  sold  it  any  pre- 
ferred stock. 

Q.  iN'ow,  I  must  call  your  attention  to  certain  testimony  that 
was  given  before  Superintendent  Hendricks  by  Mr.  James  II. 
Hyde  after  you  had  been  sworn  and  examined  with  reference  to 
these  transactions.  The  testimony  is  as  follows,  relating  to  this 
Union  Pacific  syndicate: 

"Q.  That  underwriting  was  your  own  personal  underwriting? 
A.  !N'o,  it  was  not,  as  I  tliink  I  have  said  in  my  testimony, 
after  consultation  and  agreement  with  Mr.  Alexander,  who  wrote 
the  letter  indemnifying  me,  and  the  counsel  for  the'  society  went 
over  the  papers.  I  have,  I  think,  already  said  that  under  oath. 
I  have  never  had  any  of  the  shares  in  my  possession. 
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BTME.  HENDEICKS: 

Q.  They  still  stand  in  the  name  of  Kuhn,  Loeb  &  Company? 
A.  I  personally  never  had  anything  to  do  with  the  things;  it  has 
all  been  done  on  behalf  of  the  Equitable. 

Q.  They  understood  that  you  were  the  underwriter,  I  con- 
clude from  the  fact  that  they  addressed  this  letter  to  you  per- 
sonally. A.  That  is  not  a  correct  understanding.  1  am  pre- 
pared to  swear  to  that. 

Q.  In  your  judgment,  Kuhn,  Loeb  &  Company  understoodthat 
you  were  acting  for  the  Equitable  Society?  A.  Yes,  I  am  quite 
prepared  to  swear  to  that. 

BY  ME.  DEISCOLL: 

Q.  Can  you  state  any  facts  that  you  say  brought  that  to  the 
knowledge  of  Kuhn,  Loeb  &  Company,  that  you  were  acting  for 
the  Equitable?  A.  I  think  I  can;  I  would  like  to  refresh  my 
memory  on  that;  it  is  an  important  matter  and  I  don't  want  to 
make  a  mistake. 

BY  ME.  HENDEICKS: 

Q.  Mr.  Schiff  says  that  Xuhn,  Loeb  &  Company  never  sold  a 
dollar's  worth  of  stock  of  any  kind  to  the  Equitable.  A.  I.  beg 
to  differ  with  him;  he  sent  a  member  of  his  firm,  and  suggested 
that  it  should  be  carried  in  a  different  shape,  which  shows  that 
he  knew  it  belonged  to  the  Equitable.  I  don't  remember  just  the 
facts,  but  I  can  refresh  my  memory  on  it."' 

Q.  Now,  referring  to  that  testimony  of  Mr.  Hyde,  in  which 
he  says  that  you  sent  a  member  of  your  firm  and  suggested  that 
this  stock  should  be  carried  in  a  different  shape,  is  that  true  ? 
A.  Mr.  Hughes,  it.  came  to  my  notice  some  four  or  six  weeks 
ago,  while  I  was  at  Bar  Harbor  —  I  think  in,  the  Evening  Post 
there  was  a  statement  that  printed  books  of  the  testimony  had 
been  distributed  by  Mr.  Hendricks,  and  it  said  this  was  part  of 
the  testimony.  I  sent  immediately —  •  no,  the  Evening  Post  did 
not  say  one  of  the  partners,  it  said  Mr.  Mortimer  Schiff,  the  son  of 
Mr.  Jacob  H.  Schiff.  I  immediately  telegraphed  here  to  New 
York  —  my  son  is  in  Europe  at  present  —  I  immediately  tele- 
graphed to  New  York  to  cable  to  my  son  to  find  out  whether  he 
had  —  whether  that  was  correct  testimony.  The  reply  of  my  son, 
which  I  would  be  very  glad  to  furnish  you  in  the  original,  says, 
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when  the  report  last  year  of  the  Equitable  appeared  he  found 
a  statement  in  it  that  they  had  so  and  so  much  Union  Pacific 
preferred  in  the  syndicate,  and  he  said  he  immediately  went  over 
and  saw  Mr.  Mclntyre  and  told  him  the  same  thing  that  I  told 
in  my  testimony,  that  we  knew  nothing  of  it,  and  we  recognized 
in  such  holdings  that  Mr.  Hyde  was  the  holder,  and  the  Equit- 
able had  no  interest  in  it  to  our  knowledge.  And  Mr.  Mclntyre 
said  in  answer  it  would  be  corrected. 

Q.  Did  you  ask  your  son  whether  he  knew  that  the  Equitable 
hid  paid  the  money  on  the  syndicate  calls  ?  A.  My  son  is  in 
Europe.  How  could  I  have  asked  him  ?  I  simply  inquired  from 
him  whether  that  statement  was  correct.  It  was  on  the  part  of 
Mr.  Hyde  simply  trying  to  shield  himself.  He  knew  I  knew 
nothing  of  it.  He  has  yet  to-day  to  speak  the  first  word  to  me 
about  it.  As  I  have  said  before,  I  have  never  exchanged  a  word 
with  Mr.  Hyde  about  his  holdings  in  this  matter. 

Q.  Why  should  he  desire  to  shield  himself,  from  what  ?  A.  He 
wants  to  say  that  he  has  transferred  it  in  the  face  of  our  state- 
ment, he  wants  to  say  that  he  has  transferred  it  with  our  knowl- 
edge to  the  Equitable,  which  is  untrue,  I  say. 

Q.  Well,  your  emphasis  of  that  would  seem  to  indicate  that 
you  did  not  regard  that  as  a  proper  transaction  for  the  Equitable 
to  enter  into  ?  A.  I  repeat  what  I  have  said  to  you  before,  that 
if  I  had  known  that  the  Equitable  had  been  asked  to  take  an 
interest,-  I  mean  assuming  it,  I  probably  would  have  objected, 
because  T  do  not  think  it  is  desirable  to  have  a  life  insurance  so- 
ciety as  a  partner  in  such  a  syndicate.  But  as  a  director  for  the 
time  being  of  the  Equitable,  I  do  not  deny  that  I  probably  would 
have  voted  for  the  Equitable  that  this  would  be  a  proper  invest- 
ment for  it. 

Q.  Well,  do  you  think,  as  a  general  principle,  that  it  is  a  wise 
thing  for  an  insurance  society  to  invest  money  in  stock  which  is 
to  be  held  for  the  purpose  of  maintaining  the  control  of  a  rail- 
road property  and  which  cannot  be  brought  to  sale,  say,  for  a 
period  of  four  or  fi'?e  years?  A.  Mr.  Hughes,  I  have  said  to 
you  before  that  I  am  not  prepared  to  say  that  this  stock  was 
bought  for  any  other  purpose  than  to  have  a  concentrated  hold- 
ing, and  I  do  not  —  I  do  not  wish  to  be  understood  that  I  think  it 
is  perfectly  proper  if  they  can  get  it,  we  would  not  have  consented 
to  give  it  to  them  —  if  they  can  get  it  for  a  life  insurance  com- 
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pany  to  hold  the  preferred  stock  of  the  Union  Pacific,  even  if  it 
has  to  hold  it  for  five  years. 

Q.  Tou  think  it  is  proper  —  I  am  now  asking  your  judgmenl- 

as  a  citizen,  entirely  apart  from  any  interest  in  the  question 

A.  Yes. 

Q.  (Continuing)  for  an  insurance  company  to  buy  stock  in 
a  railroad  company  where  the  stock  is  to  be  pooled  under  the 
control  of  bankers  and  persons  interested  in  the  railroad  company 
for  a  period  of  five  years,  and  in  the  meantime  cannot  be  sold  by 
the  insurance  company  ?  A.  That  is  a  different  —  you  used  the 
word  pool. 

Q.  I  was  reading  from  the  agreement  when  I  used  it.  A.  In 
the  agreement  these  trustees  under  the  agreement  had  only  the 
right  to  hold  it.  They  could  not  do  anything  else  with  it.  They 
could  not  sell  it.  It  was  not  a  speculation.  If  you  ask  me,  as  a 
citizen,  I  say  that  I  have  always  maintained  in  the  Equitable,  and 
I  say  it  here  with  all  the  emphasis  that  I  can  give  to  it,  that  I 
think  it  is  a  mistake  for  an  insurance  company  to  be  permitted 
to  buy  common  stock,  speculative  stock  of  anything,  and  I  have 
always  raised  my  voice  in  the  Equitable  against  the  practice  of 
buying  common  stock.  But  they  have  gone  and  done  it  anyhow. 
But  I  think  that  preferred  stock  of  companies  like  the  Union 
Pacific,  which  earned  five  or  six  times  the  amount  necessary  to 
pay  the  dividends  on  the  preferred  stock,  is  a  perfectly  proper 
investment. 

Q.  My  object  is  to  direct  your  attention  particularly  to  that 
feature  of  this  investment  or  of  such  an  investment  wherein  the 
insurance  company  is  deprived  of  the  right  to  sell  for  five  years, 
and  the  control  is  placed  in  the  hands  of  certain  bankers  and 
persons  interested  in  the  railroad  company.  Now,  do  you  regard 
it  as  a  proper  thing  for  an  insurance  company  in  the  insurance 
business  to  put  its  funds  in  such  a  position  that  it  cannot  control 
them  and  realize,  if  necessary,  upon  its  securities?  A.  That  is  a 
matter  of  opinion.  In  an  insurance  company  that  holds  assets  of 
four  hundred  million  dollars,  and  that  may  get  collateral  ad- 
vantages through  such  a  permanent  holding,  I  think  I  would  not 
be  against  taking  such  a  holding  if  I  could  get  at  it. 

Q.  If  you  look  at  it  in  a  broad  way,  Mr.  Schiff,  as  a  man  of 
large  experience  in  such  matters,  would  you  not  see  the  great 
danger  in  allowing  the  funds  of  insurance  companies  to  be  used 
for  the  purpose  of  maintaining  concentrated  holdings,  as  you 
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term  it,  and  maintaining  its  investments  in  such  a  position  that 
it  could  not  dispose  of  them  for  a  period  of  years?  Is  that  not 
fraught  with  great  danger  and  possibility  of  abuse?  A.  Mr. 
Hughes,  you  cannot  govern  large  corporations  by  theory  or  by 
picking  out  isolated  instances.  I  am  opposed  and  have  always 
publicly  said  so,  to  insurance  companies  controlling  anything. 
Insurance  companies  should  simply  be  permiitted  to  invest  their 
money  in  securities  that  do  not  control  anything.  The  danger 
to  the  State  is  in  these  large  accumulations,  and  if  these  large 
accumulations  exercise  control,  in  time  of  danger  it  will  become 
very  great.  But  there  are  instances,  single  instances,  the  Equi- 
table life  with  such  a  holding  does  not  control  the  Union  Pacific 
Railroad. 

Q.  I  was  going  to  call  your  attention  to  the  reverse  of  what  you 
said  that  the  danger  might  lie  in  some  of  these  accumulations 
being  controlled  by  others,  itfow,  is  it  not,  frankly,  a  dangerous 
thing  for  the  funds  of  insurance  companies  to  be  used  so  that  they 
can  be  tied  up  in  securities  which  individuals  may  desire  to  have 
in  a  concentrated  holding  withdrawn  from  the  market  for  a  period 
of  years?  A.  I  do  not  want  to  answer  in  such  a  general  way. 
If  I  had  to  vote  on  such  a  thing  I  would  want  to  know  all  the 
details  of  the  transaction  as  it  comes  before  me. 

Q.  But  as  a  general  principle  you  would  be  against  it?  A. 
Greneral  is  dangerous,  and  I  do  not  want  to  answer  such  a  question. 

Q.  You  do  not  want  to  answer  such  a  question?     A.  No. 

MR.  HUGHES:  That  is  all. 

THE  WITNESS:  Before  you  adjourn,  Mr.  Hughes,  I  would 
like  to  make  another  statement. 

Gentlemen,  I  shall  not  keep  you  very  long.  I  have  been  before 
the  Superintendent  of  Insurance  and  have  made  certain  state- 
ments. Part  of  these  statements  have  been  published  by  the 
Superintendent  of  Insurance  and  have  been  criticized,  have  been 
published  to  my  damage  and  to  the  damage  of  my  firm.  For  in- 
stance, the  Superintendent  of  Insurance,  in  face  of  different  tes- 
timony before  him  —  and  when  I  say  that,  I  say  it  without  re- 
serve—  published  to  the  world  that  the  Equitable  Life 
Assurance  Society  bought  certain  Japanese  bonds  from 
Kuhn,  Loeb  &  Company,  and  a  short  time  afterward, 
or  some  time  afterward,  sold  them  back  to  Kuhn,  Loeb  & 
Company  at  a  loss  of  2J  per  ce»t.      It  was  shown  to  the  Super^ 
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intendent  of  Insurance  that  the  bonds  were  subscribed  for  by  the 
Equitable  life  Assurance  Society,  they  were  sterling  bonds  at  the 
rate  of  4.88  to  the  pound  sterling,  and  that  they  were  sold  by  them 
at  the  rate  of  $5.00  to  the  pound  sterling,  just  2i  per  cent.  Per- 
haps the  Superintendent,  who  has  so  closely  watched  these  insur- 
ance companies,  does  not  know  what  the  rate  of  exchange  is  and 
he  has  sent  broadcast  through  the  world  that  Kuhn,  Loeb  &  Com- 
pany have  bought  something  back  a  short  time  after  they  sold  it 
at  2i  per  cent,  loss,  and  it  is  not  true,  and  he  makes  the  statement 
in  face  of  the  testimony  before  him  that  he  was  incorrect. 

Now,  I  want  to  state  this  here  publicly,  and  I  want  further 
to  state  that  it  has  been  said  that  Kuhn,  Loeb  &  Company  monop- 
olized the  financial  business  of  the  Equitable  Life.  I  find 
that  the  Equitable  Life  —  I  have  it  from  its  ofiicers — bought 
during  the  past  five  years  $197,000,000  of  securities.  Is  that 
correct? 

MR.  WmTHEOP:    Yes. 

THE  WITNESS:  Of  which  Kuhn,  Loeb  &  Company  sold  it 
somewhat  over  $33,000,000,  just  one-sixth.  Is  that  monopolizing? 
I  have  never  asked  any  favor  as  a  director  of  the  Equitable  Life 
Assurance  Society  from  it.  I  have  granted  it  many  favors.  I  am 
not  conscious  of  ever  having  done  as  director  of  the  Equitable 
Life  Assurance  Society  any  wrong  of  commission.  I  may  have 
done  something  of  omission.  It  is  a  case  of  hindsight  and  not 
of  foresight,  but  my  conscience  frees  me  from  any  wrong.  I 
have  been  as  good  a  director  as  I  knew  how,  and  I  have  done  my 
duty.  Kuhn,  Loeb  &  Company  have  sold  during  the  past  five 
years,  or  been  concerned  in  the  marketing  of  securities  to  the 
amount  of  $1,360,000,000,  and  of  these  they  have  sold  $33,000,000 
or  $34,000,000  to  the  Equitable  Life,  does  that  look  like  undue 
influence?  Does  it  look  like  favoritism?  Kuhn,  Loeb  &  Com- 
pany during  the  past  five  years  have  sold  $42,000,000  of  bonds  to 
the  Mutual  Life  Insurance  Company,  and  they  have  sold  $31,000,- 
000  bonds  to  the  New  York  Life  Insurance  Company  and  they 
have  sold  $33,000,000  bonds  to  the  Equitable  Life  Assurance 
Society.  Does  that  look  like  favoritism?  Kuhn,  Loeb  &  Com- 
pany have  sold  securities  for  the  past  twelve  years  to  the 
Equitable  life  Assurance  Society,  since  the  time  I  am  di- 
rector, which  show,  compared  with  the  present  market  rates, 
profits  or  advances   o£  $1,600,000.     During  the  past  five  ;^ear3 
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the  best  securities,  like  ISTew  Yorlc  Central  bonds  or  Lake  Shore 
bonds,  or  New  York  City  bonds,  or  Chicago  and  Northwestern 
bonds,  have  declined  from  8  to  12  per  cent.,  and  the  profit  on  the 
market  advance  on  securities  which  Kuhn,  Loeb  &  Company  havp 
sold  to  the  Equitable  during  the  past  five  years  have,  in  iace  of 
that,  advanced  from  $500,000  to  $600,000. 
I  thank  you,  if  I  have  taken  up  your  time. 

THE  OHAIRMAlir:     The  Committee  will  now  take  a  recess 
until  three  o'clock  sharp. 


[A.FTEE   KECESS. 

MK  HTJGEffiS:     Mr.  Mayne,  will  you  take  the  stand? 

ALFKED  W.  MAYNE,  called  as  a  witness  and  being  duly 
sworn,  testified  as  follows; 

BY  MK.  HUGHES: 

Q.  Where  do  you  reside?     A.  Summit,  New  Jersey. 

Q.  What  is  your  occupation?  A.  Associate  Auditor  of  the 
Equitable  Life. 

Q.  How  long  have  you  been  Associate  Auditor  of  the  Equitable 
Life  ?  A.  Associate  Auditor,  or  Second  Auditor,  about  the  same 
thing,  sir,  since  1892. 

Q.  What  are  your  duties  as  such  Associate  Auditor?  A.  To 
audit  and  examine  the  reports  of  the  managers,  cashiers  and 
agents,  in  the  agencies  throughout  the  United  States  and  Canada. 

Q.  Have  you  from  time  to  time  had  occasion  to  observe  the 
course  of  Legislation  in  various  States.     A.  Yes,  sir. 

Q.  In  what  way?  A.  Eirst  I  got  in  touch  with  the  legisla- 
tion, from  the  auditing  of  bills  that  came  through  the  account  for 
taxation  and  became  thus  somewhat  familiar  with  the  laws. 

Q.  What  bills  do  you  refer  to  ?  A.  To  the  bills  for  taxes  on 
the  several  State  Governments,  and  of  licenses  of  the  munici- 
palities. 

Q.  And  did  that  broaden  out  so  that  you  observed  generally  the 
course  of  legislation  ?     A.  Yes,  sir. 

Q.  And  for  how  long  a  time  has  that  been  so  ?  A.  Well,  I  have 
been  more  specially  since  the  last  five  years. 
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Q.  In  the  course  of  that  time  did  you  ever  happen  to  meet 
Andrew  Hamilton  ?     A.  Yes. 

Q.  When  did  you  first  meet  Mr.  Hamilton  ?  A.  I  should  say 
it  was  about  1900. 

Q.  How  did  you  meet  him  ?  A.  The  president,  Mr.  Alexander, 
called  me  in  his  room  and  presented  Judge  Hamilton,  and  stated, 
that  Judge  Hamilton  had  been  looking  over  the  arrangement 
they  had,  after  matters  of  legislation  as  counsel,  appearing  before 
committees  personally  or  by  others,  and  in  order  to  relieve  him, 
he  desired  that  I  keep  in  touch  with  Judge  Hamilton,  in  the  sense 
that  he  would  report  to  me  with  reference. to  anything  special 
rather  than  to  Mr.  Alexander  himself. 

Q,  How  frequently  did  you  meet  Mr.  Hamilton  after  that  time  ? 
A.  Rather  infrequently,  because  he  was  on  the  road  a  good  deal 
and  there  was  much  to  report  when  he  did  come  in. 

Q.  When  you  say  that  he  was  on  the  road,  do  you  mean 
through  the  country  ?     A.  I  mean  through  the  country. 

Q.  Did  he  from  time  to  time  make  reports  as  to  what  was  done 
with  regard  to  legislation  in  various  states  ?     A.  ,Yes. 

Q.  He  made  those  reports  to  you?     A.  Yes,  sir. 

Q.  What  do  you  recall  his  saying  from  time  to  time  with  regard 
to  the  matter?  A.  Simply  that  he  had  appeared  before  certain 
committees  and  presented  the  views  of  insurance  companies  or  had 
other  counsel  appear  for  him  and  he  felt  that  certain  legislation 
that  was  shown  was  not  to  the  interest  of  the  policy  holders  would 
not  pass  or  that  others  would  be  noticed  and  the  objectionable 
features-  would  be  modified  and  eliminated. 

Q.  Then  you  took  up  with  him  from  time  to  time  bills  that  had 
been  proposed  in  various  Legislatures?  A.  Sometimes  I  would 
call  his  attention  to  bills  to  be  sure  that  his  attention  had  been 
called  to  them  by  communicating  with  his  office,  not  knowing 
where  he  was. 

Q.  Did  you  get  a  copy  of  bills  that  were  introduced  in  various 
State  Legislatures  affecting  insurance  matters?  A  Sometimes, 
but  the  information  that  we  had  regularly  was  the  Bulletin  pub- 
lished by  the  Insurance  Journal  of  the  proposed  bills  in  the  vari- 
ous Legislatures  as  presented. 

Q.  Then  you  would  call  Mr.  Hamilton's  attention  to  these 
matters?  A.  At  times,  yes,  sir. 

Q.  And  he  was  retained  by  the  Equitable  Life  Asrauranci;) 
^ocietj  to  protect  its  business?    A.  Yes, 
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Q.  From  time  to  time  were  payments  made  by  the  Equitable 
Society  to  Mr.  Hamilton?    A.  Yes,  sir. 

Q.  Have  you  a  statement  of  such  payments?  A.  I  think  you 
have  that  statement  yourself,  Mr.  Hughes. 

Q.  (Handing  paper.)  Is  this  a  correct  statement  ?  A.  That  is 
the  statement  furnished  by  the  cashier  to  the  president  of  the 
company,  Mr.  Morton,  on  yesterday. 

Q.  Have  you  made  such  an  examination  of  the  matter  that 
you  are  able  to  state  that  this  is  a  complete  statement?  A.  'No, 
sir,  because  I  have  not  examined  that  statement  aiid  simply  ac- 
cepted it  as  coming  from  the  cashier  who  was  out  when  I  returned, 
and  his  lieutenant  says  it  is  a  complete  statement  —  his  assistant. 

Q.  Did  these  payments  pass  under  your  observation  when  they 
were  made?    A.  No,  sir,  except  the  last  two. 

ME.  IHJGHES :  I  will  have  this  marked  for  identification. 

(Paper  marked  Exhibit  221  for  identification.) 

Q.  I  find  here,  under  date  of  February  1,  1895,  a  payment  of 
$500.  Have  you  the  voucher  for  that  payment?  A. .  I  have,  sir 
(producing  paper). 

ME.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  222  and  read  by  Mr.  Hughes.) 

Q.  Were  you  conversant  with  that  at  the  time?     A.  No,  sir. 

Q.  That  was  before  you  knew  of  Mr.  Hamilton's  relation  to 
these  matters?    A.  Yes,  sir. 

Q.  Was  that  a  check  to  Mr.  Hamilton's  order?    A.  Yes,  sir. 

Q.  Have  you  it  here?    A.  I  have. 

Q.  This  is  a  ciheck  tmder  date  of  February  1,  1895,  signed  by 
M.  Murray,  easier,  and  T.  "D.  Jordan,  Comptroller,  for  $500 
which  appears  to  have  been  endorsed  back  to  the  'Society  by  Mr. 
Hamilton.  Do  you  know  what  that  means?  A.  I  asked  that  ut 
noon  and  they  told  me  that  probably  they  cashed  it  for  Mr.  Ham- 
ilton. 

Q.  The  next  payment  I  find  here  is  June  7,  1895,  $1,333.33, 
and  you  now  hand  me  the  voucher?    A.  Yes. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Marked  Exhibit  223  and  read  by  Mr.  Hughes.) 

Q.  Have  you  a  check  for  that?    A.  Yes. 
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Q.  You  show  a  check  dated  June  7,  1895,  fo  this  amount  which 
appears  to  have  been  endorsed  and  deposited  or  paid  through  the 
New  York  State  ISTational  Bank  of  Albany?    A.  Yes. 

Q.  This  says  the  balance  for  services  and  disbursements.  Ap- 
parently prior  payments  had  been  made.  This  had  no  relation  to 
this  $500  item  of  Missouri,  had  it  ?  A.  I  don't  know,  sir,  but  I 
imagine  it  did. 

Q.  It  says  in  re  non-forfeiture  tax  and  report.  You  think  it 
is  the  same  matter  ?    A.  I  should  judge  so. 

Q.  The  next  payment  I  find  is  January  25,  1896,  of  $1,000. 
Have  you  the  voucher  for  that  ?     A.  Yes  (producing  paper). 

ME.  HUGHES:     I  offer  that  in  evidence.' 

(Paper  marked  Exhibit  224  and  read  by  Mr.  Hughes.) 

Q.  Apparently  that  was  also  a  balance  of  services  as  special 
counsel,  implying  earlier  payments?  A.  Apparently  fropi  the 
vouchers. 

Q.  Have  you  any  record  of  such  earlier  payments  ?  A.  I  have 
not. 

Q.  Do  you  know  what  services  Mr.  Hamilton  was  rendering 
as  special  counsel  prior  to  this  date  for  which  he  was  paid?  A. 
I  do  not. 

Q.  Well,  at  this  time  back  in  1896  did  you  have  anything  to 
do  with  the  matters?     A.  No,  sir. 

Q.  When  was  it  that  this  first  introduction  to  Mr.  Hamilton 
took  place  that  you  have  referred  to  ?     A.  In  1900,  I  think. 

Q.  Have  you  the  check  for  the  $1,000  item  ?  A.  I  think  that 
memorandum  says  that  that  was  paid  in  cash,  Mr.  Hugheg. 

Q.  Now,  the  next  payment  is  March  16, 1897,  of  $3,000.  Have 
you  a  voucher  for  that?     A.  Yes,  sir. 

ME.  HUGHES :  I  offer  it  in  evidence. 

(Marked  Exhibit  225  and  read  by  Mr.  Hughes.) 

Q.  How  was  that  paid?     A.  By  a  check,  sir. 

Q.  It  was  paid  by  a  check  to  his  order  which  you  now  pro- 
duce which  is  endorsed  in  blank  and  paid  through  to  the  Bank  of 
the  State  of  New  York.  Who  was  in  touch  with  Mr.  Hamilton 
prior  to  the  time  that  you  met  him,  do  you  know?  A.  I  assume 
that  it  was  the  Vice-President  and  then  the  President,  Mr.  Alex- 
ander, or  the  Comptroller,  I  don't  know  the  fact. 
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Q.  Do  you  know  what  services  are  referred  to  at  all?  Have 
you  learned  ?     A.  I  don't  know ;  no  sir. 

Q.  That  was  in  March,  1891.  Now,  on  Jime  4,  1897  there  was 
another  payment  to  Mr.  Hamilton,  was  there  not,  of  $5,000  ?  A. 
Yes,  sir. 

ME.  HUGHES :  You  produce  a  voucher  for  that  which  I  offer 
in  evidence. 

(Marked  Exhibit  226  and  read  by  Mr.  Hughes.) 

Q.  How  was  that  paid?     A.  By  check,  sir. 

Q.  By  check  of  that  date  which  is  endorsed  in  blank. 

ME.  HUGHES :     I  will  offer  that  check  in  evidence. 

(Marked  Exhibit  22Y  and  read  by  Mr.  Hughes.) 

Q.  Theodore  M.  Banta  is  the  cashier  of  the  ISTew  York  Life 
Insurance  Company,  is  he  not  ?     A.  Yes,  sir. 

Q.  "Was  at  that  time  ?     A.  Yes,  sir. 

Q.  Do  you  know  how  it  happened  that  this  check  of  Mr.  Plam- 
ilton's  was  passed  to  Mr.  Banta  as  cashier?     A.  I  do  not;  no  sir. 

Q.  Have  you  any  information  regarding  the  services  at  that 
time?     A.  !N'o,  sir. 

Q.  N"ow  on  June  9th,  five  days  later,  there  was  another  pay- 
ment to  Mr.  Hamilton,  was  there  not  ?     A.  Yes,  sir. 

Q.  Of  $6,183.19.  You  produce  the  voucher  and  I  offer  it  in 
evidence. 

(Marked  Exhibit  228  and  read  by  Mr.  Hughes.) 

Q.  I  find  on  the  back  of  this  voucl  3r  the  following  memoran- 
dum: $7,305.34;  one-third  Georgia,  ^  _80.15;  one-third  West  Vir- 
ginia, $200;  one-half  Delaware,  $4, 2,  $1,167.15,  balance  $6,- 
138.19.  Do  you  know  what  that  refLJs  to?  A.  I  do  not,  no,  sir; 
as  a  matter  of  fact,  no,  sir. 

Q.  What  was  the  check?     A.  $6,183.19. 

Q.  Instead  of  $6,138.19,  as  shown  by  the  memorandum  on  the 
back  to  the  voucher,  the  check  seems  to  be  for  $6,183.19'?  A. 
That  is  right,  sir.  The  bill  is  made  out  that  way  and  checked 
as  being  correct  and  the  check  was  drawn  for  the  amount  of 
the  face  of  the  bill. 


ME.  HUGHES:  I  offer  the  check  in  evidence. 
(Marked  Exhibit  229  and  read  by  Mr.  Hughes.) 
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Q.  I  notice  on  the  back  of  this  voucher  the  reference  to  one- 
third  Georgia,  one-third  West  Virginia,  one-half  Delaware,  cer- 
tJain  amounts  aggregating  $1,167  which  are  deducted  from  an 
amount  mentioned,  $7,30'5.34.  Do  those  references  relate  to 
branch  offices  of  the  Equitable  Life  Assurance  Society?  A.  I 
think  not,  sir.  I  think  they  relate — I  don't  know  as  to  these  bills, 
sir,  up  to  1900.  I  think  they  relate  to  payments  that  the  Equitable 
made  and  have  deducted  a  proportion  in  their  settlement  with 
Mr.  Hamilton. 

Q.  Well,  you  refer  to  the  payments  the  Equitable  have  made? 
A.  Counsel  that  were  employed  independent  of  Judge  Hamilton 
in  those  dates. 

Q.  Which  "would  imply,  then,  that  $1,167.15  was  paid  to  coun- 
sel in  those  States  and  the  balance  was  paid  to  Judge  Hamilton? 
A.  Yes. 

A.  Did  you  from  time  to  time  audit  or  look  over  the  accounts 
of  branch  offices  of  the  Equitable  Life?  A.  Yes,  sir;  the  accounts 
of  the  branch  offices  in  the  United  States  are  audited  in  my 
department. 

Q.  iN'ow,  was  that  so  prior  to  1900?    A.  Yes,  sir. 

Q.  In  looking  those  over,  did  you  find  from  time  to  time 
payments  by  branch  offices  to  Mr.  Hamilton?  A.  There  were 
no  such  payments,  sir. 

Q.  Were  there  payments  to  other  parties  who  were  charged 
with  looking  after  legislation  in  various  States?  A.  N"o,  sir.  I 
don't  think  there  were  any  prior  to  1900. 

Q.  jSTow,  on  October  12,  1897,  there  was  a  further  payment 
to  Judge  Hamilton.     Have  you  a  voucher  for  that?    A.  Yes,  sir. 

MR.  HUGHES:    I  offer  it  in  evidence. 

(Marked  Exhibit  230  and  read  by  Mr.  Hughes.) 

Q.  And  you  have  the  check  corresponding?    A.  Yes,  sit. 

Q.  Check:  under  the  same  date  which  was  honored  through  the 
National  Commercial  Bank  of  Albany,  ]Sr>ew  York,  paid  by  1;he 
l^ational  Bank  of  Commerce.  That  makes  a  total  for  1897  of 
$14,516.49.  Has  the  Society  any  voucher  or  statement  of  the 
disbursements  made  by  Judge  Hamilton  or  the  dispositioji  of 
these  moneys  other  than  these  general  vouchers  that  you  have 
produced?    A.  Not  that  I  know  of,  not  that  I  know  of,  sir. 

Q.  Did  the  Soeidiy  ever  have  a  report  from  Judge  Hamilton 
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of  the  disposition  of  any  part  of  these  moneys  as  expenses?  A. 
I  don't  know. 

Q.  None  came  under  your  observation?     A.  Wo,  sir, 

Q.  Now,  in  189'7,  what  matters  were  there  which  required 
particular  attention  on  the  part  of  Mr.  Hamilton?  A.  That  I 
do  not  recall. 

Q.  In  1898;  under  date  of  February  26th,  there  was  another 
payment,  was  there  not?    A.  February  18,  1898? 

Q.  Yes.     A.  Yes,  sir. 

;Q.  Of  $2,866. 

ME..  HUGHES:  I  oflFer  the  voucher  In  evidence. 
(Marked  Exhibit  231  and  read  by  Mr.  Hughes.) 

Q.  Have  you  the  check  accompanying  that  ?  You  produce  check 
which  is  paid  through  the  New  York  State  National  Bank  of 
Albany,  New  York,  for  that  amount.  These  references  to  re- 
tainer and  services  of  counsel — what  was  Judge  Hamilton's  re- 
tainer, annual  retainer?  A.  I  do  not  know,  sir,  positively;  there 
was  an  item  in  one  of  the  accounts  that  he  submitted  of  $2,500. 

Q.  That  item  I  have  just  read,  is  the  one  you  mean,  or  another 
one?  A.  No,  this  was  before  I  knew  anything  of  the  accounts. 
He  came  up  and  claimed  $3,500,  as  I  remember,  was  his  arrange- 
ment with  the  president. 

Q.  When  was  that  ?     A.  1901  or  1902. 

Q.  For  the  year?     A.  For  the  year,  as  I  understood. 

Q.  Now,  in  1899,  there  was  a  payment  under  date  of  April  8  of 
$7,666.66,  was  there  not?     A.  Yes,  sir. 

Q.  Is  this  the  voucher  that  you  now  show  me  ?     A.  Yes,  sir. 

.MR.  HUGHES :  I  offer  it  in  evidence. 
(Marked  Exhibit  232  and  read  by  Mr.  Hughes.)' 

Q.  You  produce  check  for  that  amount  paid  through  the  Na- " 
tional  Commercial  Bank  of  Albany,  New  York.     I  call  your  at- 
tention to  th«  $7,000  referred  to  as  a  retainer  and  services  as 
counsel.     Do  you  know  what  period  that  covers  ?     A.  I  don't,  no, 
sip. 

Q.  On  June  16,  1899,  there  was  another  payment,  I  believe. 
You  show  me  voucher  for  $1,675. 

MR  HUGHES :  I  offer  it  in  evidence. 

(Marked  Exhibit  233  and  read  by  Mr.  Hughes.)' 
34 
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Q.  In  looking  o\er  accounts  of  branch  offices  in  other  States — 
T  don't  know  as  that  is  the  proper  term  in  your  company  "  branch 
offices."     A.  Agency  offices. 

Q.  Well,  agency  offices.  In  looking  over  the  account  did  you 
find  any  entries  of  any  "payments  which  were  made  on  Judge 
Hamilton's  order  ?  A.  I  haven't  looked,  but  I  am  satisfied  there 
was  something,  sir. 

Q.  On  March  8,  1901,  there  was  another  payment  of  $2,500. 
You  produce  the  voucher  ? 

ME..  HUGrHES :  I  produce  the  voucher  in  evidence. 

(Marked  Exhibit  234  and  read  by  Mr.  Hughes.) 

Q.  Have  you  the  check  for  that  ?  The  check  you  produce  for 
that  amount  of  that  date  is  paid  through  the  New  York  State 
National  Bank  of  Albany.  ISTow,  I  suppose  that  during  1900 
you  were  connected  with  the  matter,  in  1901  ?     A.  Yes. 

Q.  What  other  payments  were  made  to  Judge  Hamilton  during 
1901  besides  these  that  you  have  any  recollection  of?     A.  None. 

Q.  Do  you  recall  any  particular  one?     A.  That  one,  |2,500? 

Q.  Yes.     A.  Yes,  sir. 

Q.  Are  you  positive  there  were  none  others?  A.  As  far  as  T 
know,  yes,  sir,  and  further  the  cashier's  statement  that  he  has 
gone  over  carefully  and  made  full  report  of  all  that  has  been  made. 

Q.  Did  you  know  of  any  moneys  that  were  received  by  Judge 
Hamilton  which  were  paid  him  in  checks  of  the  Equitable  Life 
Assurance  Society?     A.  No,  sir. 

Q.  Do  you  know  of  any  money .-  A.  Except  this  state- 
ment just  rendered  here,  and  I  learn  from  that  that  two  of  those 
were  paid  to  him  in  cash. 

Q.  Do  you  know  of  any  moneys  which  were  paid  hiqi  which 
were  drawn  from  what  was  known  as  the  J.  W.  Alexander  No. 
•3  account  with  the  Mercantile  'Trust  Company  ?  A.  No,  I  know 
nothing  of  it. 

Q.  Or  the  George  H,  Squire  Trustee  account  ?     A.  No,  sir. 

Q.  Or  the  Marcellus  Hartley  account.     A.  No,  sir. 

Q.  Or  of  Messrs.  Alexander  and  Jordan  ?     A.  No,  sir.    - 

Q.  As  trustee  or  otherwise  ?     A.  No,  sir. 

Q.  On  April  28,  1903,  there  was  a  payment  of  13,000,  Have 
you  a  voucher  for  that  ?     A.  Yes,  sir.    ^ 

ME.  HUGHES:   This  voucher  I  offer  in  evidence. 

(Marked  Exhibit  235  and  read  by  Mr.  Hughes.) 
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Q.  Have  you  the  check  for  that?  A.  No,  sir;  that  is  marked 
as  having  been  paid  in  cash. 

Q.  That  was  paid  in  cash  ?  A.  So  the  cashier's  department 
states. 

Q.  Novy,  what  was  that  paid  for  ?  In  connection  with  what  ? 
A.  That  was  in  connection  with,  I  think,  some  litigation,  and  in 
connection  with  his  services  for  two  years  as  to  legislation. 

Q.  You  mean  for  what  two  years  ?  A.  Nineteen  and — ^what 
is  the  date  of  that,  sir  ? 

Q.  That  is  April  28,  1903.     A.  1902  and  1903. 

Q.  Well,  it  is  a  payment  down  to  April  28,  1903,  I  suppose, 
the  date  of  the  payment  ?     A.  Yes,  sir. 

Q.  ISTow,  did  you  have  any  talk  with  Judge  Hamilton  about 
what  his  services  were  in  eolmection  with  legislation  at  this  time 
or  previously?  A.  He  had  probably  reported  as  to  certain  of 
the  bills  that  were  in  the  various  legislatures  as  to  who  should 
appear  and  what  he  thought  the  conditions  were. 

Q.  What  bills,  affecting  insurance  matters,  were  pending  in 
New  York  State  in  1903  in  March  or  April  ?  A.  I  do  not  know, 
sir.     I  never  had  anything  to  do  with  New  York  State. 

Q.  Well,  do  you  know  what  matters  were  pending  in  other 
States  to  which  he  was  giving  attention  at  that  time?  A.  Only 
generally.     I  don't  recall  now. 

Q.  Well,  you  had  had  talks  with  him  from  time  to  time  keeping 
in  touch  with  him  ?  A.  Well,  there  were  a  number  of  bills  pre- 
sented, that  is  to  say,  as  the  Attorney-General  of  Massachusetts 
stated  at  the  Insurance  Commissioners'  Convention  a  day  or  two 
ago,  for  excessive  taxation  on  scientific  legislation,  and  onerous 
conditions. 

Q.  Was  that  so  in  the  Spring  of  1903  A.  That  is  so  every 
year. 

Q.  Perennially?     A.  Yes,  sir. 

Q.  Well,  it  was  so  to  a  notable  extent  at  that  time,  was  it  not, 
judging  from  the  amount  that  was  paid,  $12,000  ?  A.  As  I  say,  I 
think  that  bill  covers  also  a  matter  of  litigation  that  Judge  Ham- 
ilton had  charge  of. 

Q.  Have  you  any  item  that  shows  that  or  any  itemized  state- 
ment?    A.  No,  sir. 

Q.  The  voucher  you  have  produced  is  the  only  one  you  know 
of?    A.  Yes,  sir. 

Q.  Dou  you  know  what  litigation  he  was  attijnding  to  for  the 
Equitable  at  that  time  ?     A.  I  did  not. 
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Q.  Did  you  ever  talk  to  him  about  any  litigation  in  -which 
he  appeared  as  counsel  ?  A.  No,  sir,  I  did  not.  I  was  told 
he  was  employed  as  counsel,  at  that  time,  or  about  that  time, 
I  think  it  was  about  that  time  that  that  bill  came  in. 

Q.  Of  course  the  Equitable  Life  Assurance  Society  had  its 
counsel  in.  other  States,  in  every  State,.  I  suppose?  A.  They 
have  their  general  counsel  in  New  York;  I  don't  know  as  they 
have  counsel  otherwise  than  as  representatives  of  their  New 
York  counsel. 

Q.  Well,  in  the  matter  of  retaining  counsel  to  represent  them 
in  other  States  are  the  general  counsel  in  New  York  the  persons 
who  arrange  that  for  the  company?     A.  I  think  so. 

Q.  Usually?     A.  I  haven't  charge  of  that. 

Q.  Well,  Mr.  Hamilton  was  not  the  general  counsel  of  the 
Company  in  New  York?     A.  No,  sir. 

Q.  Now,  have  any  payments  been  made  that  have  come  under 
your  observation  since  April  28,  1903,  to  Mr.  Hamilton?  A.  No, 
sir. 

Q.  This  payment  of  $13,333  apparently  includes  $1,333  for 
expenses.  Did  you  have  any  voucher  for  those,  any  itemized 
statement  for  those?     A.  No,  sir. 

Q.  This  was  not  one-third  of  a  total  amount  of  $40,000  put 
in  his  hands?  A.  This  was  the  bill  that  he  presented.  We  did' 
not  put  any  money,  to  my  knowledge,  in  his  hands  at  any  time. 

Q.  Do  you  know  of  anyone  else  giving  equivalent  amounts 
about  the  same  time.     A.  No,  sir. 

Q.  Or  any  amounts?     A.  I  do  not  know. 

Q.  Well,  have  you  information  of  that?     A.  What? 

QT  Have  you  information?  A.  I  expected  you  would  get  at 
that  and  I  waited  in  answering  your  questions.  Judge  Hamilton 
represented  not  only  the  Equitable  but  other  companies. 

Q.  Did  he  represent  any  other  companies  beside  the  New 
York  Life?  A.  The  New  York,  the  Mutual  and  the  Equitable 
companies. 

Q.  And  for  how  long  has  that  been?     A.  I  do  not  know,  sir. 

Q.  That  was  so  at  this  time?     A.  Yes,  sir. 

Q.  Do  you  know  what  or  did  you  learn  what  his  arrangements 
were  with  other  companies?     A.  No  sir. 

Q.  Financial  arrangements?  A.  No  sir.  Let  me  add  there, 
Mr.  Hughes,  that  I  understand  as  far  as  the  Mutual  is  concerned 
it  is  similar  to  the  Eqflitable. 
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Q.  They  paid  him  similar  amounts  to  what  the  Equitable  paid 
him?    A.  I  understand  so. 

Q.  Did  Judge  Hamilton  hare  an  office  in  the  Equitable?  A. 
Kot  that  I  know  of. 

Q.  Well,  did  he  occupy  any  room  and  have  a  desk' there?  A. 
Never  to  my  knowledge. 

Q.  Has  the  Equitable  paid  any  other  person  for  services  sim- 
ilar to  these?    A.  Yes,  sir. 

Q.  Whom?     A.  The  representative  of  the  Mutual  Life. 

Q.  Well,  you  mean  the  Equitable  has  paid  moneys  to  the  repre- 
sentative of  the  Mutual  Life?  A.  Similar  to  the  payment  to 
Judge  Hamilton. 

Q.  Who  is  that  representative?  A.  Mr.  Short  has  charge  of 
it. 

Q.  Mr.  E.  L.  Short,  the  former  solicitor?     A.  Yes,  sir. 

Q.  What  amoimt  of  money  has  been  paid  to  Mr.  Short  by  the 
Equitable?     A.  I  could  not  tell  you  now. 

Q.  How  does  that  go  through  your  -hands,  those  payments, 
checks  to  Mr.  Short's  order?     A.  Yes,  sir. 

Q.  I  should  like  to  have  you  look  up  those  .checks  tp  Mr. 
Short.  ^During  what  period  has  that  been  the  case?  A.  I  do 
not  know.  The  same  position  as  regards  Judge  Hamilton;  I 
got  into  it  about  1900. 

Q.  Well,  has  that  been  a  matter  that  had  run  along  for  some- 
time during  five  years  —  has  run  along  regularly  during  the  last 
five  years  until  Mr.  Short's  death,  I  mean?     A.  Yes,  sir. 

Q.  Well,  have  you  paid  anybody  else  at  the  Mutual  Life  beside 
Mr.  Short  ?  A.  Well,  we  paid  Mr.  Short  for  his  assistant  at  Mr. 
Short's  office. 

Q.  Who  was  that?     A.  Mr.  Thummel. 

Q.  What  is  his  first  name?  A.  W.  T.,  I  think  it  is;  I  think 
it  is  Warren  T. 

Q.  Thummel.  Well,  what  amount  has  been  paid  to  Mr.  Thum- 
mel ?     A.  That  I  can't  say  offhand. 

Q.  Well,  can  you  mention  any  of  them?  A.  I  don't  think  I 
can,  Mr.  Hughes. 

Q.  How  has  that  come  under  your  observation?  A.  Similar 
to  these  of  Judge  Hamilton. 

Q.  Well,  who  instructed  you  to  make  the  payments  to  Mr. 
Short  and  to  Mr.  Thumm.el?  A.  The  payments  were  made  on 
the  authorization  of  the  president  or  the  comptroller.  T  wduld 
report  to  them  as  to  the  matters  of  legislation  as  to  the  States 
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that  these  people  were  looking  after,  for  if  matters  were  appar- 
ently satisfactory,  in  the  sense  that  nothing  inimicable  to  the  pol- 
icyholders' interest  had  passed  without  some  reason  for  the  laws 
being  modified. 

Q.  Well,  have  such  payments  been  made  in  the  last  year  to  Mr. 
Short,  or  to  Mr.  Thummel  ?  A.  I  don't  recall  whether  there  has 
been  one  within  a  year. 

Q.  Well,  since  the  1st  of  January,  1904?     A.  I  think  so. 

Q.  When  they  are  made  to  Mr.  Short  or  Mr.  Thummel  in 
what  way  are  they  made,  by  check  to  their  order?  A.  By  check 
to  their  order. 

Q.  Have  checks  been  drawn  to  Mr.  Thummel's  order?  A. 
Yes,  sir,  I  should  say  so.  I  should  have  said  the  same  thing  as 
to  Judge  Hamilton  in  every  one  of  those  cases,  but  I  find  upon 
looking  up  that  the  cashier  reports  they  were  not. 

Q.  That  in  some  cases  cash  was  obtained  ?  A.  Possibly,  I  do 
not  know. 

Q.  Now,  Mr.  Short,  of  course,  was  the  general  solicitor  of  the 
Mutual  Life  Insurance  Company?     A.  Yes,  sir. 

Q.  As  we  know.  What  services  did  Mr.  Short  render  to  the 
Eq\iitable  Life?  A.  Through  his  department  and  his  assistants 
similar  to  that  of  Judge  Hamilton. 

Q.  Well  what  occasion  was  there  for  using  the  solicitor's  de- 
partment of  the  Mutual  Life  if  you  had  Judge  Hamilton  under 
retainer  ?  A.  It  is  a  pretty  large  country  and  the  Judge  did  not 
cover  all  the  States. 

Q.  What  did  Judge  Hamilton  cover  in  the  way  of  territory? 
A.  The  western  part  of  the  country  generally. 

Q.  West  of  the  Mississippi?  A.  No,  west  starting  with  the 
Ohio. 

Q.  And  who  covered  the  Central  States  ?    A.  The  Mutual  Life. 

Q.  Well,  then,  did  the  Mutual  Life  pay  you  money  for  cover- 
ing the  Western  part  of  the  country  west  of  the  Ohio  ?  A.  No, 
sir. 

Q.  They  looked  after  that  themselves  ?  A.  They  had  a  similar 
arrangement  with  the  New  York  Life,  I  take  it. 

Q.  I  see.  Well,  then,  the  payments  that' were  made  to  Mr. 
Thummel  were  made  as  an  assistant  to  Mr.  Short,  is  that  right, 
not  independently  ?     A.  Yes,  sir. 

Q.  Was  Mr.  Thummel  in  the  solicitor's  office  or  did  he  have 
some  other  office  there  ?  A.  I  think  he  was  associated  with  Mr. 
Short. 
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Q.  What  legislation  did  you  bring  to  the  attention  of  Mr.  Alex- 
ander or  Mr.  Jordan  as  requiring  the  services  of  either  Mr. 
Hamilton  or  Mr.  Short  within  the  last  two  or  three  years  so  far 
as  you  can  recollect  generally  ?  A.  Mr.  Alexander  or  Mr.  Jordan 
employed  these  gentlemen  and  I  did  not  call  their  attention  to  any 
special  legislation,  that  is,  to  Mr.  Jordan,  I  don't  think. 

Q.  I  understood  you  to  say  a  moment  ago  you  would  call  their 
attention  to  some  matter  which  required  attention?  A.  These 
employments  of  these  parties  were  prior  to  my  having  anything 
to  do  with  it,  they  were  employed  and  I  was  keeping  in  touch  with 
the  work. 

Q.  Well,  in  keeping  in  touch  with  the  work,  just  what  did  you 
do  ?  A.  I  would  communicate  with  them  in  relation  to  the  bills. 
I  would  sometimes  —  we  might  have  a  representative  in  the  terri- 
tory who  might  be  of  assistance,  the  agent  or  other  party. 

Q.  Were  these  amounts  that  were  paid  to  Mr.  Short  paid  for 
Mr.  Short's  services  as  counsel  rendered  to  the  Equitable  or  paid 
for  Mr.  Short's  disbursements  ?  A.  That  I  do  not  know  now, 
sir,  because  I  did  not  pass  the  bills. 

Q.  Do  you  know  the  same  thing  in  regard  to  Mr.  Thummel? 
A.  That  I  don't  know  now. 

Q.  Had  any  payments  been  made  from  agency  offices  to  either 
Mr.  Short  or  Mr.  Thummel?     A.  'No,  sir. 

Q.  Have  any  payments  been  made  to  anyone  connected  with 
the  ISTew  York  Life  except  Mr.  Hamilton?     A.  No,  sir. 

Q.  Can  you,  by  refreshing  your  memory,  give  me  any  idea  of 
the  payments  made  to  Mr.  Thummel  in  the  last  couple  of  years  ? 
A.  !N'ot  offhand  here. 

Q.  What  is  that  ?     A.  ISTot  here.     I  can  look  it  up  for  you. 

Q.  You  can  look  it  up  and  find  it.  Do  you  know  whether  any 
payments  were  made  to  Mr.  Thummel  from  the  J.  W.  Alexander 
ISTo.  3  account?     A.  ISTo,  sir. 

Q.  Do  you  mean  there  were  none,  or  that  you  don't  know  any- 
thing about  it?  A.  I  don't  know  anything  about  those  accounts 
and  never  did,  imtil  I  read  of  it. 

Q.  You  don't  know  what  purpose  those  accoimts  were  used 
for  ?  A.  I  did  not  know  there  was  such  accounts  until  I  read  of 
them. 

Q.  What  sort  of  vouchers  did  you  get  from  Mr.  Short  or  Mr, 
Thummel?     A.  Vouchers  for  services.      - 
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Q.  General  vouchers,  such  as  these?  A.  General  vouchers  such 
as  these. 

Q.  iSTo  itemized  account  of  what  had  been  done  with  the 
rjioney?    A.  No. 

Q.  Tou  never  had  an  itemized  account  from  anybody  in  con- 
nection with  matters  of  this  class  ?     A.  No,  sir. 

Q.  Did  anybody  else  act  as  agent  or  representative  for  any 
other  territory  —  that  is,  you  have  mentioned  Judge  Hamilton 
and  have  mentioned  Mr.  Short  and  his  assistant  Mr.  Thummel. 
Was  there  anybody  else  who  represented  them  ?  A.  There  were 
other  States  which  we  looked  after. 

Q.  How  did  you  look  after  those  ?  A.  By  the  employment  of 
counsel. 

Q.  Do  you  mean  counsel  local  in  the  particular  State?  A. 
Yes. 

Q.  What  States  were  those  that  you  looked  after  directly  ?  A, 
The  State  of  Massachusetts. 

Q.  Any  other?  A.  Georgia  and  California  in  the  last  two 
years.     Prior  to  that  I  forget  which  company  had  it. 

,  Q.  And  who  were  your  counsel  in  Massachusetts  ?     A.  W.  J. 
Holden  represented  us  in  Massachusetts. 

Q.     And  where  is  he  ?     A.  I  don't  know  where  he  is  now. 

Q.  Where  is  his  office?  A.  He  was  in  Massachusetts,  in  Bos- 
ton. 

Q.  Practised  law  in  Baston  ?  A.  I  don't  know  that  he  was  in 
Boston,  no,  sir.  He  was  the  Legislative  representative.  That  is, 
under  the  Law  of  Massachusetts  the  companies  are  required  to 
have  ^  to  file  a  certificate  of  who  represents  them  in  legislative 
matters,  and  Mr.  Hamilton  had  represented  the  Equitable  for  a 
long  time  back,  how  long  I  don't  know. 

Q.  Did  he  represent  any  other  insurance  company  that  you 
know  of?     A.  Yes,  sir. 

Q.  Whom  did  he  represent  ?  A.  He  represented  for  a  time  the 
Mutual  and  for  a  time  also  the  New  York  Life. 

Q.  Well,  do  you  mean  that  he  does  not  any  longer  represent 
theni?     A.  Yes,  sir. 

Q.  Does  he  still  represent  you?     A.  No,  sir. 

Q.  Who  represents  you  now  there  ?  A.  We  have  no  represen- 
tative now. 

Q.  How  long  is  it  since  he  ceased  to  represent  you  ?  A.  I  think 
this  is  the  second  year. 
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Q.  In  California  who  represents  yon?     A.  Jndge  Pilsbnry. 

Q.  Where  does  he  practice,  San  Francisco  ?  A.  I  don't  know, 
sir,  whether  he  represents  other  companies,  hut  in  representing 
in  that  way  one  company  it  is  agreed  that  the  three  companies 
shall  share  the  expense. 

Q.  So,  if  any  one  of  these  three  companies  employ  legislative 
representatives  in  any  State,  why,  they,  as  a  matter  of  course, 
divide  the  expense  with  the  other  two?     A.  Yes. 

Q.  How  long  has  that  arrangement  been  in  vogue  or  in  opera- 
tion ?     A.  That  I  don't  know. 

Q.  Some  years?     A.  Yes,  some  years. 

Q.  Who  represents  you  in  Georgia  ?     A.  Albert  Howell. 

Q.  Where  is  his  office  ?     A.  Atlanta. 

Q.  And  under  the  same  sort  of  an  arrangement  representing 
the  three  with  the  expense  of  it  divided  ?     A.  Yes. 

Q.  You  have  vouchers  showing  the  amounts  of  money  that 
have  been  paid  to  these  local  representatives  ?     A.  Yes. 

Q.  Are  those  paid  from  the  home  office  or  from  the  agency 
offices  in  the  States  ?     A.  From  the  home  office. 

Q.  And  they  pass  under  your  supervision?     A.  Yes,  sir. 

Q.  Do  you,  niay  I  say,  audit  these  amounts  that  are  paid  xo 
these  various  legislative  representatives,  or  have  you  during  the 
last  five  years  ?  A.  Yes,  sir,  after  the  amount  has  been  author- 
ized by  the  president  or  comptroller. 

Q.  Wiio  is  it  that  determines  whether  the  work  is  worth  the 
money  —  whether  the  money  ought  to  be  paid  ?  A.  I  report  as 
to  that  to  the  president  or  comptroller. 

Q.  Then  you  have  to  be  acquainted  with  the  work  that  has 
been  done  ?     A.  Yes,  sir. 

Q.  How  do  you  compute  that?  A.  The  report  of  the  men 
and  the  knowledge  of  what  is  required. 

Q.  What  sort  of  a  report  do  you  have  —  is  it  a  written  report  ? 
A.  We  have  some  letters,  I  think,  that  give  —  but  not  a  formal 
regular  written  report,  no,  sir. 

Q.  And  do  I  understand  you  talk  it  over  with  these  gentlemen 
and  then  state  to  the  officers  of  the  company  about  what  ought 
to  be  paid  and  then  they  authorize  the  payment  ?  A.  In  two  of 
the  cases  the  amount  is  a  salary  agreed  upon,  and  in  the  other 
it  is  the  amount  of  the  bill  that  is  presented. 

Q.  In  what  two  cases  is  there  a  salary?  A.  Massachusetts 
and  Georgia. 

Q.  What  is  the  salary  in  Massachusetts  ?     A.  $3,000. 
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Q.  And  in  Georgia  ?     A.  $1,500. 

Q.  What  disbursemente  are  there  in  addition  to  the  salary  ? 
A.  None. 

Q.  The  other  case  where  the  amount  is  agreed  upon  is  where  ? 
A.  There  is  no  other  case  where  the  amount  is  agreed  upon  that 
I  recollect.  The  bill  is  presented  at  the  expiration  of  the  term 
and  for  services  rendered. 

Q.  In  what  case  is  that  ?     A.  That  is  in  California. 

Q.  According  to  the  service  that  has  been  rendered  ?     A.  Yes. 

Q.  In  the  cases  where  Mr.  Short  and  Mr.  Thummel  were  in- 
terested did  you  similarly  become  conversant  with  what  had  been 
done,  so  as  to  advise  as  to  the  payments  that  oughi  to  be  made  ? 
A.  Somewhat,  yes,  sir.  They  made  their  statements  usually  to 
the  president  or  comptroller  also. 

Q.  Directly?     A.  Yes. 

Q.  In  your  presence?  A.  I  think  they  have,  not  with  Mr. 
Short,  I  think  Mr.  Thummel  has  on  one  occasion. 

Q.  So  that  the  amount  that  was  to  be  paid  was  talked  over  in 
your  hearing?    A.  Yes. 

Q.  Cannot  you  tell  me  Avhat  amount  has  been  paid  to  Mr. 
Short  or  Mr.  Thummel  in  the  last  two  years  approximately  ?  A.  I 
don't  know  that  I  can,  Mr.  Hughes,  state  the  amount. 

Q.  I  do  not  mean  to  have  it  exactly.  "We  can  get  it  later  with 
exactitude,  but  for  our  present  purpose  I  would  like  it  approxi- 
mately? A.  I  think  it  varied  according  to  the  years  as  to  the 
amount  paid. 

Q.  Within  what  limit?    A.  Within  the  five  years. 

Q.  I  say  within  what  limit  of  amount?  A.  I  should  say  about 
from  $1,000  up  to  $6,000.  From  maybe  a  thousand  dollars  one 
year  up  to  even  more  than  that-  seven  or  eight  thousand  dollars 
unother  year. 

Q.  You  can  get  all  those  —  what  year  was  it  seven  or  eight 
thousand  dollars?    A.  I  don't  recollect  that. 

Q.  You  mean  seven  thousand  or  eight  thousand  dollars  in  one 
year  paid  to  Mr.  Short?     A.  To  Mr.  Thummel. 

Q.  Were  not  the  most  of  the  payments  made  to  Mr.  Thum- 
mel?   A.  Yes. 

Q.  Is  it  not  a  fact  that  —  were  any  payments  made  to  Mr. 
Short  himself?  A.  There  are  some  payments  to  Mr.  Short.  What 
they  are  for  I  don't  know. 

Q.  But  the  payments  that  you  refer  to  for  this  class  of  work 
were  made  to  Mr.  Thummel?    A.  Yes,  sir. 
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Q.  Is  Mr.  Tlmmmel  a  lawyer  ?    A.  Yes,  sir. 

Q.  And  what  year  was  it  in  which  seven  thousand  or  eight 
thousand  dollars  were  paid  to  Mr.  Thummel?  A.  Two  or  three 
years  back,  I  should  say. 

Q.  Was  it  in  1903  when  this  $13,000  was  paid  to  Mr.  Hamil- 
ton? A.  That  I  don't  —  it  is  a  matter  of  conjecture  now  —  I 
cannot  positively  say,  sir. 

Q.  Where  were  these  amounts  hooked  in  the  Equitable's 
oooks,  under  what  heading  or  in  what  account?  A.  In  legal  ex- 
penses, I  take  it. 

Q.  Does  that  account  indicate  who  received  the  money?  A. 
Yes,  sir. 

Q.  And  will  show  all  these  payments  ?    A.  Yes,  sir.    I  think  so. 

Q.  Who  has  the  custody  of  that  book?  A.  The  cashier  keeps 
the  original  entries,  the  auditor  has  the  general  charge  of  the 
general  books. 

Q.  I   would    be    glad,    as   you  are  more    familiar  with  these 

matters  possibly  than  the  cashier  would  be .  I  am  right  in 

that,  am  I  not?    A.  Yes. 

Q.  He  merelj  did  the  clerical  work  of  paying  out  the  moneys 
as  the  check  was  cashed  or  signing  the  checks  in  some  cases.  1 
M'->jT;ld  be  glad  to  have  you  b.ring  down  the  books  which  will  show 
the  items  you  have  testified  to  and  the  other  items  which  you  are 
imable  to  testify  to  at  the  moment,  that  is  the  legal  expense 
account  covering  say  the  last  ten  years.  A.  Will  a  statement 
answer  your  purpose,  Mr.  Hughes?  Because  that  book  is  the 
cash  book  of  the  company  —  a  number  of  cash  books  running 
for  yearri,  cr  the  journal  or  ledger. 

Q.  Well,  of  course,  we  can  have  the  original  for  our  exami- 
nation at  any  time,  as  I  understand  it?    -A.  Yes. 

Q.  We  want  to  examine  the  original,  but  it  will  be  convenient 
to  have  an  extract  of  it,  because  you  can  have  an  extract  made 
from  several  cash  books  ?    A.  Yes. 

Q.  Are  they  not  all  posted  in  the  ledger?    A.  Yes. 

Q.  Under  the  heading  legal  expense?    A.  Yes. 

Q.  Showing  the  person  to  whom  it  was  paid?    A.  No. 

Q.  That  would  only  appear  in  the  cash  book?  A.  I  don't  know 
whetherf  it  would  appear  from  the  cash  book  or  the  vouchers. 

Q.  So  to  make  up  such  a  statement  you  would  have  to  make 
up  a  statement  from  the  cash  book  and  vouchers?  A.  Eroiu  the 
ledger,  first. 


1068  Legislative  Insurance  Investigation. 

Q.  And  then  go  back  to  the  original  entries?     A.  Yes. 

Q.  And  then  to  the  vouchers  supporting  the  original  entries? 
A.  Possibly. 

Q.  I  -would  like  to  have  you  get  the  cash  books  and  vouchers 
together,  together  with  a  statement  so  we  can  have  an  opportunity 
of  verifying  it  from  the  original  entry,  so  we  can  see  .to  whom  it 
was  paid?     A.    Yes. 

Q.  Do  you  know  how  this  matter  of  distribution  of  territory 
between  the  three  companies,  the  ISTew  York  Life,  the  Equitable 
and  the  Mutual  is  attended  to  ?     A.  Yes. 

Q.  Who  does  that  ?  A.  Mr.  Hamilton,  Mr.  Thummel  and  my- 
self. We  make  that  up  and  then  I  report  it  to  the  president  or 
comptroller. 

Q.  How  do  you  make  that  up,  in  the  form  of  a  schedule  of  the 
State?  A.  Generally  each  year,  going  over  the  various  States 
that  each  were  to  look  after. 

Q.  Do  you  make  up  a  written  statement?  A.  We  go  over  it 
together  and  make  a  memorandum  and  agree  as  to  which  States 
we  will  take  care  of,  and,  generally  appear  for  the  same  State 
for  this  period. 

Q.  How  recently  have  you  met  Mr.  Hamilton  and  Mr.  Thum- 
mel for  that  purpose?     A.  I  think  it  is  two  years. 

Q.  Are  you  woriking  imder  the  arrangement  that  you  made  two 
years  ago?     A.  Yes,  sir. 

Q.  So  we  may  have  it  entirely  clear,  I  would  be  glad  to  have 
you  explain  jusf  what  division  you  and  Mr.  Hamilton  and  Mr. 
Thummel  agreed  upon  at  that  time?  A.  Generally  as  I  say  Mr. 
Hamilton  had  the  Middle  West,  and  some  of  the  States  in  the 
extreme  West.  Mr.  Thummel  more  New  England  States  and 
the  Middle  States  other  than  ISTew  York  State,  which  Ave  had 
nothing  to  do  with,  and  each  of  them  some  of  the  Southern 
States,  and  we  had  some  of  the  Southern  States.  Massachusetts 
—  when  I  say  New  England,  I  shoiild  say  New  England  other 
than  Massachusetts.     And  we  took  some  of  the  other  States. 

Q.  You  say  "  we  " .     A.  I  mean  the  Equitable. 

Q.  The  Equitable,  yes,  but  who  representing  them?  A.  Wn 
had  nobody  in  the  capacity  of  Mr.  Thummel  traveling  for  us. 

Q.  So  that  this  distribution  of  territory  was  for  what  purpose? 
A.  That  the  representatives  of  the  different  companies  would  not 
undertake  to  do  the  same  work,  and  that  we  could  minimize  the 
expense  of  one  attending  to  the  same  thing. 
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Q.  But  how  was  the  territory  that  Mr.  Hamilton  did  not  take, 
and  Mr.  Thummei  did  not  take,  but  that  the  Equitable  did  take, 
looked  after?  A.  By  the  employment  of  counsel  direct,  and  cor- 
respondence, as  I  have  indicated. 

Q.  What  was  done  in  the  State  of  New  York?  A.  I  don't 
know,  sir.  I  never  had  anything  to  do  with  the  State  of  JSTevv 
York. 

Q.  You  never  talked  with  Mr.  Hamilton  at  all  about  such 
matters?     A.  Never,  sir. 

Q.  In  relation  to  the  State  of  New  York?     A.  Never,  sir. 

Q.  Or  with  Mr.  Thummel?     A.  No. 

Q.  And  you  have  no  idea  of  how  such  matters  were  looked 
after  here?     A.  No. 

Q.  Never  heard  anything  of  that  sort?     A.  No,  sir. 

Q.  Did  the  campaign  contributions  made  by  the  Equitable  come 
under  your  observation  ?     A.  No,  sir. 

Q.  This  written  schedule  of  division  that  you  have  referred 
to,  have  you  got  that  ?     A.  No,  sir. 

Q.  What  was  done  with  it?  A.  I  had  a  memorandum  of  it 
when  we  first  started,  but  I  don't  know  whether  I  have  now,  be- 
cause it  is  so  well  known. 

Q.  Now,  you  have  been  in  pretty  close  touch  with  tlie  matter. 
What  was  so  important  that  required  the  payment  to  Judge  Ham- 
ilton of  $12,000  in  1902  and  1903,  what  matters  were  up?  A.  I 
don't  recollect  now  just  what  the  matters  were,  but  the  bills 
usually  are  such  as  excessive  taxation,  imposing  a  heavy  tax  on 
the  companies. 

Q.  Where  were  such  matters  up  in  1902  and  1903  particularly? 
A.  Well . 

Q.  In  what  part  of  Hamilton's  territory?  A.  Well,  I  should 
say  in  at  least  half  of  the  States. 

Q.  Did  not  you  get  from  Judge  Hamilton  some  definite  no- 
tion of  that?    A.  Excuse  me,  I  do  not  catch  the  question. 

Q.  Some  definite  idea  of  just  what  he  was  doing  and  what  these 
amounts  were  for  and  why  such  large  amounts  should  be  needed. 
A.  That  covered  for  two  years,  Mr.  Hughes,  first,  the  session 
of  two  years. 

Q.  That  is  the  session  of  1902  and  1903?  A.  Yes,  and  I  think 
as  I  told  you,  that  that  covers  also  for  certain  litigation  that  he 
had. 

Q.  But  that  you  are  not  sure  of?  A.  But  that  I  am  not  sure  of. 
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Q.  And,  of  course,  any  litigation  in  these  States  other  than 
2few  York  would  have  to  be  attended  to  by  local  counsel.  Judge 
Hamilton  could  not  conduct  those  litigations?  A.  I  think  in 
some  cases  Judge  Hamilton  was  counsel  and  employed  counsel 
also. 

Q.  Well,  you  had  local  counsel.  I  don't  understand  that 
Judge  Hamilton  is  an  attorney  of  any  other  State  than  New 
York,  do  you  ?    A.  I  don't  know.    K"o,  sir ;  I  do  not. 

Q.  So  that  litigations  in  other  States  were  of  course  conducted 
by  local  counsel  although  Judge  Hamilton  may  have  had  some 
supervision  over  it?    A.  Yes. 

Q.  And  advised  in  regard  to  it?  A.  Yes.  I  understood  that 
Vv-as — he  had  employed  counsel  in  the  case  and  had  paid  that 
counsel  and  included  it  in  his  bill. 

Q.  Was  not  that  then  referred  to  you?  A.  Because  that  does 
not  come  under  my  charge,  neither  does  the  fact  of  these  bills, 
the  only  thing  that  I  come  in  connection  with  is  not  the  amount  of 
the  bill,  which  is  an  agreement  usually  with  the  president  or 
comptroller,  but  as  to  whether  there  was  any  objection  to  their 
paying  the  bills  at  that  time,  because  the  work  might  not  be  satis- 
factory— that  I  knew  of — the  matter  of  reduction  I  knew 
nothing  of. 

Q.  Does  the  Mutual  Life  make  payment  to  Mr.  Hamilton? 
A.  I  understand  so. 

Q.  Do  you  know  in  what  amount?    A.  I  do  not. 

Q.  Did  you  ever  find  out  whether  they  were  paying  a  bill  sim- 
ilar to  yours  at  the  time  you  were  paying  a  bill?  A.  I  don't 
know  as  to  the  time.    I  think  that  they  do  pay  similar  bills. 

Q.  So  it  would  be  fair  to  assume  that  Judge  Hamilton  in  these 
two  sessions  got  from  the  Equitable  Life  and  Mutual  Life  a 
total  of  $24,000?  A.  Assuming  that  that  all  represents  that 
kind  of  work. 

Q.  And  independent,  of  course,  of  what  he  got  from  the  New 
York  Life?    A.  Yes. 

Q.  The  New  York  Life  did  not  contribute  at  all  to  you  as 
against  these  interests?    A.  No. 

Q.  Nor  did  the  Mutual.  You  made  your  payments  to  the 
designated  persons  except  in  the  cases  where  you  paid  the  Mutual 
• — that  is  paid  Mr.  Thummel?    A.  Yes,  sir. 

Q.  Now,  did  you  ever  hear  of  Judge  Hamilton  using  any  part 
of  his  money  to  any  one  besides  counsel  ?    A.  No,  sir. 
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Q.  Did  ynu  ever  talk  with  him  in  regard  to  that?     A.  No. 

Q.  Ever  hear  of  any  of  this  money  oeing  used  to  influence 
legislation  anywhere?     A.  No. 

Q.  You  thought  it  was  all  paid  for  appearances  before  com- 
mittees ?     A.  I  think  so. 

Q.  Did  you  have  any  idea  how  many  times  Judge  Hamilton 
appeared  before  any  committee  in  any  State  in  1903  during  the 
sessions  of  1903  ?  A.  I  don't  know,  sir.  I  know  he  employed 
counsel  in  these  various  States. 

Q.  And  the  same  would  be  true  of  1902  ?  A.  The  same  would 
be  true  of  each  of  the  years. 

Q.  Did  Mr.  Thummel  appear  before  committees  himself  ?  A. 
Yes,  sir ;  I  understand  so. 

Q.  And  in  the  territory  reserved  by  Mr.  Thummel?     A.  Yes. 

Q.  Did  he  employ  counsel  ?     A.  I  understand  so ;  yes,  sir. 

Q.  Did  you  and  Mr.  Hamilton  and  Mr.  Thummel  ever  talk 
over  the  necessity  of  providing  funds  to  influence  individual  legis- 
lators?    A.  No. 

Q.  Or  providing  funds  to  any  person  who  claimed  to  be  in 
touch  with  individual  legislators  ?     A.  No,  sir. 

Q.  That  never  came  up  ?     A.  No. 

Q.  Never  was  discussed  ?     A.  No. 

Q.  All  this  money  that  you  speak  of  according  to  your  view 
went  to  pay  counsel  fees?     A.  Yes,  sir. 

Q.  For  services  rendered  in  appearances  before  committees? 
A.  Yes. 

Q.  And  on  public  hearings  ?     A.  Yes. 

Q.  Did  you  get  any  statement  from  anybody  as  to  the  number 
of  hearings  that  had  been  attended  in  that  way?     A.  No. 

Q.  Never  asked  for  that  ?     A.  No. 

Q.  Or  the  number  of  counsel  employed?     A.  No, 

Q.  Or  what  they  did  ?     A.  No. 

Q.  Did  you  ever  meet  Mr.  Hamilton  in  Albany  ?     A.  No. 

Q.  Ever  meet  any  other  persons  in  Albany  who  had  anything 
to  do  with  legislation  in  the  State  of  New  York?  A.  No,  sir. 
As  I  said,  Mr.  Hughes,  I  know  nothing  about  New  York  and  I 
don't  think  I  have  been  in  Albany  in  fifteen  years. 

MR  HUGHES :  That  is  .all.  Mr.  Devlin,  will  you  take  the 
stand  ? 
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EDWAKD  I.  DEVLIN,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 
BY  ME.  HUGHES: 

Q.  Mr.  Devlin,  what  is  your  occupation?  A.  Superintendent 
of  real  estate. 

Q.  Eor  what  company?  A.  New  York  Life  Insurance  Com- 
pany. 

Q.  Where  do  you  make  your  ofiice  or  have  your  office?  A. 
Hanover  Bank  Building,  5  Nassau  street. 

Q.  Are  you  in  charge  of  all  the  estate  holdings  of  the  New 
York  Life  here  and  abroad?  A.  No,  sir,  in  the  United  States 
and  Canada. 

Q.  Have  you  the  accounts  of  real  estate  holdings  in  foreign 
countries  ?  A.  Yes,  sir,  we  make  a  record  of  them  and  they  are 
sent  here,  a  transcript  from  the  books  which  are  kept  in  Paris. 
The  foreign  buildings  are  managed  from  the  Paris  office. 

Q.  That  is  the  foreign  buildings  occupied  by  the  offices  report- 
ing to  the  Paris  office  ?  A.  The  foreign  buildings  which  the  com- 
pany owns  are  managed  I  believe  through  the  Paris  office  just 
as  our  American  and  Montreal  buildings  are  managed  from  this 
office. 

Q.  Have  you  the  account  of  the  amounts  expended  upon  the 
buildings  in  Paris  on  the  Boulevard  des  Italiens  occupied  by  the 
New  York  Life  Insurance  Company?  A.  (Witness  produces 
Iiaper.)     Yes,  I  can  give  you  that. 

Q.  Have  you  a  statement  of  it?    A.  Yes,  from  1891. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  236.) 

(Exhibit  236  will  be  found  in  the  volume  of  Exhibits.) 

Q.  This  states  that  the  actual  cost  as  per  statement  of  Insur- 
ance Department  1891  is  $1,102,604.05?     A.  Yes. 

Q.  Then  it  appears  to  have  been  reduced  by  the  Insurance  De- 
partment in  1891  to  the  sum  of  $470,400?    A.  Yes,  sir. 

Q.  And  increased  by  the  seven  States  examination  to  $750,- 
000?    A.     That  is  correct. 

Q.  Now,  where  can  I  get  the  items  that  enter  into  the  cost  of 
$1,102,604.05^  the  initial  cost?      (No  reply.) 

Q.  When  did  the 'New  York  Life  Insurance- Company  acquire 
that  building?    A.  That  I  don't  know,  Mr.  Hughes. 

Q.  Did  they  buy  a  building  and  improve  it?  A.  That  I  don't 
•know. 
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Q.  Who  would  know,  that  is  on  this  side  the  water?  A.  I 
suppose  the  vice-presidents,  who  had  been  over  there,  and  Avho 
are  familiar  with  it. 

Q.  What  officer  of  your  company  on  the  present  executive 
force  originally  had  to  do  with  the  acquisition  of  that  property? 
A.  That  I  don't  know. 

Q.  Isn't  there  anyone?    A.  I  cannot  say. 

Q.  Following  upon  that  item  it  appears  that  there  Avas  ex- 
pended in  1898  $378,884.52.  What  was  that  expenditure  for? 
A.  Construction  account,  it  appears. 

Q.  Then  in  1899  there  was  expended  $3S2,000.48,  what  was 
that  for?  A.  That  does  not  correspond  with  the  entry  here,  Mr. 
Hughes. 

Q.  What  was  that  for?  A.  All  that  appears  there  has  been 
copied  from  these  cards. 

Q.  Nothing  appears  here  but  what  has  been  expended?  A.  In 
1899? 

Q.  Yes,  it  simply  gives  the  total  for  construction.  A.  It  Avas 
all  for  construction  pur]^)oses. 

Q.  Then  in  1900  it  is  said  that  there  Avas  expended  $431,- 
421.64.  What  was-  that  for?  A.  They  are  all  construction 
items. 

Q.  Then  I  understand  that  starting  Avith  $1,102,604.05  as  the 
cost  of  the  Paris  office  building  in  1S91  in  the  next  three  years 
there  were  expended  about  $1,100,000  in  addition  for  construc- 
tion? A.  Yes,  sir.  The  old  building  Avas  removed  and  a  ncAV 
building  Avas  erected. 

Q.  So  that  at  the  end  of  1900  the  building  stood  on  the  books 
of  the  company -as  having  actually  cost  some  $2,000,000?  A.  At 
Avhat  date  was  that? 

Q.  At  the  end  of  1900?    A.  Yes,  $1,791,000 

Q.  Xo,  $2,200,000  ?    A.  Well,  there  are  items  charged  off^^ 

Q.  I  know  they  are  charged  ojff.     A.  Yes. 

Q.  And  that  it  was  folloAved  in  1901  by  a  further  expense  of 
$117,609.20  and  in  1902  by  $64,711.61,  and  in  1903  $38,277.73, 
and  in  1904  $17,594.92,  making  a  grand  total  that  the  NeAv  York 
Life  has  expended  upon  that  property  of  $2,533,104.05?    A.  Yes 

Q.  N^ow,  that  property  upon  Avhich  that  has  been  expended  is 
noAv  carried  on  the  books  of  the  company  as  worth- $1,300;000? 
A.  Yes. 

Q.  You  have  charged  off  in  various  years  against  the  actual 
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cost  of  the  property,  therefore,  over  $1,200,000  as  lost?  A.  Not 
as  lost,  Mr.  Hughes.  The  value  is  still  there.  You  know  the  In- 
surance Department  assumes  that  the  company  will  earn  3 1/4  per 
cent,  on  its  assets,  and  it  has  been  the  constant  aim  of  the  presi- 
dent to  charge  off  our  real  estate  assets  to  a  point  where  they 
would  make  at  least  as  large  a  return  as  3-|  per  cent.,  and  in  doing 
that,  of  course,  there  is  no  diminution  either  in  the  intrinsic  value 
or  market  value  of  the  securities. 

Q.  In  other  words,  the  mere  fact  that  you  carry  it  on  your 
books  at  a  certain  figure  does  not  prove  that  it  is  not  worth  all  it 
cost?    A.  Exactly. 

Q.  But  you  carry  it  on  your  books  at  the  figure  you  do  carry  it 
because  that  represents  the  capitalization  of  its  earning  capacity 
on  a  3^  basis?    A.  Practically  so. 

Q.  What  is  the  income  derived  from  that  Paris  ofiice  building  ? 
A.  The  income  of  the  Paris  ofiice  building  from  1904  was  $80,- 
391.66.  It  was  less  than  usual  because  the  taxes  which  accrued 
in  1903  were  paid  in  1904;  in  other  words,  I  understand  that  wc 
paid  two  years'  taxes  in  1904  and  those  taxes  amounted  to  about 
43,000  francs,  pretty  nearly  $9,000. 

Q.  Annually?     A.  Yes,  sir. 

Q.  Do  I  understand  that  in  1904  you  paid  in  taxes  86,000 
francs  ?     A.  About  that. 

Q.  You  have  the  item,  have  you  not?  A.  Yes.  It  is  not  on 
this  sheet,  but  I  can  give  it  to  you. 

Q.  Yes.  A.  Will  you  find  that  on  your  card,  Sidney  ?  119,837 
francs  60  centimes. 

Q.  What  was  the  income  in  1903  ?    A.  $45,150.69. 

Q.  And  in  1902?     A.  $41,078.82. 

Q.  You  have  described  that  as  net  income?     A.  Yes. 

Q.  What  items  are  charged  against  the  gross  income,  that  is, 
the  aggregate  of  the  items?  A.  Oh,  fire  insurance  and  general 
operating  expenses  for  heating,  lighting  and  care  of  the  building. 

Q.  Is'othing  for  construction  or  improvement?    A.  I  think  not. 

Q.  Those  are  covered  in  the  items  I  have  read  in  regard  to  the 
cost?     A.  Yes,  I  think  practically  all. 

Q.  ISTow,  how  much  of  that  net  income  is  derived  from  the  com- 
]iany  itself  or  charged  to  the  company  itself  for  the  use  of  por- 
tions of  the  buildings  ?  A.  The  company  has  been  paying  $30,- 
000  a  year  rent. 
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Q.  So  that  last  year  exclusive  of  ihe  amount  paid  by  the  com- 
pany the  net  amount  received  on  the  building  was  about  $9,000, 
and  tlie  year  before  about  $15,000,  and  the  year  before  about  $12,- 

000  ?     A.  That  is  allowing  for  the  double  payment  of  taxes  I 
noticed. 

Q.  Well,  that  is  the  fact,  whatever  is  allowed,  that  is  the  amount 
which  the  company  gets  from  the  parts  of  the  property  which  it 
does  not  itself  use.  JSTow,  I  am  informed,  that  this  building  is 
on  a  comer  of  the  Boulevard  des  Italiens  and  the  street  adjoiu- 
ing?     A.  Yes. 

Q.  I  am  informed  that  the  company  has  acquired  a  plot  of 
ground  in  the  rear  of  the  building,  is  that  so  ?  A.  I  don't  know 
whether  that  is  an  additional  purchase  or  not.  It  has  been  used. 
There  is  a  small  plot  of  ground  in  the  rear  which  has  been  used 
as  a  printing  office  for  sometime,  but  I  don't  know  that  it  is  a 
recent  acquisition. 

Q.  What  are  the  dimensions  of  the  property  in  Paris  ?  A.  That 

1  will  have  to  look  up. 

Q.  How  many  floors  are  there  in  this  building?  A.  Why,  there 
is  a  book  there.  I  am  not  familiar  with  the  property,  though  T 
think  it  is  six  floors  or  thereabout.     (Book  handed  witness.) 

THE  WITjSTESS:  The  only  testimony  I  am  really  competent 
to  give  in  this  matter  is  a  transcript  of  the  records  as  they  come 
to  us.    I  had  no  part  in  the  management  whatever. 

Q.  You  have  no  direct  participation  in  the  management  of  it? 
A.  ISTone  whatever. 

Q.  But  we  are  availing  ourselves  of  your  familiarity  with  the 
records  to  get  the  facts.     A.  It  seems  to  be  seven  stories. 

Q.  The  ground  floor  is  occupied  by  a  cafe?    A.  Yes. 

Q.  The  Cafe  Eiche,  is  it  not?    A.  Yes. 

Q.  The  property  was  fitted  up  for  the  Cafe  Eiche  by  the  New 
York  Life  Insurance  Company  ?  A.  I  think  their  occupancy  was 
intended  at  the  time  the  building  was  arranged. 

Q.  And  has  a  long  lease  been  given  to  the  Cafe  Eiche  —  what 
is  that,  a  corporation  ?     A.  I  don't  know. 

Q.  Who  are  interested  in  it?    A.  1  don't  know. 

Q.  What  are  the  terms  of  the  lease,  what  does  the  Cafe  Eiche 
pay  for  the  ground  floor?  A.  If  you  are  aiming  at  the  interest  of 
any  New  York  Life  people  in  the  Cafe  Eiche,  I  think  I  would 
have  heard  something  about  it.  I  don't  believe  the  company  has 
a  dollar's  worth  of  interest  in  it. 
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—  ^  . 

Q.  There  is  produced  here  a  statement  of  receipt  for  the  Paris 
building  for  1904,  receipts  in  francs,  from  which  appear,  as  I 
understand  it,  the  amounts  that  are  received  from  the  various 
tenants  of  the  'New,  York  Life.     A.  Yes. 

Q.  That  statement  is  forwarded  to  you  from  the  Paris  office? 
A.  Yes,  sir. 

Q.  From  that  I  find  that  the  Cafe  Eiche  paid  a  total  in  1904 
of  $144,267  francs,  which  would  be  roughly  about  $28,000?  A. 
Yes. 

Q.  That  the  United  States  Fidelity  &  Guarantee  Company  paid 
7,500  francs  ?     A.  Yes. 

Q.  Or  roughly,  a  little  und&r  $1,500  ?     A.  Yes. 

Q.  Then  there  is  next  an  item  of  Bonin,  310  francs.    A.  Yes- 

Q.  The  next  item  we  have,  New  York  Life  Insurance  Company 
offices,  European  management  charged  with  122,499  francs;  print- 
ing office  with  6,999  francs;  France  Provinces,  9,900  francs; 
Bureau  des  Ass 

Q.  What  is  that  ?     Assizes  ?     A.  Assurance. 

Q.  (Continuing)  18,000  francs.  International  Bureau,  3,000 
francs.  Independent  agent,  1,166  francs.  I  find  there  the  total 
receipts  are  313,233  francs  55  centimes.  Now  it  comes  to  this, 
that  with  the  exception  of  this  little  item  of  Bonin,  whatever  that 
may  mean,  the  two  tenants  of  the  New  York  Life  are  the  Cafe 
Eiche  and  the  TJ.  S.  Fidelity  &  Guarantee  Company  ?     A.  Yes. 

Q.  Otherwise  the  New  York  Life  carries  the  building  itself? 
A.  There  may  be  vacancies  there,  for  instance,  which  I  would  not 
be  familiar  with. 

Q.  Yes,  that  is  so.     A.  That  may  be  the  explanation. 

Q.  Have  you  got  an  earlier  sheet  of  this  character  for  1903  or 
1902  ?  A.  That  is  the  only  transcript  we  have  here.  I  can 
bring  the  other  transcripts  if  you  wish  them.  Including  what  the 
New  York  Life  pays  itself  of  about  $30,000,  its  income  upon  that 
property  on  the  average  for  the  last  thirty  years  Is  a  trifle  over 
li  per  cent,  of  the  amount  invested  ?  A.  Well,  I  have  the  income 
here,  Mr.  Hughes,  but  not  figured  on  the  amount  invested,  figured 
on  the  amount  which  we  carried  there. 

Q.  I  know,  but  I  was  figuring  it  on  the  amount  invested.  The 
amount  invested  according  to  your  statement  is  $2,533,104.05 
and  11  per  cent,  on  that  would  give  you  about  $37,500,  and  that 
is  a  little  under  the  average  income  for  the  last  three  years  ?  A. 
Yes,  that  is  a  little  under  the  average  income  for  the  last  three 
years. 
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Q.  Between  1^  and  If  per  cent.  ?     A.  Yes,  sir. 

Q.  On  the  actual  money  invested.  And  the  average  is  a  little 
over  3  per  cent.,  from  3  to  3  1-3  per  cent^  on  the  amount  at  which 
you  carry  it  on  the  books  ?  A.  About  3i  per  cent.  Of  course, 
Mr.  Hughes,  it  hardly  seems  fair  to  figure  there  a  question  of 
income  on  a  building  which  you  have  torn  do^vn.  The  necessities 
of  the  company  for  space  were  such  that  they  were  obliged,  as  I 
understand,  to  tear  down  the  old  building.  It  was  no  longer  ade- 
quate for  their  needs.  And  there  is,  of  course,  the  item  of  the  cost 
of  the  old  building  which  must  then  disappear.  And  there  is  the 
further  consideration  that  all  of  the  life  insurance  companies  have 
for  the  benefit,  no  doubt,  of  their  business,  erected  build- 
ings, especially  in  places  where  they  had  executive  offices, 
as  our  home  office  building  in  ISTew  York  and  the  Paris  building, 
which  are  of  a  beautiful  and  of  a  monumental  character,  and 
which  are  designed,  no  doubt,  to  accomplish  purposes  other  than 
a  mere  return  of  a  large  income. 

Q.  You  mean  advertising  purposes?  A.  Advertising  purposes, 
I  heard,  for  instance,  on  a  visit  to  Montreal,  where  we  have  » 
building,  I  have  been  repeatedly  told  there  that  a  great  number  of 
the  small  policyholders  were  entirely  indifferent  as  to  the  amount 
of  securities  or  the  value  of  the  securities  which  the  Government 
reqiiired  us  to  deposit  as  a  reserve  against  policies,  but  if  yoii 
told  them,  "That  is  the  company  who  owns  the  building  on  Place 
d'Arme  Square,"  that  meets  all  requirements,  and  they  are  en- 
tirely satisfied  with  investment. 

Q.  That  is  one  of  the  questions  that  the  commission  will  have 
to  consider,  the  very  large  amounts  that  insurance  companies 
invest  in  real  estate  in  excess  of  the  actual  requirements  of  their 
offices  and  the  returns  on  the  amounts  used  in  that  way,  and  all 
the  considerations  you  mention  must,  of  course,  be  taken  into 
account.     Do  you  wish  to  stop  at  this  point  ? 

THE  CHAIEMAN:     Yes,  if  it  is  a  convenient  place. 

MR.  HUGHES:     Yes,  this  is  a  convenient  place. 

THE  CHATEMAIST:  The  committee  will  take  an  adjournment 
until  next  Wednesday  morning  at  10:30  o'clock. 


ALDERMANIO    CHAMBER, 

City  Hall,  New  Yokk  City. 

October  4,  1905. 

Met  pursuant  to  adjournment. 

Senator  Armstrong  in  the  chair. 

IIR.  McKEEJST:     Mr.  McCall,  will  you  take  the  stand,  please. 

JOHN"  A.  McCALL,  recalled,  testified  as  follows: 

BY  MR.  McKEEN: 

Q.  Mr.  McCall,  when  you  left  the  stand  there  were  a  great 
many  matters  in  the  line  of  the  examination  which  Mr.  Hughes 
was  pursuing  which  were  unfinished  and  upon  which  the  purr 
pose  is  to  inquire  further,  but  at  the  present  moment  it  has  sug- 
gested itself  to  the  counsel  to  the  Committee  that  the  Committee 
will  be  glad  to  be  enlightened  by  some  testimony  from  yourself 
on  certain  general  questions  pertaining  to  the  life  insurance 
situation  in  the  State  and  country,  and  may  feel  that  they  can 
very  properly  expect  that  enlightenment  from  one  who  has  been 
so  intimately  connected  with  the  business,  both  in  public  ofiices 
and  in  connection  with  the  business,  like  yourself,  and  I  need 
not  remind  you  that  this  Committee  is  by  no  means  limited  in 
forming  its  recommendations  to  the  Legislature  by  the  testimony 
taken  upon  these  hearings.  The  whole  literature  of  life  insur- 
ance is  open  to  the  Committee.  At  the  same  time,  there  are 
certain  points  in  connection  with  the  subject  that  they  feel  it 
will  be  wise  to  bring  out  at  these  public  hearings.  Having  in 
mind  those  facts  I  propose  to  put  to  you  some  questions  along  thosp 
lines,  and  if  the  questions  are  not  intelligible  (because  it  is  very 
difiicult  for  one  not  in  the  business  always  to  grasp  properly 
these  more  intricate  points)  I  know  the  answers  will  be  in- 
telligible. In  the  first  place,  will  you  briefly  state  out  of  your 
knowledge  the  beginning  in  this  country  of  State  supervision  of 
life  insurance?  A.  State  supervision  had  its  origin  in  the  State 
of  Massachusetts — State  supervision  —  followed  soon  after  be- 
cause of  a  report  made  to  the  Comptroller  of  the  State  by  the  Com- 
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mission  selectgd,  of  tlie  condition,  mainly  of  fire  insurance  com- 
panies, in  New  York,  as  far  back  as  1849,  running  on  to  1853. 
There  -were  a  number  of  mutual  fire  insurance  companies  doins;' 
business  in  the  State,  and  they  were  in  very  bad  odor  because 
of  failure  to  pay  their  claims,  and  growing  out  of  that  a  com- 
mission was  appointed  to  report  to  the  State  the  condition  of  in- 
surance companies  generally,  and  that  resulted  in  the  report  of 
1853.  Following  that  report  the  Comptroller  assumed  a  greater 
responsibility  and  a  greater  guard  over  these  insurance  companies 
At  that  time  I  may  say  there  were  but  two  life  insurance  com- 
panies in  New  York  State,  the  Mutual  and  the  JSTew  York  Life, 
both  mutual  companies  without  capital.  Following  the  Act  of 
1853  and  the  Act  of  1859  the  establishment  of  an  Insurance 
Department,  and  New  York  was  second  in  record  in  establishing 
siipervision  by  the  State  of  its  insurance  companies. 

Q.  At  what  period  in  the  State  of  New  York  did  legislation 
require  what  is  known  as  the  reserve?  A.  After  the  organiza 
tion  of  the  department  in  1859  the  English  life  table  was  used  in 
connection  with  the  valuation  of  policies,  and  later  on  —  I  served 
in  the  Department  first  in  the  year  1870.  I  was  appointed 
March  1,  1870,  and  was  assigned  to  work  in  the  actuary  depart- 
ment of  the  insurance  department,  and  in  that  year  we  made  the 
first  valuations  of  policies  of  New'  York  State  companies,  and 
at  that  time  the  table  of  mortality  was  the  American  experience 
table  of  mortality,  and  the  assumed  rate  of  interest  was  4-|  per 
cent. 

Q.  Now,  many  of  these  questions  are  elemental  in  a  measure 
and  quite  familiar  to  the  members  of  this  committee,  and  to  most 
people;  at  the  same  time  we  idealize  that  this  record  may  be  read  by 
people  Avho  look  there  for  enlightenment  on  somewhat  elemental 
matters.  Will  you  not  briefly  state  what  the  various  tables  are 
that  are  used  by  the  life  insurance  companies  and  explain  their 
compilation  in  a  general  way?  I  don't  mean  to  go  back  into 
remote  history,  of  course.  A.  The  tables  to-day  are  based  on 
the  combined  experience  of  the  English  actuaries,  with  4  per 
cent,  and  the  -4^  per  cent,  reserve,  the  American  experience 
table,  was  the  former,  during  the  time  of  Shepard  Homan,  and 
now  to-day  the  rate  of  earning  assumed  is  4  per  cent.,  and  even 
still  more.  The  New  York  Department  has  adopted  for  policies 
after  a  certain  date  the  assumption  that  you  will  earn  but  3^  per 
cent.,  so  that  the  table  to-day  in  use  is  the  combined  actuaries' 
table  with  4  per    cent,    interest    and   the    American    experience 
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table  Avitli  3  per  cent,  interest,  and  the  law  of  the  State  to-day 
is  3J  per  cent.,  but  in  estimating  the  solvency  of  a  company 
4^  per  cent,  is  still  assumed. 

Q.  In  what  respect  do  these  tables,  both  the  English  actuary 
tables  and  the  American  experience  table,  differ  from  what  were 
known  as  the  Northampton  and  Carlisle  tables  which  are  still  used 
in  the' courts  for  computing  dower  value,  etc.?  A.  Yes,  and  for 
annuities.  The  American  experience,  as  its  name  indicates,  is 
the  experience  on  lives  in  this  country,  and  the  other  is  entirely 
English  experience,  and  we  found — or  they  found  in  their  time 
that  there  was  enough  experience  in  the  American  companies  to 
formulate  a  table  of  their  own  as  to  mortality,  and  the  interest 
assumed  dealt  entirely  with  earnings  on  investments  here  and 
not  at  all  on  the  other  side.  The  annuity  table,  the  Northampton, 
and  the  annuity  table  here,  they  still  retain  the  English  form 
from  the  fact  that  all  the  decisions  practically  have  been  along 
the  lines  of  the  Northampton  table  on  annuities,  the  American 
companies  not  favoring  them  very  much. 

Q.  One  difference  is,  is  it  not,  that  the  actuary  table  and  the 
American  experience  table  are  both  compiled  from  selected  lives  ?  ' 
A.  Oh,  absolutely  so. 

Q.  Sound  lives?     A.  Soun^  lives. 

Q.  Whereas  the  Northampton  and  Carlisle  tables  were  tables 
made  up  on  the  average  length  of  life  in  the  entire  section  of  the 
country?     A.  That  is  right. 

Q.  Taking  both  kinds,  impaired  lives  and A.  Correct. 

Q.  And  the  consequence  is  that  there  is  a  greater  expectation  of 
life  both  under  the  English  actuary  table  and  the  American  expe- 
rience?    A.  Yes. 

Q.  Now,  coming  down  to  a  matter  which  agitated  the  insurance 
world  a  great  deal — ^I  personally  remember  the  Massachusetts 
course  asked  a  surrender  value.  Will  you  kindly  explain  who 
was  the  author  of  that  legislation  and  in  brief  what  the  theory  of 
it  was?  A.  The  first  non-forfeiture  law  was  during  the  adminis- 
tration of  Elisha  Wright,  which  was  known  as  the  Act  of  1861, 
and  briefly,  is  provided  that  after  deducting  from  the  value  any 
indebtedness  of  the  company  on  -otes,  four-fifths  of  wha't 
remained  was  considered  as  a  net  single  premium,  and  the  term  for 
which  insurance  shall  be  determined  according  to  the  age  of  the 
party  at  the  time  of  the  lapse.  That  act  continued  to  be  the  non- 
forfeiture law  "of  Massachusetts  for  many  years.  It  had  its  oppo- 
nents, and  the  provisions  of  the  act  were  very  widely  discussed  as 
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being  something  new,  arising  from  the  claims  that  were  made  that 
there  should  be  remuneration  to  a  policyholder  if  he  cared  to 
cease  his  contract  before  the  term  expressed  in  the  contract  itself, 
and  the  objections  then  made  to  that  law  were  along  these  lines : 
A^ non-forfeiture  value  representing  four-fifths  of  the  mathemati- 
cal reserve  is  given  at  the  end  of  the  first  year  under  the  act,  only 
on  acquisition  expenses,  that  is,  the  procuring  of  the  writ  the 
company  has  not  the  means  in  hand  to  meet  it.  The  surrender 
charge  which  in  case  of  no  indebtedness  was  one-fifth  the  reserve, 
in  case  of  indebtedness  is  only  one-fifth  of  the  balance  of  the  re- 
serve. That  is  an  injustice  to  the  man  who  borrowed  no  money 
as  against  the  man  who  had  borrowed,  and  the  privelege  given  to 
the  company  to  deduct  the  premiums  at  the  time  of  the  death  was 
a  mathematical  error.  And  arising  from  the  disciTSsion  of  these 
several  points  the  act  was  amended  again  so  that  the  present  law 
of  Massachusetts  has  been  in  force,  I  should  think,  about  twenty 
years,  I  should  think  probably,  and  antedates  the  non-forfeiture 
law  of  New  York. 

Q.  Well,  has  not  Mr.  Wright  been  generally  known  as  the 
apostle  of  the  policy  that  the  reserve  is  the  property  of  the  policy- 
holder ?  A.  Yes.  He  was  very  radical  in  his  notions  in  that  re- 
spect and  took  the  extreme  view,  I  think,  that  the  reserve  was 
absolutely  the  property  of  the  policyholder. 

Q.  Is  that  the  view  which  you  entertain  ?  Is  that  the  view  that 
you  entertain  'i     A.  Is  that  the  view  that  I  maintain  ? 

Q.  Yes.     A.  No,'  I  do  not. 

Q.  Won't  you  explain  vyherein  you  consider  the  policy  to  exist 
in  the  theory  that  the  reserve  is  the  property  of  the  policyholder  ? 
A.  I  think  the  charge  should  be  made  against  the  reserve  for  the 
purpose  of  adding  against  the  policyholders  a  risk  that  was  equally 
good,  assuming  the  risks  would  retire,  and  I  think  that  the  re- 
duction that  the  New  York  law  made  from  part  of  the  reserve, 
say,  26  per  cent. — the  man  breaks  the  contract ;  the  company  has 
no  right  to  break  it — and  I  think  there  should  be  a  penalty  for 
the  breaking  of  the  contract  to  the  extent  of  a  percentage  of  the 
reserve. 

Q.  Well,  is  or  is  not  the  notion  that  the  reserve  is  a  fund  which 
will  ultimately  meet  the  policy  a  correct  notion  ?  A.  Yes,  the  re- 
serve invested  at  the  assumed  rate  of  interest  will  pay  every  claim 
at  maturity. 

Q  Yes,  but  it  cannot  pay  an  individual  claim  if  a  man  dies 
young.     A.  Not  at  all.     He  pays 
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Q.  Where  does  the  money  come  from  to  pay  people  who  die  be- 
fore the  reserve  amounts  to  the  amount  of  the  claim?  A.  The 
money  comes  from  those  who  persist  in  paying  and  the  man  who 
profits  in  the  earlier  years  from  the  loss — or  his  family  who  profit 
from  the  loss  sutained  by  his  death — it  comes  out  of  the  contri- 
butions made  by  the  members  generally. 

Q.  Will  you  be  kind  enough  to  explain  very  briefly  what  the 
different  kinds  of  premiums  are.  The  natural  premium,  and  so 
forth  ?  A.  Well,  the  net  premium,  so  called.  The  net  premium 
in  life  insurance  is  that  sum  of  money  which,  if  invested  at  the 
assumed  rate  of  interest,  as  I  said,  will  pay  the  claims  at  maturity. 
!Now,  on  that  net  premium  there  is  a  loading.  It  is  technically 
called  a  loading.  It  is  put  on  there  because  there  is  an  expense 
in  getting  the  business,  and  our  average  loading  in  the  New  York 
Life  is  about  22J  per  cent,  of  the  net  premium.  The  net  pre- 
mium in  itself  is  a  sum  of  money  that  should  not  be  intruded  upon 
or  attacked  for  any  purpose  except  for  the  payment  of  claims, 
but,  as  a  matter  of  fact,  Mr.  McKeen,  in  the  very  first  year  of 
insurance,  owing  to  the  expense  of  procuring  the  business  I  do 
not  believe  that  there  is  any  company  that  has  any  amount  left 
out  of  the  first  year's  premium  wherewith  to  maintain  that  reserve. 

Q.  In  other  words,  the  reserve  under  the  New  York  law  for  the 
first  year  of  a  policy  has  to  be  taken  out  of  some  other  source  than 
premium  ?     A.  It  has. 

Q.  Well,  from  what  do  you  take  it  in  practice?  "A.  Well, 
practically,  of  course,  it  is  taken  from  a  surplus. 

Q.  Well,  what  is  the  difference  between  what  is  called  a  natural 
premium  and  a  level  premium,  what  is  meant  by  level  premium? 
A.  A  level  premium  is  the  amoimt  of  money  that  is  payable  every 
year  during  the  entire  contract  at  the  age  of  entrance,  so  when  a 
man  grows  older  in  the  regularly  organized  company  he  pays  the 
same  premium  that  he  does  at  the  beginning  through  the  term  of 
his  insurance.  The  natural  premium  has  been  referred  to  more  in 
connection  with  fraternal  and  assessment  companies  where  the 
sum  of  money  is  really  based  on  mortality  and  not  much  on  ex- 
penses, and  is  founded  more  on  assessments  than  anything  else. 

Q.  If  a  man,  say,  thirty  years  old  wanted  insurance  for  one 
year  he  could  get  it  at  a  very  much  lower  rate  than  the  premium 
charged  him  when  taking  out  a  life  policy?    A.  Certainly  so. 

Q.  In  other  words,  the  leveling  is  in  adjusting  a  premium 
throughout  the  entire  life  so  that  the  premium  will  be  uniform^ 
A.  Yes. 
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Q.  Now,  a  great  deal  has  been  said  about  the  surplus,  and  I 
am  coming  to  that  in  a  little  more  detail  later.  I  am  coming  to  it 
more  particularly  in  connection  with  the  New  York  Life,  but  will 
you  state  generally  from  what  source  the  surplus  comes,  how  it 
happens  there  is  a  surplus  generally?  A.  Yes.  The  surplus 
comes  —  its  first  source,  if  you  will,  is  the  gain  in  mortality  from 
that  assumed.  That  is,  you  assume  a  certain  mortality  and  then 
if  your  experience  shows  that  that  mortality  has  not  been  reached, 
the  difference  between  the  two  is  the  first  gain  in  the  surplus 
account.  You  assume  a  certain  earning  rate  on  your  assets,  say 
3-J  per  cent,  lately  and  4i  before.  Any  amount  earned  by  the 
company  over  the  assumed  interest  rate  furnishes  a  surplus,  too. 
Those  two  are  the  main  sources  of  surplus  holdings. 

Q.  Does  not  some  of  it  come  from  the  fact  that  the  premiums, 
the  level  premiums,  exceed  the  natural  premiums,  or  do  you  dis- 
.  regard  that  as  a  source  of  surplus  ?     A.  JSTo,  that  is  disregarded 
in  the  estimate. 

Q.  I  would  like,  if  you  can  do  so,  if  you  will  kindly  explain 
to  this  Committee  in  what  particular,  or  rather  in  what  general 
respects,  the  English  method  of  State  supervision  differs  from  that 
in  the  State  of  New  York?  A.  Well,  practically,  there  is  no 
supervision  whatever  in  England.  They  follow  out  their  notions 
of  free  trade  even  into  the  management  of  insurance  companies. 
You  file  a  statement  vfith  the  Board  of  Trade,  it  is  somewhat 
elaborate  and  practically  that  is  about  all  the  supervision  that  is 
applied,  is  the  filing  of  that  report  open  to  the  public  for  inspec- 
tion, and  there  is  really,  as  a  matter  -of  fact,  no  supervision  what- 
ever in  England  over  its  insurance  companies,  none  at  all  com- 
pared with  the  American  system. 

Q.  Is  there  no  legislative  test  of  solvency  in  England?  A. 
No,  I  do  not  recall  that  to-day  there  is  any  other  requirement  than 
that  the  rate  of  interest  and  the  tables  assumed,  that  the  company 
shall  show  correspondingly  at  the  end  of  the  year  that  they  have 
lived  up  to  the  premium  charge  by  these  several  rates,  that  is  all, 
that  would  be  shown  in  the  schedules  of  the  reports. 

Q.  If  in  England  it  appears  from  the  statement  filed  with  the 
Board  of  Trade,  that  the  company  had  not  in  fact  a  sufficient 
reserve  it  becomes  a  question  of  judicial  inquiry  in  that  particular 
case?    A.  Practically  so. 

Q.  But  the  company  may  or  may  not  be  adjudicated  insolvent, 
as  the  result,  without  the  application  of  any  ironclad  rule  of  com- 
putation?   A.  That  is  the  situation  practically. 
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Q.  You  are  quite  familiar  personally  with  what  may  be  called 
the  crisis  of  life  insurance  in  this  state  along  from  1876  to  1884. 
Some  of  us  remember  personally  your  activity  in  connection  with 
some  of  those  companies.  Can  you  briefly  state,  because  a  genera- 
tion almost  has  passed  since  that  time,  can  you  briefly  state  what 
happened  at  that  time  in  the  life  insurance  world,  more  particu- 
larly in  the  New  York  companies?  A.  I  hare  written  quite  ex- 
tensively on  the  subject,  Mr.  McKeen. 

Q.  I  know  you  have,  and  I  won't  ask  any  extended  statement. 
A.  'No,  I  think  I  can  briefly  state  what  you  want  so  as  to  enabk 
the  Committee  to  see  what  has  occurred  in  the  past  in  connection 
with  the  management  of  life  insurance  companies  and  their  de- 
fects, if  you  will.  The  period  you  speak  of — in  1870 — in  1860 
and  1870 — there  were  forty-one  New  York  companies  and  now 
there  are  fourteen  and  there  were  seventy-one  companies  of  this 
and  other  states  and  now  twenty-nine  reporting  to  the  New  York 
Insurance  Department.  In  1876  you  will  recollect,  the  financial 
condition  of  the  country  was  very  bad.  These  companies  had 
been  organized,  I  was  going  to  say  almost  hourly,  and  they  were 
mainly  incorporated  to  give  places  to  people  related  to  men  of 
capital,  and  it  was  a  very  popular  thing  to  organize  a  life  insur- 
ance company  with  all  sorts  of  fads  and  isms  connected  with  it. 
They  had  these  small  companies  and  they  paid  very  extravagant 
salaries.  The  business  was  comparatively  small.  They  adopteci 
methods  that  no  sane  management  would  think  of  having,  and 
they  ran  along  practically  without  restraint  or  supervision,  if 
you  will,  until  finally  there  was  a  failure  and  then  another.  At 
that  time  I  was  the  examiner  of  the  Department  at  Albany,  and 
so  all  of  this  that  I  have  described  I  saw  and  part  of  it  I  examined. 
It  may  be  said  in  brief  that  no  life  insurance  company  in  the 
State  of  New  York  ever  failed  because  the  premium  was 
insufficient.  It  failed  because  of  extravagant  management,  it 
failed  because  of  destruction  of  values,  especially  of  real  es- 
tate values,  at  the  time,  with  inflations  here  in  New  York, 
tremendous  inflations  of  property  and  the  realization  on  mort- 
gages was  very  light  comparatively.  So  that  in  all  this  period  of 
the  winding  up  of  these  companies,  we  were  dealing  with  institu- 
tions that  had  never  been  managed  at  all  with  an  eye  to  the 
future.  It  was  all  dealing  with  the  present,  and  unskillful,  botli 
in  the  actuarial  department  and  the  financial  and  governmental 
part  of  the  company.  I  do  not  recall  a  failure  of  a  company — and 
I  think  I  have  said  it  before-^where  the  claim  was  attributed  to 
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the  insufficiency  of  the  premium  charge,  or  for  any  other  reason 
except  absolute  incompetency,  and  sometimes  of  course  there  was 
dishonesty  and  rascality  in  the  company. 

Q.  In  a  general  way  do  you  recall  about  what  the  shrinkage 
was  in  winding  up  those  companies,  that  is,  the  amount  realized 
for  distribution  among  creditors  as  compared  with  the  valuation 
of  their  assets  just  prior  to  their  failure?  A.  Will  you  permit 
me  to  read? 

Q.  Certainly  ?  A.  This  is  from  an  address  made  in  Milwaukee 
before  the  ISTational  Insurance  Convention,  the  convention  of 
State  officials.  It  was  delivered  in  1898,  and  it  contains  som(^ 
tables  in  connection  with  the  very  question  you  asked  me.  The 
nine  years  immediately  following  the  first  convention,  that  is,  the 
first  convention  of  1871  —  1870  and  1871  —  must  be  accounted 
the  most  trying  period  in  the  history  of  American  life  insurance. 
The  number  of  companies  which  ceased  doing  business  in  ISTcw 
York  was  forty-six;  only  four  reinsured  in  companies  that  re- 
mained solvent;  only  ten  others  paid  liabilities  in  full.  Receivers' 
reports  are  incomplete,  but  a  careful  examination  of  such  as  are 
accessible  show  the  total  loss  to  policyholders  by  failures  among 
American  life  insurance  companies  to  be  about  $35,000,000. 
The  cash  liabilities  of  seven  contiguous  companies  that  failed 
were  twenty-four  millions  of  dollars  and  the  dividends  paid  by 
the  receivers  were  $7,589,000,  a  loss  to  policyholders  of  seven- 
teen millions  of  dollars.  Following  these  companies  into  their 
respective  domiciles  outside  the  State,  following  the  foreign  com- 
panies, there  were  nine  in  number.  Their  liabilities  were  twenty- 
one  millions  and  the  receivers  paid  dividends  on  three  millions, 
making  a  loss  to  policyholders  of  eighteen  million  dollars,  a  com- 
bined loss  in  sixteen  companies  of  over  thirty-five  millions  of 
dollars. 

Q.  In  other  words,  the  experience  of  the  State  as  the  result  of 
putting  these  life  insurance  companies  into  receiverships  and  the 
result  of  the  causes  which  compelled  it,  was  that  it  resulted  in 
very  great  disaster  to  policyholders?  A.  Very  great  disaster  to 
policyholders  and  very  great  scandal  throughout  the  State. 

Q.  Can  you  state  what  peculiar  hardship  there  is  if  the  solvency 
of  a  life  insurance  company  where  there  has  been  no  reinsurance 
effected,  where  the  loss  falls  with  special  hardship  ?  A.  Well,  the 
loss,  of  course,  would  fall  with  special  hardship  to  the  man 
whose  health  was  impaired  and  who  could  not  get  insurance  any- 
where else,  and  they  were  the  main  sufferers,  of  course. 

Q.  In  other  words,  the  general  policy  of  the  courts  was  to 
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regard  all  the  outstanding  policyholders  as.  creditors  practically 
to  the  amount  of  their  surrender  values?    A.  Practically. 

Q.  And  a  man  whose  health  was  impaired  might  really  —  the 
surrender  value  of  his  policy  might  be  very  nearly  its  face,  and 
yet  he  would  only  come  in  as  a  creditor  and  get  dividends  on  a 
very  small  proportion  of  the  real  value?  A.  A  very,  very  small 
proportion. 

Q.  What  legislative  remedy  is  there  for  that  sort  of  hardship 
that  occurs  to  you,  if  any?  A.  I  think  the  reserve  should  be  used 
to  purchase  paid-up  insurance  in  a  case  of  that  kind,  where  there 
is  a  deficit  in  the  reserve.  It  should  be  used  and  the  company 
continued  and  not  put  in  the  hands  of  a  receiver. 

Q.  Is  there  not  a  plan  in  England,  in  the  case  of  insolvent  life 
insurance  companies,  of  practically  scaling  down  all  the  claims? 
A.  Yes,  that  is  akin  to  just  what.  I  spoke  of,  that  is,  that  the 
amount  of  insurance  in  force  would  be  the  sum  that  the  reserves 
would  purchase  on  these  lives.  That  is  the  actual  amount  avail- 
able to  purchase  this  insurance. 

Q.  And  do  you  think  that  it  would  be  practicable  legislation 
making  that  the  rule  for  the  vdnding  up  of  life  insurance  com- 
panines  in  this  State?  A.  Wot  only  practicable,  but  while  there  is 
no  imminent  danger  of  any  company  doing  business,  I  think  it  is 
very  desirable  that  the  law  should  be  amended  in  that  respect. 

Q.  I  want  to  call  your  attention  to  a  provision  in  our  insurance 
law,  section  89  of  the  revision  of  1892,  the  section  which  is 
headed  Discrimination  Prohibited?  A.  Yes,  I  am  very  familiar 
with  it. 

Q.  It  provides  —  it  prohibits  —  it  says  in  the  first  sentence, 
"  No  life  insurance  corporation  doing  business  in  this  State  shall 
make  any  discrimination  in  favor  of  individuals  of  the  same  class 
or  of  the  same  expectation  of  life  either  in  the  amount  of  premium 
charged  or  in  any  return  of  premium,  dividend  or  other  advan- 
tages. No  agent  of  any  such  corporation  shall  make  any  contract 
for  insurance  or  agreement  as  to  such  contract  other  than  that 
which  is  plainly  expressed  in  the  policy  issued.  No  such  corpo- 
ration or  agent  thereof  shall  pay  or  allow  or  offer  to  pay  or  allow 
as  an  inducement  to  any  person  to  insure,  any  rebate  of  premiums 
or  any  special  favor  or  advantage  whatever  in  the  dividends  to 
accrue  thereon  or  any  inducement  whatever  not  specified  in  the 
policy."    Do  you  recall  the  original  enactment  of  that?    A.  Yes. 

Q.  Did  you.  have  anything  personally  to  do  in  promoting  that 
legislation?    A.  I  did. 
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Q.  What  was  the  condition  of  things  that  led  to  that  enact- 
ment? A.  Well,  great  complaints  of  the  extravagance  ,of  main- 
taining the  business  caused  by  the  giving  away  of  the  first  year's 
premiums  to  the  applicant.  Large  commissions  Avhich  the  agent 
passed  over  to  the  insured,  and  the  company  was  saddled  with  a 
risk  that  they  were  not  remunerated  for.  And,  as  a  matter  of  fact, 
everywhere  I  think  life  insurance  in  the  first  year  was  about  pre- 
sented to  the  applicant;  there  were  exceptions  to  the  rule  as  there 
are  to  every  rule;  that  was  the  condition  in  1889  Avhen  that  act 
was  passed. 

Q.  May  I  ask  if  that  act  has  had  the  effect  it  was  expected  to 
have  in  preventing  rebating?  A.  I  think  it  has  had  a  very  good 
effect  in  many  ways.  It  has  not  been  wholly  preventative  to  the 
evil,  but  if  I  may  be  pardoned  for  referring  to  our  own  case,  we 
have  taken  very  strenuous  action  in  that  respect  by  the  adoption 
of  rules  and  regulations  and  in  connection  with  our  own  Nylic 
system,  where  the  man  feels  he  has  something  in  the  end  if  h^ 
continues  with  the  company  and  he  loses  that.  We  not  only  re- 
quire him  to  certify  in  advance  that  he  has  not  rebated,  but  he 
certifies  on  his  honor  that  he  has  not  and  that  is  filed  with  the 
application  and  we  do  all  we  can  to  carry  that  law  into  effect. 
I  say,  and  I  do  not  want  to  be  understood  as  saying  that  we  are 
absolutely  enabled  by  "what  we  have  done  to  prevent  rebating 
everywhere,  but  I  do  say,  and  I  say  it  with  a  desire  not  to  be 
understood  as  boasting,  that  we  think  our  own  company  has  done 
more  in  relation  to  preventing  rebating  —  well,  at  least  as  much 
as  any  other  company. 

Q.  Have  you  ever  discharged  any  agents  for  it?  A.  Quite  a 
number  of  them. 

Q.  Do  you  know  whether  there  has  ever  been  a  prosecution 
under  this  act?  A.  There  has,  and  the  act  held  to  be  constitu- 
tional.    That  is  the  Formo&a  case. 

Q.  Now,  your  company  as  well  as  others  practically  has  a 
method  of  increasing  the  compensation  of  agents  predicated  upon 
the  amount  of  business  writtim  ?    A.  Yes. 

Q.  Now,  as  an  agent  approaches  that  limit  is  not  the  tempta- 
tion almost  overwhelming  for  him  to  indulge  in  the  practice  of 
rebating?  A.  That  would  be  so,  I  think,  Mr.  McKeen,  under 
a  system  of  remuneration  that  depended  on  certain  transactions 
from  him,  but  you  must  bear  in  mind  that  under  our  ISTylic  system 
of  remuneration,  that  a  man  absolutely  agrees  with  us  that  he 
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will  not  rebate,  and  that  if  he  does  rebate  he  forfeits  all  his  rights 
to  whatever  he  may  have  in  our  possession,  and  I  think  that  is 
a  restriction.  Will  you  permit  me  to  make  a  suggestion  right 
there  regarding  that  act,  before  I  forget  it? 

Q.  Certainly.  A.  It  shows  how  laws  may  be  mnde  up  with 
the  best  of  intentions  and  yet  be  failures,  made  up,  if  you  will, 
under  a  commission  for  codifying  the  law.  Take  the  very  sec- 
tion you  refer  to,  if  you  will  be  kind  enough  to  refer  to  Section 
89  and  let  me  illustrate  the  evil  that  comes  from  amendments 
to  laws  without  consultation,  if  you  will,  and  without  propei 
hearing  by  the  governing  bodies. 

Q.  I  am  sure  the  Committee  are  anxious  to  get  suggestions 
exactly  along  those  laws.  A.  If  you  will  turn  to  that  section 
you  just  read  to  me.  Sections  89  and  91  of  the  present  Insurance 
Code,  were  enacted  together  as  the  rebate  law  of  New  York. 
In  the  first.  Section  89,  it  was  provided  that  if  a  man  did  certain 
things,-  namely,  rebating  or  granting  discrimination  not  provided 
in  the  contract  itself,  then  these  men  should  be  punished,  and 
how  they  should  be  punished  was  provided  in  Section  2  of  the 
act,  which  is  now  Section  91  of  the  Code.  But,  mark  you,  in 
between,  the  people  entrusted  with  the  codification  of  the  law 
at  that  time  sandwiched  a  section  called  discrimination  against 
colored  persons. 

Q.  Yes.  A.  Sort  of  a  nigger  in  the  woodpile,  and  the  result 
of  that  was  that  Section  91,  which  was  intended  to  punisTi  by 
the  cancellation  of  the  certificate  authority  of  the  rebating  agent, 
was  made  to  apply  to  Section  91  and  the  preceding  Section  90 
and  not  at  all  to  the  rebate  Section  89,  and  to-day  in  the  State 
of  ISTew  York  by  reason  of  that  codification  there  is  absolutely 
no  punishment  by  taking  away  his  life  insurance. 

Q.  Now,  Mr.  McCall,  does  it  occur  to  you  to  make  any  further 
suggestions  along  this  line  of  general  legislation  as  bearing  on 
life  insurance  conditions  that  you  desire  to  suggest  to  the  Com- 
mittee? A.  I  should  like  very  much  to  make  a  brief  statement 
tibout  legislation.  It  is  rather  a  topic  that  calls  for  some  com- 
ment and  criticism,  and  if  you  will  pardon  me,  I  will  briefly  state 
8ome  of  the  experience  of  a  company  in  regard  to  legislation. 

Q.  Certainly.  You  may  consider  a  question  put  asking  for 
that  answer.  A.  Thank  you.  With  the  beginning  of  every 
year,  I  daresay  it  is  the  feeling  ef  every  executive  officer,  I  know 
it  is  for  myself  —  tha.t  for  the  ensuing  five  or  six  months  of  the 
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year  that  we  shall  he  hadgered  and  harassed  to  death  in  every 
State  of  the  Union  hy  the  introduction  of  had  bills  of '  avery 
kind.  Sometimes  men  of  honor  will  feel  that  they  have  a  right 
to  amend  a  law,  and  their  motives  are  all  right.  But  mainly  the 
general  insurance  legislation  of  this  country,  if  you  will  follow  it 
through,  emanates  from  people  who  are  desirous  of  striking  at 
msurance  companies.  I  mjight  even  continue  with  that  further, 
and  say  that  I  believe  that  three-quarters  of  the  insurance  bills 
introduced  in  the  United  States  are  blackmailing  bills.  Until,  as 
I  have  said,  that  the  management  of  these  companies  really 
tremble  vsdth  the  beginning  of  a  year  as  to  what  they  have  to  en- 
counter during  the  following  six  months  of  the  year.  That  is  a 
condition  that  I  think  your  Committee,  if  you  will,  Mr.  Chairman, 
can  do  much  to  provide  against.  If  it  will  but  pass  a  law,  similar, 
if  you  will,  to  the  Massachusetts  law,  which  has  been  very 
effective,  I  think,  that  every  bill  introduced  shall  ho  lodged  or 
recorded  in  the  oiEce  of  the  Secretary  of  State  —  every  insur- 
ance bill,  the  introducer  mentioned  and  on  the  eorresponding 
page  the  name  of  the  man,  either  attorney  or  agent,  selected 
by  the  corporation  to  oppose  or  favor  that  measure,  so  that  every 
bill  will  have  its  record  and  every  man  appearing  at  a  capitol 
or  before  a  committee  will  also  be  recorded  on  this  book  of  the 
Secretary  of  State,  and  then  when  the  Legislature  adjourns,  if 
you  will,  compel  the  officers  of  the  companies  under  oath  to  state 
exactly  how  much  they  have  paid  those  agents  and  those  attor- 
neys, you  will  have  very  much  less  blackmailing  legislation  and 
fewer  opportunities  for  blackmailers  to  strike  at  insurance  com- 
panies. 

Q.  If  I  -may  recur  a  moment  to  the  subject  of  rebating,  you 
are  aware  probably  that  the  question  has  recently  been  put  to 
the  Attorney  General  of  the  State  as  to  whether  rebating,  the 
accepting  of  a  rebate  by  a  policyholder  has  the  effect  under  this 
law  of  making  the  policy  invalid?     A.  Yes. 

Q.  That  question  he  has  not  answered  because  he  says  he  does 
not  care  to  answer  academic  questions,  but  we  are  not  limited, 
and  we  are  putting  a  good  many  academic  questions.  What 
would  be  your  opinion  as  to  the  wisdom  of  incorporating  that 
provision  in  the  statute  and  making  a  policyholder  forfeit  his 
policy  if  it  is  proved  that  he  has  accepted  part  of  the  agent's 
commission  or  has  got  his  insurance  in  violation  of  this  section? 
A.  I  would  be  very  heartily  in  favor  of  such  a  law. 

Q.  Now,  I  want  to  ask  you  some  questions  about  the  busi- 
35 
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ness  that  I  am  informed  is  quite  extensively  carried  on  by  the 
New  York  Life  and  to  a  considerable  extent  by  tbe  Equitable 
Life,  that  is  what  is  called  sub-standard  insurance,  what  is  meant 
by  that?  A.  A  sub-standard  risk  is  one  that  could  not  be  classed 
with  a  risk  that  had  passed  a  medical  examination  entirely  satis- 
factory in  every  respect  with  the  medical  examiners.  I  have 
some  statistics  here  as  to  that  business  — ^ 

Q.  "Well,  can  you  state  to  what  extent  —  I'  would  like  to  ask 
you  before  you  come  to  that  a  few  preliminary  questions  which 
I  think  will  make  any  statement  you  have  to  make  perhaps  more 
intelligible.  As  I  understand  it  you  do  insure  to  a  considerable 
extent  persons  who  have  been  rejected  by  the  Medical  Depart- 
ment in  the  first  instance?  A.  I  will  put  it  this  way,  Mr. 
McKeen.  Persons  who  have  not  been  approved  as  first-class 
risks. 

Q.  Well,  persons  who  prior  to  the  adoption  of  this  method 
would  not  have  been A.  "Would  not  have  been  insured. 

Q.  "Would  Jiot  have  been  insured?     A.  Yes. 

Q.  Can  you  tell,    not  with    exact   figures,  but  approximately, 
what  amount  of  that  kind  of  business  was  done  by  the  !N"ew  York 
Life  Insurance  Company  in  the  past  year?      A.  Yes,  I  can; 
$35,000,000  last  year.    I  have  the  table  exactly  of  what  we  have 
issued  from  the  beginning. 

'  Q.  Very  well,  make  the  statement  in  your  own  way.  "We 
would  like  to  be  enlightened  about  it.  A.  The  New  York  Life 
uses  three  methods  of  treating  under-average  lives.  "We  call 
them  under-average  lives.  First,  under  the  deferred  dividends 
system,  where  the  impairment  is  slight,  the  lives  are  placed  in  the 
special  mortality  class,  in  which  the  dividend  will  be-  lower  than 
that  in  the  standard  class.  Second,  where  the  impairment  is 
more  serious,  in  addition  to  the  above  provision  for  lower  divi- 
dend  

Q.  Excuse  me,  you  mean  the  dividend  will  be  higher.  You 
said  lower.  A.  Placed,  in  a  special  mortality  class  in  which  the 
dividend  will  be  lower  than  the  standard. 

Q.  The  dividend,  yes.  I  thought  you  meant  the  premium. 
A.  No,  the  dividend.  Second,  where  the  impairment  is  more 
serious,  in  addition  to  the  above  provision  for  lower  dividends 
a  lien  is  placed  against  the  amount  of  insiirance  ranging  from 
three  hundred  to  ninp  hundred  dollars  a  thousand,  and  reduced 
each  year  by  the  annual  premiums  paid.     Third,  the  advanced 
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age,  or  extra  premium  system  is  used  in  countries  where  we 
■write  only  the  annual  dividends  form  of  insxirance,  the  same 
annual  dividend  being  paid  on  the  sub-standard  as  on  the  stand- 
ard risk,  and  extra  premium  is  charged  to  cover  the  extra  rrior- 
tality.  This  is  not  fixed  by  any  arbitrary  scheme  of  advancing 
the  premiums  according  to  the  expectations  advanced  by  the 
Medical  Director,  but  is  a  matter  of  precise  calculation,  based 
on  the  extra  mortality  of  lives  in  each  class.  That  is  our  system, 
and  here  I  have  the  figures  showing  just  exactly  what  the  amounts 
and  the  entire  business  and  the  ratio  is.  In  1896  it  was  begun 
in  that  year.  We  have  $1,540,000  of  under-average  business 
against  our  entire  business  of  $121,000,000,  and  the  percentage 
or  ratio  was  one  to  twenty-five.  In  1897  $2,500,000,  against 
$135,000,000  of  entire  business,  a  ratio  of  1  to  86.  In  1896, 
$6,500,000,  against  $152,000,000,  ratio  of  4  to  32.  In  1899, 
$16,200,000,  against  $202,000,000,  a  ratio  of  8  per  cent.  In  1900 
$20,000,000,  against  $232,000,000,  a  ratio  of  9  per  cent.  In  1901, 
$26,000,000,  against  $262,000,000,  a  ratio  of  10  per  cent.  In 
1902,  $32,000,000,  against  $293,000,000,  a  ratio  of  10.93  per 
cent.  In  1903,  $35,000,000,  against  $316,000,000,  a  ratio  of  11 
per  cent.  In  1904,  last  year,  we  had  $35,183,900,  against  our 
entire  business  of  $431,295,696,  a  ratio  of  10.62  per  cent.  We 
have  a  record  of  our  mortality  experience  from  the  ineeption  of 
the  class,  from  1896,  to  December  31,  1904,  the  expected  deaths 
are  calculated  in  accordance  with  the  mortality  which  the  policies 
can  bear,  for  instance,  in  cases  where  we  expect  a  mortality  of 
twice  the  normal,  and  lien  policies  were  issued  to  meet  that  risk 
or  made  a  lien  in  calculating  the  expected  death  losses  of  double 
the  company's  mortality  in  standard  lives,  and  the  mortality  ex- 
perience from  1896  to  1904,  inclusive,  has  been  as  follows:  We 
expected  death  losses  of  $5,230,000  and  the  actual  losses  were 
$4,900,000,  a  ratio  of  95  per  cent,  of  actual  deaths  against  what 
we  expected. 

Q.  What  is  the  method  whereby  you  decide  whether  or  not 
you  will  issue  one  of  these  policies  on  an  impaired  life?  How 
do  you  get  at  it?  A.  It  entirely  depends  on  the  Medical  Bureau, 
and  I  should  like  very  much  to  have  you  ask  Dr.  Rogers  of  our 
Medical  Bureau  as  to  just  what  that  system  is.    It  is  purely 

Q.  Well,  in  a  general  way  you  know  about  it,  because  you  have 
already  shown  your  familiarity  with  it?  A.  Yes,  I  do  know 
about  it. 
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Q.  And  at  present  we  are  trying  to  find  out  what  you ;  know 
about  it.  We  undoubtedly  will  go  further  into  that  at  a  later 
stage  of  the  investigation,  but  the  point  is,  here  comes  an  appli- 
cant for  a  policy  in  the  New  York  Life,  and  he  is  rejected  by  the 
ordinary  course  of  medical  examination.  !Now,  somebody  has 
to  make  an  exception  in  his  case  to  decide  whether  to  insure  him 
on  the  sub-average  basis.     Who  does  that  ?     A.  The  doctor. 

Q.  Alone?     A.  The  doctor  alone. 

Q.  Well,  but  he  has  already  rejected  him.  A.  He  submits 
that  to  the  executive  officers,  and  then  under  the  experience 
gained  by  the  operation  of  this  system  a  calculation  is  made  of 
the  points  wherein  he  is  lacking,  and  then  it  is  decided  what 
policy  we  will  give  him  on  the  sub-standard  agreement.  That  is 
determined  by  consultation  with  the  executive  officers. 

Q.  You  speak  of  "  as  a  class,"  treating  these  sub-average  people 
as  belonging  to  a  class.  Is  there  any  table  under  which  there  is 
any  computation  made  ?  A.  Not  at  all,  except  from  our  own 
experience. 

Q.  Well,  you  take  each  individual  case,  do  you,  and  determine 

in  that  particular  case  what  on  the  whole  you  think  you  can  insure 

that  man  for  ?    A.  Yes,  just  as  the  table  was  made  on  American 

experience.     We  take  these  sub-standard  people  on  the  experience 

•  with  sub-9.tandard  risks. 

Q.  Have  you  made  any  table  showing  the  nature  of  the  physical 
impairment  so  that  you  have  got  any  results  from  experience  as 
to  how  long  men  will  live  who  have  got  only  one  lung,  or  how 
long  men  will  live  who  have  consumption  in  the  family  ?  A.  All 
the  sub-standard  risks  are  classified  according  to. their  failings,  if 
you  will,  according  to  their  meeting  certain  requirements,  and  in 
that  way  we  arrive  at  what  should  be  done  with  that  particular 
risk. 

Q.  How  is  it  you  have  never  advertised  that  you  are  doing  this 
sort  of  business  ?    A.  Oh,  yes. 

Q.  Have  you  1    A.  Oh,  very  greatly. 

Q.  Have  you  solicited  applications  from  people  who  are  im- 
paired ?  A.  Not  at  all  in  that  way.  It  would  come  in  the  ordi- 
nary business.  We  have  not  gone  out  and  said  to  a  man  with  one 
lung,  we  would  like  to  try  you,  but  every  man  feels  he  is  all 
right  himself,  and  when  his  deficiency  is  shown  by  our  examina- 
tion he  is  advised:  "You  have  applied  for  a  regular  policy;  we 
are  not  able  to  give  it  to  you;  we  can  give  you  one  of  the  sub- 
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standard  policies,"  and  that  man  then  reforms  his  contract  by 
agreeing  to  take  that  sub-standard  policy. 

Q.  It  is  what  fire  insurance  would  be  called  an  extraordinary 
risk?  A.  What  in  fire  insurance  would  be  called  an  extraordi- 
nary risk. 

Q.  And  on  the  whole  you  have  made  more  money  out  of  it 
relatively  than  you  have  out  of  the  old-fashioned  method  of  in- 
surance?   A.  Yes. 

Q.  Now,  as  I  have  said,  we  would  be  glad  to  have  further  light 
on  that  subject.  Do  you  know  whether  other  companies,  if  any, 
are  doing  that  business  in  New  York  ?  A.  I  think  the  Equitable 
Life  is  doing  some  now. 

Q.  Any  other?    A.  I  do  not  recall. 

Q.  Now,  Mr.  McCall,  I  want  to  call  attention  to  a  very  much 
discussed  question  of  deferred  dividends,  and  I  suppose  I  may  state 
that  perhaps  a  larger  part  of  the  correspondence  th-at  has  come  to 
this  committee  has  come  from  policyholders  who  object  to  the 
deferred  dividends  matter.  Perhaps  it  may  be  wise  to  ask  a  few 
questions  as  to  the  history  of  that.  The  adoption  of  these  differ- 
ent methods,  and  how  that  question  is  immediately  applied  to  the 
New  York  Life.  There  was  an  agitation  which  you  very  well  re- 
call, which  led  to  a  special  legislative  investigation,  I  think  in 
1882,  and  the  special  legislative  investigation  in  Ohio  growing  out 
of  the  combination  of  what  was  known  as  the  tontine  system. 
Will  you  briefly  state  what  the  pure  tontine  policy  is  ?  A.  Purd 
tontine  is  an  institution  of  French  origin,  having  been  first  pro- 
posed by  Lorenzo  Tonti  to  Cardinal  Mazarin  in  1663  and  put  in 
operation  by  Louis  XLV.  in  1689.  The  tontine  in  its  original  form 
was  made  a  government  loan,  in  which  the  premium  was  never  to 
be  repaid,  but  the  entire  interest  on  the  loan  was  to  be  divided 
each  year  among  the  survivors  of  the  original  subscribers.  The 
first  tontine  which  the  French  Government  set  up  in  1669  ran 
on  to  1726,  when  the  last  beneficiary  died,  a  widow,  who  in  the 
last  year  of  her  life  enjoyed  an  income  of  $15,000  against  her 
original  investment  of  $60.  Other  government  tontines  succeeded 
this  in  France,  as  well  as  private  enterprises  of  the  same  kind, 
some  of  which  had  the  vicious  feature  of  the  confiscation  of  the 
principal  on  the  death  of  the  last  survivor,  while  all  of  them  had 
an  immense  lottery  element  involved  in  their  continuance  down 
to  the  last  life,  or  a  last  small  group  of  lives.  In  addition  to  these 
features  many  of  the  private  tontines  were  little  better  than  swin- 
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dies.  Notably  such  was  the  Tontine  La  Targe,  probably' the  larg- 
est ever  organized,  which  took  $13,000,000  from  credulous  invest- 
ors during  the  years  1737-1792  and  failed  soon  after.  Now,  that 
really  is  the  origin  of  the  so-called  tontined  principle,  that  French 
lottery  system. 

Q.  A  plan  under  which  a  lot  of  people  put  money  into  a  fund 
and  the  survivor  got  the  whole  of  it  ?  A.  And  they  bet  that  they 
would  be  the  last  man  to  live. 

Q.  And  the  last  man  got  the  whole  of  it  ?     A.  Yes,  sir. 

Q.  Or  the  last  two?     A.  Yes. 

Q.  Now,  will  you  please  explain  how  that  system  came  to  be 
applied  to  one  form  of  life  insurance  adopted  by  the  New  York 
Life,  and  to  what  extent  that  principle  was  applied?  A.  In  the 
postponement  of  the  division  of  the  profits.  Of  course,  the  Equi- 
table, as  you  know,  was  the  originator  of  the  tontine  system.  Mr. 
Hyde  was  the  .man  who  conceived  that  principle  in  life  insurance, 
if  you  will. 

Q.  In  other  words,  policies  were  issued  for  a  term  of  years, 
might  we  say  ten  years,  and  the  people  who  died  before  the  expira- 
tion of  the  term  forfeited  everything  they  had  paid  in  ?  A.  For- 
feited everything  they  paid  in.     That  was  the  original  tontine. 

Q.  And  the  result  was  that  if  one  or  two  or  three  of  the  class 
who  had  insured  under  that  plan  for  the  specified  term  of  years 
survived,  then  they  got  as  dividends  the  results  of  forfeitures  and 
surplus  from  those  who  dropped  out?     A.  Absolutely. 

Q.  So  that  it  held  out  to  a  man  who  went  into  the  tontine  sys- 
tem that  if  he  should  survive  he  would  get  a  very  handsome  re- 
turn in  the  form  of  surplus  on  his  policy  ?  A.  Yes,  sir ;  that  was 
practically  the  working  out  of  the  scheme,  so  I  think  that  the 
adaption  of  it  and  the  adoption  of  it  came  from  Mr.  Hyde's 
knowledge  that  a;  new  company  like  the  Equitable  would  have  a 
very  hard  road  to  compete  with  the  greater  company  like  the  Mu- 
tual Life  paying  annual  dividends,  and  he,  having  smaller  assets, 
so  he  conceived  the  scheme  whereby  he  would  not  be  put  to  the 
test  of  paying  dividends  in  competition  with  this  older  company 
with  its  larger  assets  and  surplus.  That,  I  have  no  doubt,  from 
several  talks  I  had  wth  him  during  his  lifetime,  was  the  reason 
of  the  adaptation  and  adoption  to  of  the  tontine  scheme  of  life  in- 
surance. 

Q.  Are  there  any  outstanding  pure  tontine  policies  now  in  the 
New  York  Life  ?       A.I  had  a  list  made  up  not  a  great  while  ago, 
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and  I  think  there  are  practically  none ;  within  a  year  or  two  they 
will  all  have  passed  ont. 

Q.  Now,  after  that  came  a  modification  of  the  plan,  which, 
nevertheless,  still  embodied  the  feature  of  deferred  dividends. 

A.  Yes. 

Q.  Will  you  kindly  explain  briefly  what  that  modification  was^ 
and  bring  it  down  to  the  present  plan  of  deferred  dividend  pol- 
icies ?  A.  The  present  plan  of  deferred  dividend  policies  has  no 
more  relation,  if  you  will,  to  the  original  tontine  plan  than  a 
whole  life  policy  would  have  to  a  term  insurance  contract,  for  this 
reason,  that  the  deferred  dividend  plan  of  to-day  in  any  contract 
guaranteeing  the  payment  of  the  money  provides  the  most  liberal 
repajTuents,  and — ^in  fact,  our  own  company,  if  I  may  speak  of  it 
— ^that  after  one  year's  premium  has  been  paid  there  is  absolutely 
no  forfeiture  whatever  in  relation  to  the  contract  itself,  so  that 
a  man  with  a  tontine  policy  to-day  reads  right  in  his  contract 
exactly  how  much  he  can  borrow  on  it,  how  much  he  can  go  and 
obtain  as  the  cash  surrender  value,  if  there  is  no  loan  provided, 
and  all  that  he  forfeits,  if  you  will.  He  makes  his  contract  with 
you  that  he  will  pay  for  twenty  years  and  you  make  a  contract 
with  him  that  you  cannot  break,  and  after  that  time  there  will  be 
a  certain  division  of  profits.  Now  he,  for  some  reason  or  other, 
desires  to  stop,  and  his  contract  he  finds  can  go  to  that  company 
after  two  payments  have  been  made,  and  get  a  cash  surrender 
value,  paid  up  insurance,  surrendered  insurance,  and,  in  fact, 
he  is  given  much  more  in  the  way  of  compensation  for  money 
paid  in  than  any  law  in  the  United  States  provides  as  surrender 
value. 

Q.  Neverthless,  there  is  an  advantage  to  those  who  survive 
tbe  twenty  years.  They  do  get  something  more.  There  is  some- 
thing deferred,  in  other  words?  A.  Mr.  McKeen,  the  result  of 
the  tontine  policies,  the  maturing  tontines,  the  results  show  that 
there  is  more  paid  to  a  tontine  policyholder  as  a  dividend,  many 
more  times  over,  than  would  be  paid  to  him  on  the  annual  dividend 
plan  during  the  same  time. 

Q.  In  the  attempt  to  get  some  light  on  the  practice  of  ascer- 
taining and  paying  out  dividends  under  your  deferred  dividend 
policies,  we  have  been  looking  through  your  reports  to  the  Ger- 
man Government,  which,  it  seems,  requires  very  much  fuller  re- 
turns from  the  American  companies  doing  business  there,  more  in 
detail  than  the  requirements  of  our  State  law,  and  we  have  found 
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certain  figures  returned  by  your  company  to  the  German  Govern- 
ment which  I  confess  I  have  been  unable  wholly  to  understand, 
and  it  occurs  to  me  as  it  is  a  matter  that  seems  to  us  in  our  ignor- 
ance, important  to  put  upon  the  record  certain  records  made  from 
these  returns,  and  then  ask  from  you  such  explanation  as  there 
may  be.  These  figures  have  been  very  carefully  taken  from-  the 
papers  furnished  by  your  actuary,  biit,  of  course,  they  are  subject 
to  correction.  I  will  read  them,  and  then  predicate  some  ques- 
tions. It  appears  from  the  return  of  the  New  York  Life  to  the 
German  Government  as  follows: 

THE  CHAIRMAN":    Of  what  date? 

ME.  McKEEN:  A  series  of  years.  These  are  taken  from  a 
series  of  returns. 

Q.  It  appears  that  the  company  has  reported  to  the  German 
Government  the  amount  of  surplus  added  yearly.  You  takp,  for 
instance,  it  appears  that  the  policies  of  the  twenty-year  plan, 

1879  that  there  were  added  to  the  surplus  in  1898  $119,825.  The 
following  year,  being  the  expiration  period,  the  dividends  were 
apparently  paid  out. "  Now,  of  the  twenty-year  policies  issued  in 

1880  the  amount  added  to  surplus  in  1893  was  $23,013,  The 
amount  added  to  the  surplus  the  next  year,  1899,  was  $122,195, 
the  next  year  paid  out.  Of  the  policies  issued  in  1881  in  1898  tho 
amount  added  to  the  surplus  was  $32,040;  in  1899,  $33,274;  in 
1900,  $258,920;  paid  out  in  1901.  Of  the  1882  policies  there 
were  added  to  the  surplus  in  1898,  $59,289;  1899,  $55,905;  1900, 
$59,563;  1901,  $565,407;  paid  out,  of  course,  in  1902.  In  1883, 
in  1898,  $8.1,919;  in  1899,  $82,070;  in  1900,  $79,639;  in  1901, 
$99,159;  in  1892,  $835,394;  paid  out  in  1903.  In  1898  added  to 
the  surplus  in  1898,  $61,637;  in  1899,  $63,109;  in  1900^  $59,322; 
in  1901,  $73,848;  in  1902,  $42,057;  in  1903,  $735,635,  and  paid 
out  in  1904.  I  will  not  read  all  the  others,  but  I  have  here  and  will 
farther  on  enter  "upon  the  minutes  the  figures  as  to  the  fifteen- 
year  tontine,  twenty-year  accumulations.  The  point  that  puz- 
zled us  is  this:  It  appears  that  in  all  these  cases  that  the  re- 
turns that  you  have  made  to  the  German  Government  show  that 
in  the  year  immediately  preceding  the  expiration  of  the  pe- 
riod the  amount  added  to  the  surplus  was  enormously  in  excess 
of  any  amount  added  for  any  of  several  preceding  years.  To 
repeat  and  take  the  crucial  instance,  the  twenty-y^ar  Tontines 
issued  in  1884  you  added  to  the  surplus  in  1901  on  those  policies 
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$73,848,  in  1902  $42,057  and  in  1903  $735,635.  Now,  will  you 
kindly  explain  how  this  enormously  increased  amount  of  addi- 
tions to  the  stirplus  seems  to  have  been  made  every  time  in  the 
year  previous  to  the  maturity  of  the  tontine  period?  A.  In  a 
general  way  I  can  say  that  that  is  the  adjustment  in  the  final 
year  of  the  Tontine  from  all  the  groupings  has  produced  to 
make  up  the  dividend  payments  of  that  year.  I  would  myself, 
Mr.  McKeen,  be  absolutely  unable  to  take  up  these  figures.  Mr. 
Weeks  is  here  and  can  give  you  all  possible  information  on  that 
subject.  I  must  say  that  I  could  not.  I  could  not  take  those 
figures  and  explain  each  item  because  I  did  not  make  them  up, 
and  I  would  be  absolutely  ignorant  of  what  the  calculations  were 
that  made  the  various  payments  for  the  year. 

(The  statement  above  referred  to  is  as  follows:) 

JSTEW  YOEK  LIFE  PKUSSIAN  AND  GERMAN  EEPOETS. 

Twenty- Year  Tontines. 

Surplus  Added  In. 

Issued  1898  1899  1900  1901  1902 

1879' 119,825  Paid  out 

1880 23,013  122,195  Paid  out 

1881 32,040  33,274  258,920  Paid  out 

1882 59,289  55,005  59,563  565,407  Paid  out 

1883 83,919  82,070  79,639  99,159  835,394 

1884 61,637  63,119  59,322  73,848  42,057 

1885 15,901  15,524,  15,284  18,213  10,326 

1886 815  771  764  "  826  622 

1903  1904 
Paid  out 

1884 735,635  Paid  out 

1885 9,292  178,942 

1886  412  756 

Fifteen- Year  Tontines. 
1898  1899-         1900         1901         1902 

1884 121,406    Paid  out 

1885 8,792       18,786    Paid  out 

1886 1,358         1,331         6,743    Paid  out 


»» 
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Twenty- Year  Accumulation. 

Issued  1898  1899         1900         1901         1902 

1884  33,097       32,946       32,410       37,001       23,074 

1885 80,267       81,021       70,597       80,538       51,486 

1903  1904 

1884 203,167  Paid  out 

1885 44,364  541,083 

Fifteen- Year  Accumulations. 

Issued                     1898          1899  1900         1901         1902 

1884 303,304    Paid  out 

1885 80,331     471,904  Paid  out 

1886 89,744       97,505  566,801  Paid  out 

1887 105,224       98,301  89',930  615,292    Paid  out 

1888 140,200     131,648  123,661  153,770     635,961 

1889 160,148     154,126  137,678  163,687       86,702 

1890 130,593     123,346  107,266  121,185       64,974 

Issued                       1903  19-04 

1888  Paid  out 

1889 747,274  Paid  out 

1890 49,073  670,514 

Ten- Year  Accumulation, 

Issued  1898  1899 '       1900         1901         1902 

1889 122,398    Paid  out 

1890  ., 37,720     143,105    Paid  out 

1891 33,060  28,294  123,864  Paid  out 

1892   26,012  24,301  19,572  60,299  Paid  out 

1893 31,905  21,469  21,276  27,660  129',972 

1894 28,770  28,801  24,994  34,927  12,982 

1895 26,649  15,056  11,129  16,071  7,760 

Issued  1903  1904 

1893  Paid  out 

1894 158,753    Paid  out 

3  895 3,066     127,525 

These  items  are  in  each  case  portions  of  the  totals  under  head 
"Apportionment  of  surplus  from  the  previous  year  " — as  Head  6 
b,  in  "  Distribution  of  profits,  etc.,"  for  1904. 

Also  in  "Added  to  profit  Eeserve  "  in  "Profit  and  Loss  Ac- 
nouut." 
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Q.  I,  of  course,  did  not  expect  you  to  remember  the  particular 
figures,  but  it  would  seem  as  if  a  matter  wMch  ebalfenges  our 
surprise  would  be  sometbing  that  you  would  necessarily  have 
discovered?  A.  Only  in  a  general  way  that  it  was  an  adjust- 
ment of  the  Tontine  at  the  end  of  the  year — ^the  adjustment  of 
the  maturing  tontine  in  the  year  of  maturity. 

Q.  Well,  but  does  not  your  amended  charter  require  that  these 
dividends,  whether  paid  out  or  not,  shall  be  ascertained  by  the 
company — ^yearly  ascertained?  A.  We  ascertain  the  divisible 
surplus  yearly,  and  that  entirely,  of  course,  is  a  matter  of  calcu- 
lation by  the  actuary  and  reported  to  the  board  as  to  how  much 
we  shall  add  to  this  fund  each  year  during  the  progress  of  the 
Tontine  period  and  the  Board  of  Trustees  and  the  officers  rely 
absolutely  upon  the  figures  of  the  actuary,  as  to  how  much 
amount  shall  be  added  from  these  various  sources. 

Q.  Well,  of  course,  in  other  words  it  must  appear,  must  it 
not?  We  must  infer  from  these  figures  if  correct,  that  you  do 
not  carry  to  the  surplus  every  year  anything  like  what  the  divi- 
dend is?  A.  No.  The  amount  that  we  carry  each  year  is  accord- 
ing to  the  report  of  the  actuary,  adopted  by  the  Board,  as  to 
what  in  his  judgment  shall  be  allotted  each  year  to  the  class 
until  the  final  completion  and  the  final  payment  is  ascertained. 

Q.  Well,  the  effect  of  it  is,  is  it  not,  that  there  is  an  immense 
fund  which  is  a  part  of  the  surplus  which  the  company  practically 
feels  at  liberty  to  use  until  the  time  comes  when  there  has  got  to 
be  a  dividend  paid?  A.  Well,  practically  that,  if  you  will  permit 
me  to  say  this,  that  nowhere  in  the  New  York  Life  report  is  the 
word  "  surplus  "  used. 

Q.  Well,  what  do  you  call  it  ?  A.  We  call  it  reserves  for  the 
tontine  policies  and  then  finally  the  general  reserve  over  and  above 
the  liabilities  charged  by  the  State  to  losses  and  the  amounts  set 
aside  and  assigned  to  these  maturing  contracts,  it  being  a  New 
York  life  Insurance  Company  principle  that  its  assets  belong  to 
its  policyholders  and  its  surplus  is  divided  among  these  various 
classes  so  that  you  will  find  on  reference  to  the  New  York  Life 
reports  for  the  last  five  years,  at  least,  that  the  word  "  surplus  "  is 
not  used  in  any  way,  but  we  do  divide  what  other  companies 
report  as  surplus,  the  amounts  assigned  to  each  of  these  classes 
5,  10,  15  and  20-year. 

Q.  And  you  do  carry  as  a  liability  in  your  company  the  agreed 
obligations  as  to  the  payment  of  surrender  values,  I  believe?  A. 
Yes,  sir. 
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Q.  You  regard  them  as  liabilities  tlist  may  mature  and,  there- 
fore, you  must  provide  for  them?     A.  Absolutely. 

Q.  But,  nevertheless,  it  v^ould  appear  to  me  that  under  the 
provisions  of  the  charter  vyhich  seems  to  require  the  ascertainment 
of  the  surplus  on  a  class  of  policies  every  year,  that  while  the 
company  is  not  obliged  to  declare  a  dividend  or  make  it  an  obli- 
gation to  the  particular  policyholders,  that  the  surplus  ascertained 
each  year  and  set  aside,  that  those  amounts  added  up  would  make 
the  entire  amount  at  the  end  of  the  period — would  not  that  seem 
to  be  so?  A.  Well,  it  would,  except  this,  that  the  company  always 
reserved  the  right  in  the  making  up  of  its  assets  and  its  state- 
ments that  there  shall  be  a  final  adjustment,  because  it  would  be 
impossible  to  tell  exactly  who  would  be  in  your  last  maturing 
class.  Now,  I  wish  for  the  purposes  of  the  record,  that  I  might 
be  permitted  to  state  this,  that  there  is  no  fund  of  the  New  York 
Life  of  any  kind  that  is  not  absolutely  assigned  to  classes.  We 
have  no  such  fund  as  a  surplus  fund,  that  may  be  used  for  any 
purpose  whatever,  for  any  motive  of  its  officers,  or  for  any  dispo- 
sition of  its  officers.  Every  dollar  of  our  ascertained  excess  you 
will  call  it  surplus,  if  you  please,  every  dollar  of  that  has  an  as- 
signed purpose,  and  the  laws  of  the  State  of  New  York,  although 
it  has  been  said  to  the  contrary — the  law  of  the  State  of  New 
York  provides  to-day  that  there  shall  be  no  other  investment  of 
that  surplus  or  tontine  fund  that  does  not  pertain  tO'  every  other 
investment  of  the  company.  There  is  a  very  wide  notion  that  the 
obligations  of  a  life  insurance  company  on  its  deferred  dividends 
policies  may  be  invested  as  its  officers  please,  that  they  may  be 
held  in  any  fund  that  you  care  to  name.  It  is  not  true  at  all. 
The  investment  law  of  the  State  of  New  York  regulates  with  pre- 
ciseness  and  with  positiveness  every  investment  that  you  make,  no 
matter  whether  it  relates  to  reserves  or  to  liabilities  or  to  surplus, 
if  you  will,  so  that  when  you  get  to  a  certain  point  in  the  distribu- 
tion of  large  sums  where  there  appears  to  be  an  excess  in  that 
class  in  the  last  year  of  the  determination  it  is  nothing  more  than 
an  adjustment  in  the  entire  experience  of  the  company  in  paying 
put  the  moneys  of  that  year,  because  all  of  these  moneys  have  had 
their  previous  assignments  and  from  time  to  time,  either  by 
classes  or  in  that  line  that  says  that  the  amount  held  for  all  othei 
purposes  beyond  those  described  is  as  follows 

Q.  Well,  you  said,  in  answer  to  my  question  a  little  earlier  in 
the  day,  that,  as  a  rule,  you  got  the  money  to  meet  the  reserve  on 
the  first  year  of  the  policy  inasmuch  as  you  didn't  get  it  from  the 
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premmm,  they  all  being  used  up  in  expenses,  that  yot(''4opfc-i-t^ 
from  the  surplus?    A.  "Well,  I  did  use  the  word  surplus.    ^Hiean'    ' 
by  that  in  a  sense  the  moneys  to  pay  for  a  deficit  in  the  first  year's 
reserve,  from  the  moneys  the  company  has  in  hand  comes  in  that 
line  which  you  will  find  "  Reserve  for  all  other  purposes." 

Q.  Well,  having  taken  a  part  of  this  surplus,  or  considering  it 
reserved  against  those  first  year's  policies,  when  you  come  to  set- 
tle with  the  people  under  your  contracts  at  the  expiration  of  the 
deferred  dividend  period  you  have  to  get  their  share  back,  don't 
you,  from  some  source?     A.  

Q.  Where  do  you  get  that  from?  A.  All  the  surplus  over 
and  above  the  assigned  amounts  we  get  from  the  general  item 
—  if  you  will  permit  me  to  refer  to  it  in  the  last  ISTew  York's 
report  it  you  have  it  there  —  is  the  words  "  reserve  to  provide 
for  all  other  contingencies,"  $8,461,000.  Above  all  our  liabili- 
ties of  every  kind  noted  in  this  report  we  have  $390,000,000 
of  assets  according  to  the  report  for  December  31,  1904.  On 
the  other  side  of  the  account  are  the  liabilities,  first,  the  re- 
serve on  the  policies  over  which  we  have  no  control  of  any 
whatever.  We  get  a  certificate  from  Albany  stating  what  our 
policy  liability  is  and  we  have  no  right  to  change  it,  and  we  adopt 
these  figures,  and  that  amount  is  $336,000,000.  Following  that 
up  are  the  various  liabilities  for  loans,  then  we  subdivide  into  the 
various  tontines,  20,  15,  10  and  5  years,  then  so  much  for  the  an- 
nual dividends,  then  we  have  in  addition  to  that  a  reserve  to  pro- 
vide for  all  other  contingencies  $8,461,000,  and  if  you  will  per- 
mit me  to  say  right  there,  Mr.  McKeen,  that  in  our  own  company 
it  has  been  the  practice  for  the  past  two  years  that  the  Wew 
York  Life  has  not  included  in  its  assets  in  any  way  an  amount 
equal  to  $8,000,000,  being  the  value  of  its  securities  at  a  manket 
rate  above  their  cost  value,  and  that  does  not  enter  into  the  surplus 
in  any  way.  In  other  words,  if  our  statement  was  made  up,  as 
those  statements  are  made  up  by  all  other  companies  generally, 
we  would  have  added  $8,000,000  to  our  assets  and  to  our  surplus 
accounts. 

Q.  N'ow,  to  go  a  little  further  on  the  subject  of  the  surplus,  I 
will  read  a  letter  received  from  one  of  your  policyholders.  I  can- 
not, of  course,  vouch  at  all  for  the  accuracy  of  it,  but  it  is  a  speci- 
men, if  I  say,  of  scores  of  letters  received  by  the  committee 
and  it  will  put  the  character  of  the  complaint  in  a  concrete 
way. 
This  is  dated  October  3d,  just  received: 
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"  ISTew  York,  October  3,  1905. 
"  Hon.  James  McKeen, 

"Attorney  for  the  Armstrong  Ins.  Investigating  Committee, 
"  40  Wall  Street,  New  York  Citj. 

"  Dear  Sir: 

"  I  have  paid  premiums'  on  life  insurance  for  over  thirty  years 
and  have  given  some  thought  to  the  business.  My  object  in  writing 
you  is  to  most  respectfully  suggest  that  it  might  be  interesting  and 
profitable  to  inquire  into  the  matter  of  the  transfer  of  some  seven- 
teen million  dollars  ($17,000,000)  from  the  surplus  to  the  reserve 
fund  by  the  New  York  Life  Insurance  Company  some  years  ago. 
This  transfer,  as  I  remember  it,  was  made  for  the  purpose  of 
bringing  the  reserve  on  all  policies  of  that  company  then  in 
force  up  to  the  full  SJ  per  cent,  reserve  in  place  of  4  per  cent, 
which  was  at  that  time  the  standard  of  all  American  companies 
with  one  or  two  exceptions.  It  was  claimed  that  this  transfer 
would  add  to  the  security  of  the  policyholder  and  really  make  no 
difference  to  him  in  the  end,  as  the  total  cash  value  of  his  policy 
at  the  maturity  of  the  deferred  fifteen  or  twenty  years'  dividends 
period  would  be  exactly  the  same,  the  reserve  being  higher  and 
the  dividend  correspondingly  lower  than  the  4  per  cent,  reserve, 
but  the  .total  cash  value  just  the  same. 

"  Now,  in  settling  these  life  and  limited  payment  life  contracts 
at  the  end  of  the  fifteen  and  twenty  year  dividend  periods  it  has 
been  the  rule  in  all  companies,  I  believe,  to  allow  as  a  guaranteed 
cash  surrender  value  the  full  reserve  held  by  the  company  in  the 
event  of  the  surrender  of  the  policy  at  that  time. 

"  The  question  is,  has  the  New  York  Life  since  said  transfer 
allowed  or  offered  to  allow  the  full  3i  per  cent,  reserve  on  life 
and  limited  payment  life  policies  at  the  end  of  the  fifteen  and 
twenty-year  deferred  dividend  periods?  That  they  have  not  done 
so  the  following  statement  seems  to  prove,  viz. : 

"  Policy  No.  361,T77,  issued  by  the  New  York  Life  Insurance 
Company  June  18,  1890,  at  age  42,  amount  $5,000,  fifteen  pay- 
ment life  plan,  fifteen  deferred  dividends. 

"  Cash  surrender  value  offered  June  13,  1905.  .   $2,815.50 
"  Dividend,  June  13,  1905 974.65 


"  Total  cash  value,  June  13,  1905 $3,790.15 
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"  The  cash  value  as  above,  $2,815.50,  is  the  full  4  per  cent,  re- 
serve of  the  '  Combined  Experience  '  table,  and  is  $135.60  less  than 
the  S^  per  cent,  reserve  of  the  'American  Experience  '  table  which 
was  to  be  used,  I  believe,  for  the  valuation  of  all  policies  of  this 
company  issued  prior  to  the  transfer  of  the  $17,000,000  referred 
to. 

"  Now  what  became  of  this  $135.60?  "Was  it  deducted  from  the 
reserve  and  added  to  the  dividend  for  the  purpose  of  bringing  it 
up  to  the  neighborhood  of  what  other  companies  pay  in  1905  on 
similar  policies?  If  you  will  examine  the  record  of  this  company 
as  to  total  surplus  for  policyholders  for  the  past  several  years  and 
compare  this  with  the  enormous  increase  in  liabilities,  there  may 
seem  to  be  a  reason  for  such  a  transfer. 

"  The  figures  as  to  amount  of  cash  value  and  dividend  given 
above  are  correct,  as  I  copied  them  from  the  statement  sent  out 
tby  the  company.  The  policy  is  not  on  my  life,  but  on  that  of  a 
friend.  In  find  that  in  1904  policies  similar  to  the  above,  issued  in 
1889,  were  settled  by  this  company  and  the  full  3i  per  cent, 
reserve, '  American  Experience  '  table,  allowed  as  a  cash  surrender 
value.  Why  the  change  to  the  4  per  cent,  reserve  in  1905,  except 
to  reduce  the  liabilities  and  to  increase  the  surplus  ? 

"  Yours  very  truly. 


Q.  Will  you  kindly  explain  for  the  benefit  of  this  correspondent 
and  the  Committee  —  give  such  explanation  as  you  can  ?  A.  Yes. 
He  refers,  Mr.  McKeen,  to  a  transfer  made  several  years  ago,  of 
the  company  maintaining  a  higher  reserve  than  the  State  and  we 
endeavored  by  adopting  the  higher  reserve  of  3i  per  cent,  be- 
fore it  was  the  State  Law;  it  is  now  the  State  Law  in  regard 
to  contracts  at  present  issued;  to  have  in  hand  the  largest  sum 
of  money  to  meet  our  claims  under  the  most  conservative  law 
of  any  State.  The  Department  itself  in  receiving  that  report 
rather  objected  that  we  should  take  their  own  figures  under  the 
Law  of  this  State,  and  whatever  transfer  we  made  on  that 
account,  we  should  hold  absolutely  separately,  and  because  of 
the  confusion  of  the  thing,  we  adopted  the  New  York  Law  just 
as  the  law  stands,  and  took  the  liability  at  the  4  and  3^  per 
cent.  un<ier  the  term  of  the  Law.  In  other  words,  we  were  striv- 
ing to  maintain  a  higher  reserve,  and  put  aside  a  higher  re 
serve  than  the  Law  of  this  State  gave.  Now,  that  contract  that 
you  speak   of,   by  the  number   of  the   policy,   it  shows   abso- 
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luteJy  that  the  man  is  finding  fault,  and  it  is  generally,  thj^  kind 
of  man  that  you  find  in  that  letter  —  a  friend  of  a  policy hplder  -^ 
the  policyholder  himself  does  not  make  any  cpmplaint,  ypu  know, 
and  probably  that  friend  is  the  agent  of  some  company,  39  he 
comes  in  to  find  why  the  New  York  Life  tried  to  4o  a  conseryative 
thing  some  years  ago,  and  why  now,  they  are  paying  a  certain 
value  on  the  basis  according  to  the  New  Yprk  ,stand8,r4,  .  The 
answer  I  can  make  is  this,  that  it  did,  not  niake  any  diff^renpe  to 
the  New  York  Life  Insurance  Company  whether  that  $,17,000,- 
000  v/as  in  its  reserve  liability  or  in  reserve  for  tontine  policies  — 
not  the  slightest  difference;  no  money  was  taken  put  pf  its  as- 
sets; no  harm  was  done  anyone,,  and  because  we  l^ried  ,tp  be 
stronger  than  the  State  really  wanted  us  to  be,  he  is  now  trying 
to  find  fault  with  our  action. 

Q.  Let  us  see,  the  State  two  years  ago  in  the,  interest  pf  cpn- 
servatism  changed  the  basis  under  which  a  company  is.  permitted 
to  do  business  so  that  it  must  have  assets,  -v/hieh  at  a  lower  rate 
of  interest  than  formally,  Avill  meet  its  obligations.  A.  Not 
on  all  contracts. 

Q.  Not  on  all  contracts,  but  on  all  contracts  since  1901  ?  A. 
Yes. 

Q.  You  must  now  have  a  reserve,  which,  at  the  rate  of  3i 
per  cent,  will  at  the  period  of  expectation  meet  the  policy  ?.  A. 
Yes. 

Q.  And  the- State  has  also  substituted  the  4  per  cent,  for  the  old 
4i?    A.  Yes. 

Q.  Which  also  increases  the  reserve  on  policies  prior  to  that, 
date.  Now,  that  is  the  method  the  State  adopts  in  the  interest  of 
the  security  of  the  people. genejFally?     A.  Yes. 

Q.  And  if  you  have  entered  into  a  cpntract  with  a  man  prior 
to  that  legislation  under  which  you  fix  by  contract  a  certain 
value  of  his  reserve  on  the  4^  per  cent,  plan,  do  you  digepver 
in  the  passage  of  the  law  anything  that  enables  you  to  depart 
from  carrying  out  that  contract?  A.  Not  at  alL  Of  course, 
you, understand  in  the  4J  per  cent,  reserve  is  much  less  than  in 
the  3^. 

Q.  Yea,  it  is  much  less,  btjt  the  point  of  the  complaint,  as  I 
understand  it,  is  that  you  have  made  a  distinction  favprable  to 
the  company  in  carrying  from  the  surplus  that  you  had  agreed 
to  pay,  something  into  the  reserve.     That  is  t^ie  gist  of  the  com-- 
plaint,  and  it  is  so  universal  that  it  would  seem  to  have  some 
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foundation.  A.  N^o.  As  a  matter  of  fact,  take  on  one  side,  sup- 
pose, in  paying  a  surrender  value  to  a  man  we  should  take  the 
reserve  of  the  State  on  a  lower  basis,  and  say  it  was  fifty  dollars, 
and  his  surplus  we  will  say  was  twenty-five  dollars,  that  would 
be  seventy-five  dollars.  Now,  if  we  took  and  made  that  fifty 
dollars  sixty  dollars,  by  calling  it  reserve,  and  calling  the  surplus 
fifteen  dollars,  the  same  adjustment  would  be  made  as  though 
we  called  the  surplus  fifty  dollars  and  the  reserve  twenty-five 
dollars.  It  don't  affect  him  at  all.  The  effect  of  that  transfer 
was  nothing  else  in  the  world  but  to  help  the  ll^ew  York  Life  as 
being  understood  as  adopting  a  much  higher  reserve  than  the 
state  itself  asked,  and  if  we  transferred  it  from  surplus  amount 
to  reserve  amount  it  made  no  difference  in  the  end  so  long  as  the 
man  got  3^  per  cent,  reserve  and  no  surplus,  or  4  per  cent,  and 
the  amount  of  the  surplus. 

Q.  Of  course  it  is  a  matter  for  careful  mathematical  investi- 
gation and  I  did  not  intend  to  ask  you  further  on  it,  and  I  will 
only  ask  from  you  such  brief  explanation  as  may  seem  pertinent, 
A.  Quite  proper. 

Q.  Our  attention  has  been  called  to  this,  about  which  I  would 
like  to  ask  a  question:  It  has  been  stated  quit©  authoritatively, 
and  I  think  indeed  it  appears  in  the  papers  of  the  company,  that 
in  connection  with  the  concessions  made  for  the  purpose  of  retain- 
ing your  hold  in  Germany,  the  German  Government  required  you 
to  make  a  special  discrimination  in  f^vor  of  Germans  in  military 
service  that  is  not  made  elsewhere.  Is  there  any  basis  for  that  ? 
A.  Absolutely  none,  our  actuary  says,  if  you  will  adopt  his  answer 
as  mine. 

Q.  That  is  erroneous  ?  A.  That  is  erroneous.  There  is  no  dis- 
tinction. 

Q.  We  will  ask  him  later  about  that.  A.  I  didn't  know  that 
there  was. 

Q.  Attention  has  already  been  called  that  the  company  makes 
a  similar  discrimination — ^not  similar  because  you  say  thei'e  is 
none — ^but  made  a  discrimination  in  the  matter  of  a  Spanish  busi- 
ness in  favor  of  Spanish  soldiers,  which  were  denied  to  American 
soldiers  in  the  late  war.    A.  We  are  not  so  treasonable  as  that. 

Q.  Is  there  no  basis  for  that?  A.  JSTo,  sir.  In  fact,  we  sided 
with  America  in  that.  My  son  advises  me,  if  you  will  accept  his 
answer — he  does — that  we  didn't  issue  a  policy  to  a  Spanish  sol- 
dier during  the  war,  so  there  couldn't  be  discrimination. 

Q.  The  matter  of  making  loans  on  policies,  we  would  like  at  the 
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convenience  of  the  company,  we  have  alrealy  called,  I  know,  at 
very  great  length  for  statements  which  have  been  very  cheerfully 
furnished,  but  there  are  a  few  more  which  I  will  ask  to  be  fur- 
nished at  your  convenience,  which  I  will  come  to.  Among  them 
we  will  want  to  have  the  form  of  contract  entered  into  between 
the  company  and  policyholders,  to  whom  loans  are  made,  but 
subject  to  any  difference  that  inay  appear  on  the  forms  of  con- 
tract, will  you  kindly  state  when  the  company  entered  upon  that 
branch  of  business,  loaning  to  its  own  policyholders.  A.  That 
was  in  our  policy  of  1892. 

Q.  Subject  to  the  revision  of  the  law  which  permits  it.    A.  Yes. 

Q.  Now,  in  a  general  way,  what  is  the  character  of  the  contract 
which  you  enter  into  ?    A.  With  the  policyholder  about  a  loan  ? 

Q.  For  a  loan,  yes.  A.  It  is  provided  absolutely  in  the  contract 
itself  just  how  much  he  can  borrow  after  every  premium,  and  he 
takes  the  policy  under  the  law  and  hypothecates  it  just  as  any 
other  collateral,  and  makes  the  agreement  and  agrees  to  pay  5 
.per  cent,  and  the  policy  itself,  and  the  note  is  lodged  with  the 
company. 

Q.  And  in  the  event  of  his  failure  to  pay  the  note,  or  pay 
interest  on  the  note,  what  is  the  remedy  the  company  reserves 
to  itself?  A.  Say  the  loan  was  $200  and  the  reserve  was  $400, 
and  he  had  failed  to  pay  the  interest  on  the  note,  we  would  add 
up  the  interest  on  the  amount  he  owed  and  give  him  the  differ- 
ence between  the  surrender  value  and  what  he  has  borrowed, 
just  as  he  might  elect  under  the  contract  himself  to  take  paid-up 
insurance  or  cash.  It  is  determined  in  that  way;  various  ways 
of  determining  it.  Of  course,  there  was  no  forfeiture  of  any 
amount  of  money  because  he  failed  to  pay  the  interest  on  the 
note. 

Q.  You  figure  up,  in  other  words,  if  the  loan  is  not  paid,  or 
if  the  note  is  in  default,  the  then  value  of  the  policy.    A.  Yes. 

Q.  And  you  figure  up  what  is  due  on  the  note  and  you  figure 
up  the  surrender  value  of  the  policy  and  you  then  send  him  the 
check  for  the  difference?  A.  Yes,  we  give  him  the  cash  or  the 
difference  between  the  surrender  value  and  what  he  has  borrowed, 
plus  the  interest. 

Q.  ISTow,  of  course,  Mr.  McOall,  the  real  value  to  a  policy- 
holder, as  we  said  at  the  outset  of  this  inquiry  this  morning,  if 
his  life  is  impaired  is  very  much  greater  than  this  contract's  sur- 
render value.     Isn't  there  a  temptation  to  the  company  in  this 
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business  of  loaning  to  be  rather  astute  to  forfeit  the  policy  if 
they  discover  that  the  life  is  impaired?  A.  No,  Mr.  McKeen, 
we  have  nobody  on  the  rolls  or  elsewhere  reporting  to  us  about 
impaired  risks.  That  is  a  lost  art  in  life  insurance.  That  used 
to  prevail.  New  York  Life  to-day  would  scorn  to  send  anyone 
out  on  the  road  to  find  out  whether  its  risks  were  impaired  or 
not. 

Q.  I  didn't  mean  to  indicate  you  did  such  a  thing.  A.  It  used 
to  be  a  fact  with  companies  that  they  did  that  thing. 

Q.  I  think  I  remember  the  Globe  Mutual  did  it.  A.  Tliey  did 
it,  yes. 

Q.  My  question  is  not  intended  as  an  intimation  that  your  com- 
pany do  anything  of  the  kind.     A.  No. 

Q.  It  was  only  to  ask  whether  there  is  not  a  temptation  to  do 
it,  in  other  words,  whether  there  is  not  that  difference  between 
the  company  making  loans  on  its  own  policies  and  a  bank  making 
a  loan  —  in  other  words,  if  a  bank  makes  a  loan  on  an  insurance 
policy  and  it  discovers  that  the  life  is  impaired  and  that  the  man 
is  not  going  to  live,  the  value  of  the  security,  of  course,  is  greatly 
enhanced,  but  in  the  case  of  a  life  insurance  company  the  tp-mpta- 
tion  must  be,  if  they  honorably  can,  to  reduce  their  liabilities  in 
a  case  like  that,  is  it  not  ?    A.  No ;  we  make  no  such 

Q.  You  think  there  is  no  such  temptation  that  has  any  weight 
with  the  New  York  Life?  A.  No,  there  is  no  such  effort  made 
by  us  at  all. 

Q.  Well,  you  are  aware  that  a  great  many  conservative  insuf- 
ance  people  strongly  object  to  the  law  which  permits  companies 
to  loan  on  their  own  policies  ?  A.  Well,  I  have  never  heard  that 
before. 

Q.  Haven't  you?    A.  No,  sir. 

Q.  Don't  you  remember  Mr.  Jacob  Green  strenuously  opposed 
it  in  the  Milwaukee  Convention  and  gave  reasons  for  it  ?  A.  Op- 
posed loaning  on  policies  ? 

Q.  Yes.  A.  Yes,  he  did,  you  are  right  about  that,  Mr. 
McKeen,  but  I  thought  you  meant  in  addition  to  that  that  now- 
adays there  was  a  feeling  among  business  men  against  loaning  on 
policies. 

Q.  I  meant  there  was  a  feeling  among  conservative  insurance 
men  against  it.  A.  Well,  Mr.  Green  was  so  ultra-conservative 
that  I  think  he  would  oppose  anything  he  did  not  originate. 
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BY  ME.  TULLY: 

Q.  How  general  is  the  rale  of  making  loans  upon  policies- 
how  generally  is  it  observed?  A.  We  loan  up  in  the  millions, 
thirty-six  millions,  Senator. 

ME..  McKEEN:  I  was  about  to  suggest  if  the  company  has 
any  questions  to  put  that  I  am  about  through. 

BY  ME.  TULLY: 

Q.  I  didn't  mean  so  much  the  amount  your  company  has  loaned, 
but  how  general  is  the  practice  among  life  insurance  companies? 
A.  Oh,  they  have  been  forced  to  adopt  that  system,  most  of  them, 
as  a  rule.  I  may  say  in  addition  to  that  the  alternative  is  there, 
a  loan  or  surrender  value,  which  is  practically  the  same  thing, 
only  a  loan  continues  the  policy  in  force,  and  the  surrender  value 
surrenders  it. 

Q.  Will  you  give  the  difference  in  premiums  on  the  ordinary 
risk  policy  and  the  sub-standard  risk  ?  A.  There  is  no  difference 
in  premium.  Discrimination  is  not  made  on  premium.  I  do 
not  think  there  is  a  sub-standard  policy  where  there  is  a  higher 
charge.  It  is  there  a  lien  that  runs  over  in  .the  advancing  years 
of  the  insurance. 

Q.  What  is  the  lien?  A.  It  depends  entirely  on  how  bad  the 
risk  is. 

Q.  That  is  according  to  the  risk.  A.  Yes.  When  this  medi- 
oal  examination  is  shown  and  accepted,  then  a  calculation  is  made 
of  just  what  percentage  of  risk  that  man  is,  and  it  is  taken  accord- 
ing to  that  plan. 

BY  ME.  PEEl^TIOE: 

Q.  Mr.  McCall,  I  recollect  hearing  you  say  that  there  was  an 
extra  premium  charged  in  addition  to  the  regular  premium  upon 
these  sub-standard  risks.  Am  I  correct  in  that?  A.  The  actuary 
advises  me  that  in  European  countries  there  is  such  a  method 
as  that  because  of  the  peculiar  mortality  there. 

Q.  Can  you  give  me  any  idea  as  to  the  proportionate  amount 
of  that  extra  premium  to  the  regular  premium  ? 

ME.  McKEEK:  Mr.  McOall,  if  you  will  step  aside  for  a 
moment  I  think  we  will  ask  Mr.  Weeks  some  questions  now. 

THE  WITjSTESS.:  I  wish  you  would,  because  he  is  more 
familial-  with  that  subject  than  I. 
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RUFUS  WELLS  WEEKS,  called  as  a  witness,  and  being 
tiuly  sworn,  testified  as  follows: 

BY  MR.  McKEEN: 

Q.  Mr.  Weeks,  what  is  your  office  or  position  ?  A.  I  am  Chief 
Actuary  of  the  New  York  Life  and  one  of  the  vice-presidents. 

Q.  How  long  have  you  been  the  Actuary  ?     A.  Since  1885. 

Q.  Mr.  Weeks,  later  on  we  shall  have  a  good  many  questions, 
I  think,  to  ask  you,  somewhat  bearing  on  the  mathematical  proL- 
lems  of  life  insurance,  but  without  attempting  now  to  go  into 
that,  while  the  subject  is  up  I  want  to  ask  if  you  will  be  kind 
enough  to  explain  the  matter  of  the  very  large  increase  in  addi- 
tion to  surplus  that  I  asked  Mr.  McOall  about,  that  appearii' 
from  your  returns  to  the  Prussian  Govemmf-nt.  I  think  you 
recall  the  figures.  A.  That  is  due  t'  the  -^act  that  what  we  call 
these  interim  allotments,  and  the  final  allotment  when  the  sec- 
tion of  policies  comes  to  its  maturity,  are  two  different  calcula- 
tions, that  they  have  no  relation  to  each  other.  The  aggregate 
of  the  interim  allotments  must  correspond  to  the  surplus,  the  legal 
surplus  that  we  have  in  hand,  and  that  legal  surplus  is  neces- 
sarily reduced  from  what  it  would  naturally  be,  by  what  we  might 
call  the  deficit  of  the  new  business,  that  is,  when  we  issue  what- 
ever the  business  of  the  year  is,  the  acquisition  expenses  in  that 
business  are  such  that  there  is  not  any  money  left  to  be  put  into 
the  reserve,  and  the  State  requires  a  reserve  to  be  put  up  on  that 
new  business,  and  as  you  pointed  out  it  has  to  come  from  some- 
where, and  it  comes  from  what  would  be  the  surplus  on  this  run- 
ning sections  of  policies,  but  when  a  section  has  come  to  its  ma- 
turity, then  it  is  entitled  to  all  that  is  coming  to  it,  including  its 
share  of  these  advances. 

Q.  Then  you  do  not  attempt  each  year  to  determine  what  the 
addition  is  to  the  surplus  of  the  policy  as  it  runs  along  ?  A.  Of 
the  individual  policy  ? 

Q.  Yes.    A.  'No,  sir. 

Q.  You  wait  until  the  policy  is  approaching  the  period  of  its 
maturity  and  then  you  put  up  a  comprehensive  system  of  finding 
out  what  the  surplus  ought  to  be  as  the  result  of  the  whole  his- 
tory?   A.  Yes,  sir. 

Q.  And  it  is  then  you  make  the  calculation  ?    A.  Yes. 

Q.  And  it  accordingly  results  that  we  find  that  there  is  an 
amount  to  be  added  or  set  aside  as  surplus  enormously  in  ex- 
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cess  of  the  estimates  tHat  you  have  set  aside  during  the  ad  in- 
terim years  ?    A.  Necessarily  so ;  yes,  sir. 

Q.  I^ow,  1  find  in  the  amended  charter  which  the  New  York 
Life  adopted  under  the  revision  of  the  insurance  law  of  1892, 
the  charter  which  was  adopted  July  24,  1893,  among  other  things, 
this  provision  in  Article  VI,  Section  2 : 

"Distribution  of  surplus  earnings.'  The  officers  of  the  com- 
pany, within  sixty  days,  subsequent  to  the  1st  of  January  of 
each  year,  shall  cause  an  estimate  to  be  made  of  the  profits  and 
true  state  of  affairs  of  the  company,  as  near  as  may  be,  for  the 
preceding  year,  which  estimate  shall  be  conclusive  upon  all  per- 
sons entitled  to  a  share  of  the  distribution  of  surplus,  which  shall 
be  made  in  accordance  with  the  general  provisions  of  law,  either 
in  cash  or  in  reduction  of  premiums  or  in  reversionary  insurance, 
payable  to  the  policyholder  on  the  same  conditions  as  therein  ex- 
pressed." 

Q.  It  was  that  provision  which  led  me  to  ask  President  McOall 
why  you  had  not  adhered  to  it  in  practice.    A.  It  is  adhered  to. 

Q.  Then  you  think  there  is  nothing  in  that  which  compels  the 
ascertainment  each  year  of  the  surplus  earned,  whether  divided 
or  not  ?  A.  Certainly  not.  These  ad  interim  credits  have  nothing 
to  do  with  the  ascertainment  of  the  surplus  divisible. 

Q.  Well,  do  you  ascertain  the  real  surplus  each  year  ?  A.  We 
do,  the  real  surplus  divisible. 

■  Q.  In  what  sense  do  you  make  these  additions  to  surplus  which 
are  returned  to  the  German  Government  ?  A.  They  are  approxi- 
mate minimum  credits.  The  system  was  established,  in  the  first 
place,  simply  to  meet  a  requirement  of  the  Prussian  Government. 
We  had  always — at  least,  we  had  for  some  years — stated  what  we 
formerly  called  a  tontine  fund,  that  is,  a  fund  for  paying  divi- 
dends in  the  future,  and  the  Prussian  Government  required  that 
we  should  sub-divide  this  fund  according  to  these  sections  of 
policies,  that  is,  policies  that  were  issued  in  one  year  and  for  the 
same  period  would  be  considered  one  section  or  grouped  by  them- 
selves, and  the  Prussian  Government  required  we  should  say  that 
out  of  that  total  fund  so  much  belonged  to  each  of  these  groups. 
Therefore,  we  did  that,  but  there  was  nothing  in  our  law  that 
required  it,  and  nothing  in  our  own  by-laws  that  required  it. 

Q.  And,  of  course,  there  is  no  actual  setting  aside  in  the  com- 
pany any  distinct  fund  other  than  it  is  a  matter  of  bookkeeping 
entry?    A.  That  is  alL 
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Q.  The  assets  of  the  company  include  what  some  people  call 
the  surplus  and  is  all  kept  together  as  one  fund?    A.  Certainly. 

Q.  And  when  it  comes  to  a  matter  of  finding  out  what  any 
policy  is  entitled  to  you  mathematically  ascertain  it  by  computa- 
tion?   A.  Yes,  sir. 

Q.  l^ow,  without  going  extensively  into  matters  which,  as  I 
have  said,  we  would  perhaps  call  upon  you  to  explain  later,  we 
might  now  be  pardoned  for  asking  you  to  explain  a  little  more 
fully  the  methods  of  this  sub-average  insurance?    A.  Yes,  sir. 

Q.  Now,  it  has  been  explained  to  some  extent  that  your  method 
is  to  charge  a  loan  against  the  policy?  A.  What  is  called  a 
lien. 

Q.  A  lien  on  the  policy?  There  is  another  method  prevalent,  is 
there  not?    A.  Prevalent  in  English  companies  ordinarily. 

Q.  In  the  Equitable,  do  you  happen  to  know?  A.  Of  advanc- 
ing the  age?  ^ 

Q.  In  other  words,  the  practice  there  is  to  take  a  man  who 
can't  pass,  who  is  thirty  years  old,  and  the  company  says  it 
will  insure  him  if  he  will  consent  to  be  forty,  that  is  the  way? 
A.  Yes,  sir. 

Q.  Will  you  explain  further  what  the  method  is  of  charging  a 
lien  against  the  policy?  A.  Our  Medical  Board  have  tables  of 
impairments,  as  we  call  them.  That  is,  for  instance,  if  a  man  has 
had  both  his  parents  die  of  consumption  under  the  age  of  seventy, 
why,  that  is  a  certain  impairment  and  we  have  had  enough  cases 
of  that  kind  to  know  how  much  extra  mortality  that  involves,  so 
for  each  one  of  these  classes  —  there  are  several  hundreds  of  them 
—  we  have  a  certain  method  of  determining  the  value  of  the  risk. 
That  is,  we  take  a  normal  risk  at  100  per  cent.;  well,  we  might 
say,  then,  that  a  person,  both  of  whose  parents  died  under  seventy, 
was  150  per  cent.  And  then  at  the  rate  in  the  figures.  And 
that  would  mean  that  out  of  all  the  mass  of  insured  at  that  time 
one-half  as  many  would  die  each  year  as  out  of  the  normal  risks. 
So  you  see  the  principle  is  a  certain  schedule  of  the  values  of 
risks,  ratings,  we  call  them.  These  ratings  run  from  80  per  cent., 
where  there  is  an  extraordinarily  good  risk,  an  exceptional  fam- 
ily hi?tory  and  nothing  the  matter  with  the  man;  he  might  be 
rated  as  80  per  cent.,  and  those  ratings  may  run  up  to  250,  300 
or  500  per  cent.  'Now,  we  have  made  up  by  the  actuary  depart- 
ment a  table  of  liens  corresponding  to  those  ratings,  so  if  we  have 
a  man  of  forty  and  the  Medical  Board  says  his  rating  is  75  we  looik 
on  our  table  of  liens  and  see  exactly  what  lien  ought  to  be  imposed 
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on  that  man  for  tiie  character  of  policy  he  is  taking  so  that  he 
would  be  just  as  well  to  have  as  if  he  were  a  normal  risk  and 
had  a  normal  policy. 

Q.  These  tables,  you  say,  are  tables  your  Medical  Department 
has  prepared  from  your  own  experience?  A.  Not  entirely  from 
our  own  experience,  but  from  other  statistics  we  have  obtained. 

Q.  Do  you  think  there  are  statistics  enough  to  frame  any  rate 
of  premium  on  lives  of  that  kind  that  can  be  called  scientific?  A. 
Well,  the  proof  of  the  pudding  is  in  the  eating,  Mr.  McKeen.  Our 
pui"!ding  eats  all  right. 

Q.  You  have  made  a  great  deal  of  money  out  of  these  policies? 
A.  !N^o,  sir,  we  don't  make  any  money  out  of  the  business  at  all. 

Q.  Do  you  mean  the  deaths  have  increased?  A.  ISTo,  I  mean 
whatever  the  business  realizes  more  than  the  reserve  is  going 
to  be  paid  back  to  those  policyholders  as  their  periods  mature, 
and  from  present  indications  there  will  be  considerable  paid  to 
them. 

BY  ME.  TULLY: 

Q.  Is  such  an  impairment  table  in  general  use  among  all  com- 
panies? A.  I  believe  not.  It  is  original  with  us,""  as  far  as  I  know 
no  other  company  has  it. 

BY  ME.  McKEEN: 

Q.  Mr.  Weeks,  you  are  quite  aware  of  the  very  earnest  criti- 
cisms made  about  the  deferred  dividend  system?    A.  Yes,  sir. 

Q.  I  assume,  of  course  we  must  assume,  that  you  are  in  favor 
of  it  ?    A.  Yes,  I  am. 

Q.  Well,  will  you  very  briefly  say  why  you  think  that  is  a  bet- 
ter system  than  a  system  which  would  ascertain  the  surplus  or 
amount  in  excess  of  the  cost  of  insurance  each  year  and  credit 
it  each  year  to  the  policyholder  ?  A.  That  is  what  is  called  the 
annual  dividend  system. 

Q.  The  annua! dividend  system?  A.  Well,  the  deferred  divi- 
dend system  is  better  for  a  good  many  reasons. 

Q.  Will  you  kindly  state,  without  giving  us  too  long  an  essay 
on  the  subject,  briefly  what  the  arguments  for  it  are  ?  A.  It  is 
a  more  attractive  system;  the  agents  find  it  easier  to  insure  people 
on  the  deferred  dividend  system,  .therefore,  it  is  easier  to  make 
the  company  grow  larger.  You  can  insure  a  great  many  lives  on 
that  system  which  you  probably  could  not  touch  at  all  on  the 
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annual  dividend  system  through  the  appeal  to  the  commercial 
man's  natural  selfishness.  Then  after  you  have  got  them  insured 
it  is  easier  to  keep  them  insured  because  they  have  the  induce- 
ment ahead  of  them  of  the  surplus  to  come  if  they  continue,  which 
they  lose  if  they  don't  continue.  Those  are  the  two  business 
reasons  in  favor  of  the  system,  but  you  may  also  call  them 
philanthropic  reasons,  the  reasons  having  the  general  welfare  in 
consideration,  because  of  course  it  is  to  the  general  welfare  that 
all  men  of  the  country  whose  lives  have  a  protective  value  to  their 
family  should  be  insured,  and  any  insurance  that  will  bring  out 
a  certain  fraction  of  those  lives  is  of  course  of  benefit  and  ought 
to  be  encouraged  by  the  state. 

Q.  What  proportion  of  the  holders  of  deferred  dividend  poli- 
cies, roughly  speaking,  terminate  their  relations  with  the  com- 
pany at  the  expiration  of  the  period?  That  is,  take  their  divi- 
dends and  also  take  their  surrender  value  and  get  out  ?  A.  Well, 
of  course,  all  those  that  have  what  we  call  endowment  policies, 
maturing  at  that  time  have  to  do  so. 

Q.  Why  certainly.  A.  Those'  that  have  life  policies  ^ — that 
varies  with  different  years;  I  should  think  on  the  average  two- 
thirds.  That  is  subject  to  correction,  but  I  should  think  on  the 
average  two-thirds  take  their  entire  cash  value. 

Q.  Then  two-thirds  of  the  people  that  are  insured  on  this  plan 
have  really  only  given  to  their  widows  and  children  the  advan- 
tage of  insurance  during  the  period?  A.  During  the  period  of 
twenty  years. 

Q.  Nothing  is  laid  up  and  nothing  is  saved  up  for  the  benefit 
of  the  dependents  ?  A.  Well,  but  they  take  the  cash  value  of  the 
policy;  that  may  be  the  face  of  the  policy. 

Q.  Yes,  but  the  man  gets  it  himself  ?  A.  Yes,  the  man  gets  it 
himself,  but  it  is  to  be  presumed  he  will  re-invest  it. 

Q.  Do  you  think  that  is  a  fair  presumption?  A.  Yes,  sir;  I 
think  so. 

Q.  Wouldn't  he  be  liable  to  continue  it  if  he  was  generously 
inclined?    A.  Some  insure  again. 

Q.  You  said  one  of  the  benefits  was  that  this  appealed  to  the 
selfish  man,  and  is  it  not  one  of  the  principal  boasts  of  life  insur- 
ance that  is  a  beneficient  system  and  appeals  to  the  obligation 
on  the  part  of  man  to  provide  for  his  dependents?  A.  Yes.  You 
have  to  appeal  to  them  also  to  their  selfishness;  you  have  to  appeal 
to  all  kinds  of  motives  to  get  business.  You  must  appeal  to  sel- 
fishness as  well  as  to  moral  motives. 
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Q.  It  would  seem  that  the  appeal  to  selfishness  is  to  do  some- 
thing good?    A.  Well,  the  good  element  comes  in  incidentally. 

Q.  Why  should  the  company  pay  its  agents  higher  commissions 
for  writing  that  kind  of  policy  ?  A.  One  reason  is  because  they 
will  get  more  renewal  premiums  to  cover  the  first  commissions. 

Q.  Well,  don't  you  pay  them  absolutely  more,  don't  you  rather 
encourage  your  agents  to  get  that  kind  of  policy  rather  than  the 
ordinary  policy  ?  A.  We  pay  a  higher  commission — ^not  a  higher 
commission ;  we  pay  a  renewal,  one  renewal,  on  the  deferred  divi- 
dend business  which  we  do  not  on  the  annual  dividend  business, 
but  that  isn't  a  very  great  difference  and  it  is  not  any  more  than  is 
represented  by  the  extra  privilege  that  we  will  expect  these  future 
premiums,  which  really  we  must  count  on  in  order  to  pay-  this 
commission. 

BY  THE  CHAIRMAN: 

Q.  Mr.  Weeks,  why  is  it  you  pay  the  largest  commission  for 
the  business  you  say  is  the  easiest  gotten  ?  A.  I  don't  think  we 
pay  any  higher  -commissions  than  we  have  to  pay  to  keep"  the 
agents  at  work. 

Q.  Don't  you  pay  a  higher  commission  on  the  first  premium 
policies  than  you  do  on  other  policies?  A.  Yes — ^yet  as  I  say 
there  is  no  difference  in  the  first  commission,  there  is  a  slight 
difference  in  the  fact  that  the  agent  who  writes  an  annual  divi- 
dend policy  does  not  get  that  renewed  on  the  other 

Q.  Is  there  any  policy  on  which  you  pay  less  than  sixty  per  cent 
in  the  initial  premium  ?  A.  Yes,  we  pay  that  on  very  few  policies. 

Q.  But  what  are  the  general  clas.ses  of  policies  on  which  com-, 
missions  are  paid  and  what  are  the  rates  upon  those  classes?  A. 
Well,  I  am  subject  to  correction  in  this  because  I  am  not  familiar 
absolutely  with  the  commission  rates,  they  come  under  the  agencv 
department,  but  the  normal  commission  is  40  per  cent. 

Q.  Upon  what  class  is  it  40  per  cent  on  the  initial  premium  ? 
A.  On  ordinary  life  policies,  twenty  payment  life  policies  and 
twenty  year  endowment  policies,  but  we  pay  50  or  60  per  cent 
according  to  the  amount  of  insurance  that  the  man  writes,  as  I 
understand  it. 

I    Q.  I  am  talking  about  the  first  commission.     A.  Yes,  the  first 
commission. 

Q.  Do  you  mean  the  relative  proportion  of  the  first  premium 
that  is  given  to  the  agent  depends  upon  the  size  of  the  policy? 
A.  Upon  the  amount  of  business  he  does. 
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Q.  Entirely?     A.  Yes,  largely. 

Q.  Do  you  say,  Mr.  Weeks,  tliat  the  commission  is  not  greater 
to  an  agent  for  -writing  a  policy  in  which  there  is  a  deferred 
dividend  clause  or  provision  than  upon  an  ordinary  life  policy? 
A.  No,  the  first  year's  .commission  is  the  same,  but  the  agent 
who  writes  a  deferred  dividend  policy  has  a  clause  in  his  con- 
tract providing  for  another  commission  on  the  second  premium 
providing  he  writes  a  certain  amount  of  business.  I  do  not  re- 
member the  particulars,  but  he  has  a  certain  amount  on  the 
second  premium,  but  if  he  writes  an  annual  dividend  policy  he 
does  not  get  that. 

Q.  I  do  not  understand  yet,  since  you  say  that  the  deferred 
dividend  plan  is  the  easiest  kind  to  write,  why  you  should  offer 
the  greatest  inducement  to  the  agent  to  get  the  easiest  kind  of 
business  ?  A.  We  do  no  offer  him  any  greater  inducement  than 
we  have  to  to  get  that  business. 

Q.  But  you  still  say  it  is  the  easiest  business  to  get,  don't  you  ? 
A.  Yes,  but  I  do  not  see  the  point  exactly.  I  say  our  main  busi- 
ness almost  is  deferred  dividend  policies.  The  annual  dividand 
is  a  very  small  factor  in  our  business.  We  do  not  pay  agents 
any  more  than  we  must  pay  them  in  the  general  state  of  the 
market  to  get  them  to  do  our  work. 

Q.  Why  do  you  pay  them  the  most  for  getting  the  easiest 
business  than  they  get?  A.  I  do  not  see  that  the  point  comes  up 
at  all.  We  are  writing  deferred  dividend  business  and  paying 
as  little  commission  as  we  can,  and  we  also  have  the  annual 

Q.  But  you  pay  more  for  deferred  dividend  business  relatively 
than  for  that  which  is  not?  A.  Put  it  the  other  way.  Say  we 
pay  a  little  less  for  the  annual  dividend  business.  We  do  not 
want  the  annual  dividend  business. 

Q.  You  pay  less  for  the  annual  dividend  business  ?    A.  Yes. 

Q.  Then  you  pay  less  for  the  business  that  is  harder  to  get? 
A.  Yes. 

Q.  And  pay  more  for  the  business  that  is  easier  to  get?  A. 
Well,  you  can  put  it  that  way. 

Q.  Why  do  you  pay  more  for  the  business  that  is  easier  to  get  ? 
A.  We  do  not  compare  the  two  things  in  that  way. 

Q.  But  whether  you  do  compare  them  or  not,  what  reason 
is  there  for  it?  A.  There  is  no  reason,  there  is  no  connection  be- 
tween those  things. 

Q.  There  is  no  reason  that  you  can  give  then?  A.  There  is 
no  reason  that  I  can  give. 
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BY  ME.  EOGEKS: 

Q.  Ton  stated  that  you  do  not  want  the  annual  dividend  busi- 
ness. Why  not  ?  A.  Because  we  think  the  deferred  dividend  busi- 
ness is  a  better  kind  of  insurance. 

Q.  For  whom?    A.  For  every  body  concerned. 

Q.  T^Tiy  ?  A.  I  have  given  you  two  of  the  reasons.  Another 
reason  is  that  it  is  not  possible  for  a  company  to  do  a  large  new 
business  on  the  annual  dividend  business  system,  not  nearly  as 
large  as  it  can  on  the  deferred  dividend.  As  already  poin:ted  out, 
the  acquisition  expenses  are  so  great  that  you  have  not  got  the 
money  on  hand  to  even  put  up  your  reserve  at  the  end  of  the 
first  year  which  the  State  requires,  aind  that  being  so,  this  reserve 
on  the  new  business  must  necessarily  reduce  what  otherwise  would 
be  the  siirplus  of  the  company.  If  your  business  is  all  annual 
dividend  business  that  reduces  possible  annual  dividends  right 
away,  so  the  larger  new  business  you  do  the  smaller  dividends 
you  could  pay  if  it  was  annual  dividends,  but  if  it  was  a  deferred 
dividend,  the  large  new  business  does  not  need  to  affect  the  busi- 
ness at  all  because  your  account  can  be  so  kept  that  it  is  only 
the  original  expense  that  affects  the  final  dividends  of  that  year, 
and  it  is  not  affected  by  the  intermediate  year's  expenses. 

Q.  Then  the  overwhelming  desire  which  seems  to  actuate  the 
policy  of  the  company  is  the  desire  to  obtain  new  business  ?  A. 
Precisely,  that  is  what  we  are  in  the  world  for,  to  insure  lives. 

Q.  Is  it  not  a  fact,  IVIr.  Weeks,  that  the  companies  have  run 
mad,  if  I  may  use  the  expression,  in  the  race  for  new  business, 
so  that  the  interests  of  the  policyholders  who  are  already  in  the 
company  have  to  some  extent  been  lost  sight  of?  A.  'So,  sir; 
it  is  not  the  fact. 

Q.  Did  you  see  a  table  of  figures  that  was  published  yester- 
day, I  think,  or  the  day  before,  and  I  think  in  the  New  YorK 
World,  which  gave  certain  tabulations  with  reference  to  the  New 
York  Life,  showing  what  was  held  out  as  the  probable  returns 
upon  policies  through  policyholders  in  1890 — I  remember  one 
year — and  what  the  actual  realization  had  been,  which  were  all 
of  them  less  than  the  anticipations  given  to  policyholders  some 
years  ago.  Did  you  see  that  table?  A.  I  saw  there  was  such  a 
table.    I  did  not  examine  it  at  all. 

Q.  Was  it  not  of  sufficient  interest  to  you  to  examine  it  ?  A. 
No,  it  was  not. 
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Q.  It  was  very  interesting  to  me.  A.  Well,  I  would  be  very 
jlad 

Q.  I  would  be  very  glad  to  know  if  it  was  accurate,  and  if  not, 
vherein  it  was  inaccurate.     A.  I  will  look  it  up  and  see. 

Q.  It  is  rather  surprising  to  me  if  it  was  not  of  interest  to 
p-ou?  A.  You  would  not  have  time  to  do  your  business  if  you 
:ead  everything  in  the  papers  now. 

Q.  That  is  part  of  the  business  of  the  Committee  just  now,  and 
it  is  of  great  interest  to  the  public.    A.  I  will  look  it  up. 

BY  MR  TULLY: 

Q.  When  a  twenty-payment  policy  matures  do  you  sometimes 
insure  the  insured  at  the  same  premium  he  was  originally  insured 
at  for  the  sake  of  holding  him  ?    A.  No. 

Q.  Never  do  that  ?    A.  No. 

BY  ME.  HUGHES: 

Q.  Your  answer  has  suggested  some  questions  I  would  like 
information  upon.  I  understand  you  favor  the  deferred  dividends 
in  order  that  you  may  have  a  fund  to  draw  upon  to  meet  the  ex- 
penses of  obtaining  hew  business  ?  A.  I  did  not  say  that.  I  said 
I  favored  them  because  it  made  it  possible  to  do  a  large  new 
business  without  reducing  the  dividends  to  the  policyholders,  with- 
out hurting  the  old  policyholders. 

Q.  Then  do  I  understand  it  would  not  be  possible  to  do  a  large 
new  business  without  reducing  dividends  to  policyholders  if  you 
did  your  business  on  an  annual  dividend  basis?  A.  Yes,  sir,  it 
would  be  impossible. 

Q.  Do  you  recall  a  question  having  arisen  in  1903  between  the 
Paris  office  of  your  company  and  the  home  office  in  regard  to  the 
reasons  for  the  comparatively  small  increase  in  surplus  for  the 
prior  year  ?  -  A.  I  do  not  recall  that. 

Q.  (Handing  paper)  I  would  like  to  ask  you  if  that  is  a  copy 
of  the  letter  vsrritten  by  the  actuary  of  the  New  York  Life  Insur- 
ance Company  to  Vice-President  IngersoU  of  the  Paris  office? 
A.  Yes,  sir. 

ME.  HUGHES :  I  offer  that  in  evidence  and  will  read  it  upon 
the  record. 

(Paper  marked  Exhibit  237,  and  read  by  Mr.  Hughes.) 

Q.  Now  it  is  a  fact  as  stated  here,  is  it  not,  putting  on  the 
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books  as  much  new  business  as  was  written  in  the  years  1900  to 
1902  involved  the  borrowing,  as  it  is  put,  of  about  fourteen  mil- 
lion dollars  from  the  surplus  ?  A.  It  is  not  really  a  borrowing, 
it  is  in  a  theoretical  sense,  it  is  a  borrowing.  The  whole  trouble 
come  from  the  law  which  requires  us  to  put  up  a  reserve,  when 
really  there  does  not  any  reserve  exist. 

Q.  Yes,  but  as  a  matter  of  fact  you  do  take  from  the  accumula- 
tions which  you  have  on  hand  at  a  certain  time  in  order  to  pay  the 
expense  of  writing  new  business,  a  large  amount  of  money  ?  A. 
No,  I  should  not  put  it  that  way.  I  should  say  we  paid  the  ex- 
penses out  of  the  premiums  received,  but  we  took  from  the  money 
already  in  hand  the  necessary  money  to  put  up  the  reserve. 

Q.  Well,  divide  it  one  way  or  the  other.  A.  There  is  quite  a 
difference. 

Q.  To  comply  vidth  the  law  to  get  the  new  business?  A. 
Actually,  yes. 

Q.  To  pay  the  expense  of  getting  it,  you  found  it  necessary  to 
encroach  to  the  extent  mentioned  upon  your  accumulation  which 
you  call  siirplus  ?  A.  Yes,  that  happens  with  every  company  every 
time  they  write  a  new  policy. 

Q.  Is  there  a  point  at  which  there  is  a  disadvantage  to  old- 
policyholders  to  obtain  new  insurance,  is  there  any  such  point 
conceivable  ?  A.  Well,  yes,  if  you  paid  so  much  for  new  business 
that  it  forced — that  it  anticipated  more  than  the  value  of  the 
iillture  loading  there  was  going  to  be  on  that  same  new  business, 
then  it  would  be  a  damage  to  the  old  policy  holders. 

Q.  It  would  to  a  considerable  extent  depend  upon  the  expense 
,  incurred  in  getting  the  new  business  ?     A.  Entirely  so  I  should 
say. 

Q.  Mr.  McCall  called  attention  a  moment  ago  to  the  serious  re- 
sult of  extravagant  expenditures  in  connection  with  certain  com- 
panies some  years  ago.  You  still  recognize  the  fact  that  the 
amount  of  money  expended  in  getting  new  business  is  a  very 
serious  question,  don't  you?    A.  Yes. 

Q.  I  want  to  follow  that  along  and  see  just  to  what  extent  you 
do  encroach  if  at  all  upon  your  accumulation  in  getting. new  busi- 
ness under  your  present  rate  of  expense.    A.  Yes. 

Q.  As  that- subject  has  been  a  matter  referred  to  in  many  com- 
munications which  the  Committee  has  received.    A.  Yes. 

Q.  You  have  furnished  me  with  a  gain  and  loss  Exhibit  for  the 
year  ending  December  31,  1903,  and  you  state  that  the.  total  ex- 
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penses  chargeable  to  the  business  of  that  year  called  First  Year 
Business,  amounted  to  $10,Y8  5,575.    A.  Yes. 

Q.  That  is  right?    A.  Yes. 

Q.  Of  ■which  $6,564,180  was  for  commissions  paid  for  the 
business?    A.  Yes. 

Q.  And  $4,221,395  other  expenses  properly  applicable  to  the 
new  business  of  that  year?    A.  Yes. 

Q.  Now  the  amount  which  was  loaned  upon  the  premiums  re- 
ceived upon  that  new  business  for  that  year  amounted,  as  you 
have  stated  here,  to  $3,085,640?    A.  Yes. 

Q.  By  that  you  mean  that  the  new  business  of  that  year  in  tbe 
percentage  of  loading  contributed  to  the  expenses  of  that  year  the 
amount  stated?    A.  Yes. 

Q.  And  if  you  deduct  $3,085,640  just  received  from  the  total 
amount  of  expenses  chargeable  to  the  first  year's  business  of 
$10,785,575,  you  have  about  $7,700,000?    A.  Yes. 

Q.  Which  the  new  business  of  that  year  has  cost  over  and 
above  what  has  been  collected  out  of  its  premiums  for  the  purpose 
of  defraying  the  expenses  of  that  year?    A.  Yes. 

Q.  And  in  these  expenses  charged  against  the  business  of  the 
first  year  you  have  not  included  any  of  the  general  expenses  of 
management,  I  understand?    A.  I  think  not. 

Q.  Only  the  expenses  which  pertain  to  the  acquisition  of  the 
business?    A.  I  believe  so. 

Q.  Direct  expenses  in  payment  of  commissions  and  indirect 
expenses  in  connection  with  branch  ofiices  and  small  amounts? 
A.  Yes. 

Q.  That  sum  of  $7,700,000  which  went  to  agents  and  others 
for  writing  that  new  business  came  out  of  the  company's  general, 
accumulations,  did  it  not?  A.  I  woitld  rather  say  that  the  reserve 
we  had  to  put  up  came  out  of  the  accumulation.  I  think  the 
whole  ten  million  dollars  came  out  of  the  thirteen  million  dollars. 
Of  course  these  are  matters  of  theory  entirely. 

Q.  I  think  it  is  a  matter  of  practice.  A.  The  money  goes  into 
one' box  and  comes  out  of  the  same  box.  You  can  say  the  ten 
million  dollars  comes  out  of  new  money  or  out  of  old  money. 

Q.  The  concrete  situation  is  that  on  the  31st  day  of  December, 
1902,  you  have  a  certain  amount  of  money  secured  for  certain 
policy  holders?    A.  Yes. 

Q.  And  those  policy  holders  have  certain  rights  with  reference 
to  these  accumulations.  Now,  in  the  year  1903,  you  paid  to  get 
new  business  ten  million  dollars,  and  the  premiums  on  that  busi- 
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iiess  are  loaded  so  as  to  contribute  to  the  expenses  of  the  year 
something  over  three  million  dollars  and  you  have  $7,700,000 
which  out  of  your  box,  as  you  express  it,  has  Been  paid  to  get 
the  new  business.     That  is  right,  is  it  not?    A.  Yes. 

Q.  'Now,  I  understand  that  there  are  certain  advantages  in 
having  new  business.  For  example,  th«  mortality  rate  on  new 
and  specially  examined  risks  is  somewhat  lower,  is  it  not,  than 
it  is  on  the  average  risks  distributed  over  a  long  period  carried 
by  the  company?  A.  Yes,  but  I  do  not  consider  that  any  ad- 
vantage to  the  old  policyholders  because  under  the  deferred 
dividend  system  the  advantage  of  that  would  accrue  to  the  gener- 
ation of  policyholders  in  which  the  saving  happened. 

Q.  If  under  an  annual  dividend  system  you  would  consider  it 
of  some  advantage?  A.  No,  I  do  not  think  it  would  be.  It 
would  not  offset  the  cost  of  new  business. 

Q.  I  did  not  know  but  what  you  might  suggest  that  there  was 
a  gain  to  the  old  policyholders  in  having  paid  out  of  the  amount 
which  has  been  received  by  the  company  from  new  business  a  less 
payment  required  on  account  of  deaths  than  had  been  expected; 
in  other  words,  a  greater  saving  on  mortality  with  the  fresh 
risks  than  on  the  older  risks?  A.  I  do  not  think  that  is  any 
net  advantage. 

Q.  You  do  not  think  that  is  any  net  advantage?  A,  No,  not 
against  the  cost  of  the  business. 

Q.  Well,  then  there  may  be  an  advantage  with  regard  to  the 
lapsing  of  new  business  by  reason  of  less  being  paid  upon  sur- 
render values  than  had  been  calculated  perhaps.  Is  that  so? 
A.  That  would  not  accrue  to  the  old  policyholder  under  the 
third  dividend  system,  it  would  accrue  to  the  generation  under 
which  it  happened. 

Q.  So  you  would  not  say  there  was  any  advantage  to  the  com- 
pany in  that  at  all?  A.  You  are  speaking  of  the  old  policy- 
holders? 

Q.  Yes,  of  the  holders  that  exist  at  a  particular  time  ?  A.  No, 
I  do  not  think  it  would. 

Q.  May  I  take  one  more  year  to  see  that  there  is  any  average 
to  be  pointed  out .  A.  Let  me  say  there  is  one  normal  ad- 
vantage to  the  policyholders  in  a  large  new  business,  and  that 
is  a  decrease  in  the  average  percentage  of  general  fixe^  charges. 
There  are  some  things  that  are  not  increased  in  proportion.  Soirie 
expense  are  not  increased  in  proportion  to  the  volume  of  in- 
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surance  m  force,  and  those  expenses  ought  to  be  decreased  pro- 
portionately to  the  premiums  as  you  get  a  larger  business.  For 
instance,  you  do  not  have  to  pay  quite  as  high  a  rent  if  you  have 
a  thousand  million  dollars  in  force  as  if  you  onlj^  had  five  hundred 
million  dollars  in  force. 

Q.  But  these  old  policyholders  have  level  premiums?    A.  Yes. 

Q.  And  are  paying  a  certain  amount  right  along?     A.  Yes. 

Q.  And  the  policyholders  on  your  books  to-day  are  going  to 
pay  a  certain  amount  whether  you  write  any  new  business  or  not? 
A.  Yes. 

Q.  And  your  total  expenses  in  1904  were  $19,543,000  and  of 
that  expense  of  writing  the  new  business  of  the  year  1904,  that 
is  the  direct  expense  in  commissions  and  other  expenses  apart 
from  the  general  expenses  of  management,  amounted  to  eleven 
million  dollars  ?     A.  Yes. 

Q.  In  other  words,  the  expenses  of  your  company,  apart  from 
the  expense  directly  attributable  to  new  business  in  1904,  was 
only  about  eight  million,  dollars?     A.  Yes. 

Q.  And  you  had  a  loading  upon  all  the  premiums,  including 
the  first  year's  business,  of  an  amount  practically  the  same  as 
the  total  amount  of  expenses?     A.  Yes. 

Q.  Of  nineteen  million  dollars?     A.  Yes. 

Q.  If  you  had  had  no  new  business  written  at  all  the  load- 
ing upon  the  premiums  of  the  old  policyholders  would  have  pro- 
vided a  large  fund  in  excess  of  all  expenses  ?     A.  Yes. 

Q.  And  that  is  one  of  the  gains  which  go  to  the  old  policy- 
holders where  there  is  a  loading  in  excess  of  expenses?  A.  And 
it  goes  to  them  just  the  same. 

Q.  I  understand  it  "goes  to  them  just  the  same,  but  the  point 
is  when  you  speak  of  distribution  of  exp'enses  among  the  larger 
number,  the  man  who  is  in  and  has  to  pay  his  premium  will  have 
to  pay  it,  and  the  question  really  that  concerns  him  is  how  much 
of  the  money  thus  paid  into  the  company  is  going  to  be  used 
for  expenses?  A.  I  do  not  think  you  get  the  point.  The  man 
that  is  already  in,  if  by  putting  in  another  man  he  will  have  to 
pay  a  little  less  for  rent,  it  is  to  his  advantage. 

Q.  Let  us  see,  the  actual  result  of  the  getting  the  men  in  1903 
•was  taking  out  of  the  box  in  payment  of  commissions  and  ex- 
pense directly  applicable  to  getting  the  new  men,  $7,700,000,  and 
then  you  say  you  took  that  out  of  the  box  and  later  on  as  other 
men  came  in  ^t  a  cost  of  $7,000,000  in  addition  to  what  they  pay, 
36 
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that  -will  later  make  it  good.-  In  other  words,  we  will  pay  this 
year  $7,000,000  to  get  new  business  over  and  above  Avhat  the  new 
business  contributes  to  expenses,  and  then  the  bills  we  pay  M'e 
will  get  even  later  on  by  having  new  men  come  in  ?  A.  Oh,  the 
men  themselves  get  even. 

Q.  I  mean  as  these  new  men  come  in?  A.  It  is  not  at  all 
necessary  that  new  men  come  in.  The  whole  scheme  could  stop 
any  moment. 

Q.  Why  is  that?  A.  Because  the  loading  upon  a  premium 
upon  the  first  year  is  a  good  deal  more  than  the  expenses  after 
the  first  year. 

Q.  And  if  you  stop  writing  new  business  to-day  your  expenses 
would  instead  of  being  $19,000,000  a  year  be  in  the  neighborhood 
of  $8,000,000  ?    A.  You  say  that,  yes. 

Q.  And  your  loaning  upon  the  premiums  of  about  $8,000,000 
to  provide  for  new  business  would  still  be  between  $19,000,000 
and  $20,000,000  ?     A.  Yes,  sir. 

Q.  And  the  difference  between  eight  million  dollars,  which 
would  be  the  expenses  in  that  case  and  nineteen  million  dollars  or 
twenty  million  dollars  which  you  would  get  in  through  the  con- 
tributions to  loading  would  be  applicable  to  the  payment  of  divi- 
dends ?  A.  IsTot  any,  more  than  if  we  had  new  business.  It  is 
only  apparent. 

Q.  In  other  words  to  make  up  this  apparent  loss  as  you  would 
have  it  at  the  first  you  have  got  to  keep  writing  new  business  ?  A. 
No,  sir.  The  dividends  upon  renewal  premiums  of  the  new  b\isi- 
ness  make  it  up  themselves  in  about  three  years,  so  you  see  if 
we  got  a  loading  of  23  per  cent  of  the  premium  after  the  first  year 
and  only  paid  expenses  of  eight  per  cent,  we  have  fifteen  per  cent 
margin  there  to  make  up  for  the  original  outlay. 

Q.  Yes,  but  we  have  to  stop  some  time  in  order  to  see  what  the 
effect  of  the  continuance  of  these  expenses  in  getting  new  business 
might  be.  We  have  to  take  a  date  to  stop.  ISTow,  then,  as  we  find 
to-day  if  you  stop  taking  in  new  business  you  would  decrease 
your  expenses  from  about  nineteen  million  dollars  to  about  eleven 
million  dollars,  and  you  would  have  received  through  the  loading 
upon  the  present  premiums  without  vrriting  any  new  business  in 
the  neighborhood  of  nineteen  million  dollars,  and  you  would  have" 
the  difference  available  for  dividends  ?    A.  Yes. 

Q.  itTow,  you  say  it  is  important,  or  rather  if  you  go  on  writing 
new  business,  that  it  Avill  amount  to  the  same  thing  in  the  end? 
A.  Precisely. 
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Q.  But  suppose  you  do  not  go  on  writing  new  business  and 
stop  now,  to  test  it,  we  find  that  the  fact  is  that  the  expense  of 
getting  new  business  comes,  out  of  accumulations  which  otherwise 
would  be  distributable  in  dividends  ?    A.  ISTo,  sir. 

Q.  Why  not?  A.  Eecause  the  dividend  is  precisely  the  same 
at  the  end  of  the  time,  ten  or  fifteen  or  twenty  years,  whether 
there  is  new  business  or  not. 

Q.  And  that  is  where  the  deferred  dividend  comes  in?  A. 
Yes,  sir. 

Q.  That  you  can  make  these  arrangements  without  allotting 
any  particular  dividend  to  special  policies,  that  you  can  wait  until 
you  get  to  the  end  of  a  period,  and  then  you  can  figure  up  what 
you  think  would  be  equitable  and  allot  it  to  the  group  of  policies 
then  expiring  ?     A.  Yes. 

Q.  And  in  the  meantime  you  keep  the  whole  thing  in  the  air 
as  to  what  the  policy  holders  are  entitled  to,  and  the  new  policy, 
holders  that  are  coming  in  are  coming  in  at  an  expense  far  in 
excess  of  what  they  contribute  to  the  expenses  of  the  company  ? 

A.  Well,   theoretically That   is  simply  because  the   State 

requires  a  reser\'e  which  is  a  fiction  at  the  end  of  the  first  year. 

Q.  Of  course,  if  you  have  a  new  company  starting,  the  advan- 
tage of  distributing  your  risk  over  a  large  number  would  of 
course  be  quite  obvious  and  the  advantage  of  getting  new  business 
until  you  had  a  large  number  of  policy  holders  and  could  count 
on  maintaining  various  averages  would  be  very  important  I 
A.  Yes. 

Q.  ]N"ow,  the  question  which  arises  in  my  mind  is  whether 
that  exists  to  the  same  extent  where  you  have  a  company  witb 
nearly  two  millions  of  insurance  outstanding  ?  Then  you  have  a 
wide  area  over  which  to  distribute  your  risks,  have  you  not?  A. 
Yes,  sir. 

Q.  And  then  the  question  becomes  a  very  important  one  as  to 
how  much  the  policy  holders  who  constitute  that  company  can 
afford  to  pay  to  get  a  new  bvTsiness,  and  at  what  point  it  be- 
comes a  loss  to  them.  Now,  you  appreciate  that?  A.  Yes,  but 
it  is  not  anywhere  near  a  losing  point  in  any  company's  business 
to  the  old  policy  holders. 

Q.  Where  are  the  accumulations  found  that  will  be  available 
for  distribution  at  the  end  of  a  period  among  say  a  group  whose 
policies  mature,  is  it  in  the  surplus  ?  A.  It  must  certainly  be  in 
the  surplus. 
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THE  CHAIEMA:NT:    Can  we  stop  here? 

MR.  HUGHES :    Can  I  ask  one  more  question  ? 

THE  CHAIRMAN:    Yes. 

Q.  So  that  if  in  a  given  year  you  do  not  increase  your  surplus 
for  any  reason  without  criticism  at  all  upon  the  company — but 
if  for  any  reason  the  surplus  is  not  increased  there  is  nothing 
made  that  year  which  can  go  to  feed  this  fund  which  will  ulti- 
mately be  distributed  ?     A.  This  interim  fund  you  mean  ? 

Q.  Well,  any  fund.  You  have  not  got  it  there,  if  you  have  not 
added  to  your  surplus  ?     A.  Yes,  that  is  right. 

Q.  There  is  nothing  there  that  the  policyholders  can  receive 
by  way  of  dividends  over  the  amount  which  is-  put  aside  as  divi- 
dends ?  A.  It  would  not  follow  if  there  be  anything  earned  that 
year  by  the  groups  which  are  not  maturing. 

Q.  I  understand  that,  but  I  say  suppose -you  have  forty  million 
dollars  surplus  to-day  and  a  year  from  to-day  your  surplus  is 
forty  million  dollars  exactly,  and  you  have  had  no  profits  in  the 
meantime,  there  is  nothing  made  with  which  to  feed  the  fund 
which  will  go  to  feed  this  accumulation. which  will  ultimately  bo 
distributed?  A.  Of  course,  you  are  ig-noring  whether  we  have 
paid  any  dividends  during  the  year.  Of  course,  that  will  reduce 
the  surplus. 

Q.  I  am  ignoring  that.  A.  Then  there  would  be  nothing  to 
feed  this  ad  interim  fund. 

Q.  Or  any  fund  ?  A.  There  might  be  something  to  go  to  that 
as  a  part  of  the  dividends  payable  to  the  ^jolicies  maturing. 

Q.  What  Would  it  come  out  of?  A.  Out  of  their  own  pre- 
miums. 

Q.  You  mean  out  of  the  reserve  ?  A.  'No,  I  mean  out  of  the 
premiums  they  pay  themselves. 

Q.  You  get  in  a  certain  amount  of  money,  you  have  certain 
expenses.  Now,  then,  you  have  certain  liabilities  which  under 
the  law  you  must  maintain?     A.  Yes,  sir. 

Q.  As  representing  your  obligations  under  your  policies.  Now, 
what  you  get  in  by  gains  in  various  ways  constitute  your  surplus  ? 
A.  Yes. 

Q.  That  is  gains  in  mortality,  gains  in  your  loading  for  ex- 
pense, gains  in  your  investment  in  assets,  whatever  way  you  gain 
money  over  the  theoretical  amount  which  has  been  established  to 
meet  your  obligations  constitute  your  surplus?     A.  Yes. 
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Q.  And  wliatever  is  going  to  the  policyliolder  by  way  of  divi- 
dend or  otlierwise  has  got  to  come  out  of  that,  has  it  not?  A. 
Yes. 

Q.  And  when  in  a  given  year  you  do  not  feed  that  fund  there 
is  nothing  that  year  at  least  made  for  the  policyholder?  A.  Not 
for  any  group  of  policyholders  you  mean?  There  might  be  for 
one  group. 

Q.  You  mean  who  have  been  paid  off?  A.  Who  are  to  ba  paid 
off,  yes. 

Q.  And  come  within  your  obligations  discharged  ?    A.  Yes. 

Q.  I  mean  for  the  continuing  policyholders?  A.  No,  there 
is  nothing. 

THE  CHAIRMAN:  We  will  take  a  recess  until  2.15  P.  M. 


AFTER  RECESS. 

MR.  WF^EKS,  resumes  the  stand. 
BY  MR.  HUGHES: 

Q.  We  were  speaking  before  recess  of  the  accumulations  de- 
nominated surplus.  Now,  I  find  that  dividends  to  policyholders 
as  stated  in  the  insurance  year  book  for  1903  were  $5,339,292; 
in  1904  $5,899,481,  an  increase  of  about  $660,000;  that  the  re- 
ceipts of  the  company  in  1903  were  $73,382,174  and  in  1904 
$80,556,577,  an  increase  of  about  seven  million.  That  the  ex- 
penses in  1903  were  $18,279,212,  and  1904  $19,543,146,  an  in- 
crease of  about  $1,250,000.  Can  you  explain  why  tlie  dividends 
should  have  shown  such  a  small  increase?  A.  I  do  not  know 
why  they  should  be  expected  to  show  any  larger  increase'. 

Q.  Well,  without  characterizing  them,  why  is  it  that  with  the  in- 
crease in  receipts  with  the  comparison  of  expenses  Avhich  I  have 
stated,  that  the  dividends  should  have  increased  at  the  sum  that 
they  did  increase  at?  A.  Because  the  main  part  of  the  divi- 
dends were  deferred  dividends  paid  to  policies  issued  fifteen  or 
twenty  years  ago  and  the  question  of  volume  of  dividends  one 
year  with  another  would  really  be  with  the  conclusion  of  those 
two  policies,  that  is  the  fifteen  years  issued  in  1888  as  compared 
with  the  fifteen  years  issued  in  1889  and  the  twenty  years  issued 
in  1883  compared  Avith  the  twenty  years  issued  in  1884.     They 
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would  have  nothing  to  do  with  the  current  year's  expenses  or 
income. 

Q.  Have  you  any  formula  for  determining  how  the  surplus 
should  be  distributed?    A.  Yes. 

Q.  Have  you  an  exact  formula  that  you  follow  each  year  ? 
A.  Yes. 

Q.  Do  you  always  make  the  distribution  in  the  same  manner 
and  upon  the  same  terms?  A.  No,  I  would  not  say  we  always 
have. 

Q.  How  do  you  vary  it?  A.  You  refer  now  to  the  annual 
dividends  or  the  first  dividends  ? 

Q.  The  iirst  dividend  and  distribution  at  the  end  of  periods 
in  the  manner  you  have  stated.  A.  There  has  been  no  substan- 
tial change  in  the  manner  of  the  deferred  dividends. 

Q.  Just  explain  what  your  method  is,  please  ?  A.  The  method 
is  to  take  a  twenty-year  period,  for  example,  which  is  in  its  nine- 
teenth year,  to  go  back  and  take  the  history  of  the  whole  twenty 
years,  taking  the  average  rate  of  interest  earned  in  that  time, 
the  company's  mortality  experience  from  ytar  to  year,  general 
mortality,  and  the  expenses  which  it  actually  cost  to  get  that  busi- 
ness at  the  beginning,  and  the  average  renewal  expenses  since, 
and  then  to  find  out  what  the  share  of  each  kind  of  a  policy  and 
the  age  of  issue  would  be,  making  up  a  model  account.  For 
instance,  take  an  ordinary  life  policy. 

THE  CHAIRMAN:  Speak  a  little  louder,  please. 

THE  "WITISTESS:  And  then  after  finding  these  ratios  that  rep- 
resent the  history  of  the  twenty  years,  we  take  a  certain  age,  for 
instance  we  take,  every  fifth  year,  25,  30,  35,  40  and  so  on,  of 
issue,  and  each  kind  of  policy  separately,  20-year  payments,  ordi- 
nary life,.  20-year  endowments,  take  one  of  these,  for  instance, 
40-year  ordinary  life.  We  will  assume  10,000  policies  were  issued 
twenty  years  ago.  We  know  what  the  ordinary  rate  of  mortality 
would  be  on  those  and  the  general  discontinuance  rate,  that  is, 
so  many  per  hundred  would  lapse  each  year,  and  we  make  up  a 
model  account  representing  the  history  of  a  group  of  policies, 
income  and  disbursements,  premiums  received,  so  many  each  year, 
expenses  so  much,  death  losses  and  surrender  values  paid  so  much. 
There  you  would  have  on  one  side  the  income  and  the  other  the 
disbursements  for  this  imaginary  account,  and  at  the  end  vou 
would  have  a  certain  araoimt  as  the  fund  on  hand  of  excess  over 
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all  disbursements,  so  much,  and  there  would  be  so  many  policies 
left  out  of  the  10,000  to  start  with  —  of  course,  this  is  a  supposi- 
tion —  and  then  you  divide  the  total  fund  by  the  amount  of 
policies  left,  and  you  have  your  standard  cash  value,  as  we  call  it. 

Q.  Have  you  the  actual  calculations  which  you  made  at  the 
end  of  1904  to  determine  what  should  be  appropriated  for  pol- 
icies then  maturing?    A.  Yes,  sir. 

Q.  And  have  you  your  actual  calculations  for  1903  and  1902  ? 
A.  Yes. 

Q.  "We  would  be  glad  to  have  you  produce  those,  if  you  will. 
A.  Those  three  years. 

Q.  Is  there  any  consultation  among  actuaries  of  various 
companies  to  determine  the  manner  in  which  the  surplus  shall  be 
distributed  at  the  end  of  the  year?  A.  I  was  never  present  at 
any  such  consultation. 

Q.  Have  you  ever  made  any  inquiries  of  any  actuary  as  to 
what  another  company  was  going  to  do  before  making  any  distri- 
bution yourself  or  calculating  it?  A.  I  don't  remember  making 
any  such  inquiries. 

Q.  Did  you  have  an  interview  with  Mr.  Van  Sise  of  the  Equi- 
table in  regard  to  that  ?  A.  I  remember  talking  to  him  as  to  his 
probable  dividends  for  next  year,  but  I  don't  remember  whether 
it  was  in  connection  with 

Q.  When  was  that?    A.  I  don't  think  I  could  tell  now. 

Q.  Was  it  within  a  recent  period  ?  A.  I  should  think  it  was 
within  two  or  three  years,  I  should  say. 

Q.  Was  it  last  fall  ?    A.  I  could  not  say,  but  I  do  not  think  so. 

Q.  Did  you  make  any  remark  to  him  that  you  would  like  to 
know  what  dividends  the  Equitable  were  going  to  declare  or  ap- 
portion?   A.  I  don't  remember  it. 

Q.  Did  you  make  any  remark  to  him  with  reference  to  the  de- 
sirability of  having  the  companies  make  substantially  the  same 
showing?    A.  I  don't  recall  that  either. 

Q.  Will  you  say  that  did  not  take  place  ?    A.  No,  I  will  not. 

Q.  I  notice  that  the  surplus  at  the  end  of  1904  was  stated  in 
the  insurance  year  book  of  your  company  to  be  $47,528,140,  and 
at  the  end  of  1901  $49,262,118  showing  that  the  surplus  at  the 
end  of  1904  was  about  $1,700,000  less  than  it  was  at  the  end  of 
1901.  Can  you  explain  that  ?  A.  That  is  partly  due  to  our  not 
counting  the  market  value  of  bonds  over  book  value.  At  the 
earlier  date  we  used  tp  count  into  our  assets  the  market  value  of 
our  bonds. 
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Q.  When  did  you  cease  to  do  that?  A.  I  think  December, 
1903.    I  may  be  wrong.    It  may  be  1902  but  I  think  1903. 

Q.  Well,  I  find  that  the  surplus  at  the  end  of  1903  was  $47,- 
105,047,  or  $2,100,000  less  than  at  the  end  of  1901.  Can  you  ex- 
plain that  ?  A.  I  suppose  that  must  have  happened  at  that  time. 
That  is,  the  marking  down  of  the  bonds  to  their  book  value  must 
have  happened  at  that  time. 

Q.  And  that  accounted  for  about  $883,000  as  shown  by  the  let- 
ter that  has  been  introduced  in  evidence?  A.  No,  I  mean  later 
than  that  letter.  It  must  have  been  at  the  end  of  1903  that  we 
marked  over  the  entire  book  value  over  market  value. 

Q.  This  letter  refers  to  $828,887,  a  decrease  in  market  value 
of  bonds  over  book  value  in  1902  as  compared  with  1901  which 
came  out  of  the  surplus  earned  during  1902  ?    A.  Well 

Q.  Was  there  a  further  decrease  owing  to  the  same  cause  in 
1903  ?    A.  Well,  in  1903  we  marked  off  that  whole  $6,600,000. 

Q.  The  whole  amount?    A.  Yes. 

Q.  I  see.  Well  can  you  explain  why  you  marked  off  $828,000 
in  1902  and  $6,000,000  in  1903  ?    A.  Yes. 

Q.  Why  was  it  divided?  A.  Well,  what  happened  in  1902  was 
that  the  actual  market  values  decreased  by  that  $800,000,  that  is 
we  counted  our  bonds  at  market  value  botK  times,  December, 
1901,  and  December,  1902,  and  the  actual  market  showed  a  loss 
of  $828,000.    That  is  a  nominal  loss  of  course. 

Q.  Then  what  exact  amoimt  was  taken  out  of  the  surplus  ac- 
count at  the  end  of  1903  ?  A.  At  the  end  of  1903  we  valued  our 
bonds  at  the  book  value. 

Q.  What  amount  was  that  which  was  then  taken  from  the  sur- 
plus which  otherwise  would  have  been  shown?  A.  Well,  it  was 
whatever  amount  the  actual  excess  of  market  value  over  book 
values  was  at  the  end  of  1903. 

Q.  Well,  do  you  know  what  that  was  ?  A.  I  don't  know  now. 
It  is  easy  to  toll. 

Q.  Can  you  approximate  it? 

PEESIDENT  McCALL:    About  two  million  dollars. 
Q.  Yes,  I  had  heard  it  was  about  two  million  dollars. 
THE  WITNESS:    It  was  more  than  that,  was  it  not? 
PEESIDENT  McCALL:    No,  it  was  about  two  million  dollars. 


'I'entuiioinj  of  liufus  Wells  Y/eeks.  11-i'J 

Q.  Well,  at  end  of  1903  if  jou  had  not  marked  off  the  excess  of 
market  value  over  book  value  the  surplus  would  have  been  about 
two  million  dollars  more  than  is  reported  or  stated  here  ?    A.  Yes. 

Q.  In  that  case  it  would  appear  to  be,  instead  of  $47,105,047 
about  $49,105,047  ?    A.  Yes. 

Q.  But  the  surplus  at  the  end  of  1901  was  $49,262,118,  which 
would  still  be  a  little  larger  than  the  surplus  at  the  end  of  1903. 
Can  you  explain  that?  A.  There  is  $4,600,000  left  out  of  that 
$6,600,000,  which  was  in  the  assets  at  the  end  of  1902.  There 
was  a  market  value  loss  of  $4,600,000,  that  is  supposing  the 
figures  are  really  two  million  dollars,  so  that  the  entire  loss  on 
■bonds  for  1903  was  $6,600,000.     That  is  the  book  loss. 

Q.  Tbe  book  loss  and  the  actual  loss  in  value  about  $4,000,000? 
A.  Yes. 

Q.  And  by  the  removal  from  the  account  about  $6,000,000  less 
in  the  statement  of  surplus?     A.  Yes. 

Q.  Having  marked  off  the  excess  of  market  value  over  book 
value  at  the  end  of  1903  in  computing  your  surplus  for  1904  you 
computed  it  without  any  reference  to  the  increase  or  decrease  in 
the  market  value  of  securities  as  compared  with  book  value? 
A.  Yes. 

Q.  That  would  be  a  surplus  then  gained  for  1904  from  an  ad- 
vantage in  the  actual  mortality  over  expected  mortality  and  from 
lapses  and  other  normal  insurance  sources?     A.  And  interest. 

Q.  And  interest?     A.  Y'"es. 

Q.  And  that  entire  increase  in  surplus  for  1904  wag  appai-ently 
only  $423,000?  'A.  You  have  to  add  to  that  the  dividend  we 
paid. 

Q.  Yes,  but  that  was  for  the  maturing,  as  I  understand,  of  the 
policies  maturing  in  1904?  A.  Well,  it  came  out  of  the  $47,000,- 
000  at  the  beginning  of  the  year. 

Q.  It  came  out  of  what  you  had  at  the  beginning  of  the  year, 
and  it  left  your  surplus,  after-meeting  those  obligations,  $423,000 
larger  than  it  had  been  for  the  year  1903?  A.  Therefore,  if  you 
want  to  know  the  net  surplus  earned  for  1904  you  have  to  add  to 
that  the  amount  of  dividends  we  paid  during  1904? 

Q.  Yes,  but  the  amount  of  dividends  you  paid  during  1904  was 
the  amount  you  were  liable  for  under  your  contract,  was  it  not? 
A.  It  was  part  of  the  $47,000,000.  You  must  subtract  that  and 
then  subtract  it  from  the  $49,000,000. 

Q.  Yes,  but  the  amount  which  was  accumulated  for  (he  benefit 
of  the  policyholders  whose  contracts  did  not  mature  in  1904  was 
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exclusive  of  whatever  gain  there  may  have  been  in  market  value 
over  book  value  $423,000?  A.  No.  I  think  it  was  about  $6,000,- 
000,  because  the  $47,000,000  did  not  belong  to  the  policies  which 
did  not  mature  in  1904.  Some  $6,000,000  belonged  to  policies 
maturing  in  1904.  Those  you  must  first  subtract,  then  you  have 
$41,000,000  applying  to  those  which  were  not  to  mature,  and  then 
you  have  $49,000,000  which  they  still  had  at  the  end  of  the  year. 

Q.  The  policyholders  whose  policies  were  not  to  mature  in  the 
accumulation  to  which  they  were  entitled  had  a  gaiu  of  $423,000  ? 
A.  No,  a  gain  of  about  $6,500,000  as  near  as  I  can  figure  it. 

Q.  Your  point  is  that  of  the  $47,000,000  at  the  beginning  of 
the  year  1904  some  $6,000,000  belonged  to  policy  holders  whose 
policies  were  maturing  in  that  year?     A.  Yes. 

Q.  And  that  in  the  year  1904  you  made  enough  to  pay  that 
$6,000,000  and  accumulated  $423,000  besides?  A.  You  must 
understand  that  that  is  more  than  actually  came  out  of  the 
$47,000,000.  It  was  part  of  the  $47,000,000,  therefore  there  was 
$41,000,000  left  at  the  end  of  the  year  which  belonged  to  the 
policy  holders  who  did  not  mature  in  1904.  At  the  end  there  was 
$49,000,000  belonging  to  the  same  policies. 

Q.  Except  that  $6,000,000'  belonged  to  the  policy  holders  whose 
policies  were  to  mature  in  1905?  A.  Yes,  but  it  was  a  part  of  the 
$41,000,000. 

Q.  You  always  have  that  amount,  I  suppose,  in  the  neighbor- 
hood of  $6,000,000  which  will  mature  in  a  given  year?     A.  Yes. 

Q.  But  the  net  increase  in  the  accumulation  after  allowing  for 
the  payments  of  the  contracts  that  mature  in  a  particular  year  was 
$423,000?     A.  Yes,  after  allowing  for  the  payments. 

Q.  Yes.  Of  course,  when  we  speak  of  a  gain  in  surplus  at  the 
end  of  the  year  you  mean  to  consider  a  gain  wliich  exists  after 
you  have  paid  the  obligations  of  the  year,  a  net  gain  in  other 
words?  A.  No,  that  is  not  right,  because  whatever  part  of 
your  surplus  you  have  declared  as  dividends  really  is  not  a  part 
of  the  surplus.  It  ought  to  be  taken  out  at  once,  and  it  in  our 
statement.    That  is  not  our  statement  of  surplus. 

Q.  Is  not  that  your  statement  ?  A.  No,  we  did  not  state  any 
surplus  at  all. 

Q.  What  do  you  do  ?  A.  "We  state  what  we  owe  in  dividends 
for  the  next  year,  what  has  been  declared,  and  then  what  we  have 
set  aside  for  dividends  in  future  years. 

Q.  And  what  do  yoii  call  the  balance  that  remains?  A.  Ee- 
Ferve  to  provide  for  other  contingencies. 
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Q.  Is  that  a  designation  of  a  reser\-c  or  f\ind  that  exists  over 
and  above  the  legal  reserve  ?    A.  Yes. 

Q.  You  call  it  a  reserve  to  provide  for  future  contingencies? 
A.  For  other  contingencies. 

Q.  ISTow,  can  you  tell  me  what  proportion  of  first  year's  busi- 
ness lapses  and  does  not  persist  or  continue  for  a  second  year? 
A.  Well,  I  should  say  from  twenty  to  twenty-five  per  cent. 

Q.  Well,  what  proportion  of  business  written  in  a  given  year 
will  continue  for  two  years  according  to  your  experience?    A.  I, 
think  about  three  per  cent,  drops  out  at  the  end  of  the  second 
year. 

Q.  I  notice  that  the  new  business  for  1904  amounts  to  $345,- 
722,523,  but  that  the  amount  of  insurance  in  force  at  the  end 
of  1904  is  only  about  $180,000,000  more  than  it  was  at  the  end 
of  1903.    A.  Yes. 

Q.  ISTow  can  you  state  what  proportion  of  the  business  that 
lapses  is  business  that  has  been  written  within  five  years?  A.  I 
could  not  state  ofPhand. 

Q.  You  can  give  us  the  statistics  which  will  be  definite  on  that 
head  I  suppose?    A.  Yes. 

Q.  What  I  want  to  get  at  is  this:  I  want  to  know  to  what 
extent  the  business  written  in  a  particular  year  presists,  so  as  to 
in  any  way  make  good  the  expense  which  the  writing  of  that 
business  has  involved?  A.  Yes.  I  can  give  vou  a  statement 
of  just  what  our  experience  has  been,  tabulated  for  the  last  twenty 
years. 

Q.  Yes,  I  should  be  very  glad  to  have  that  so  we  can  see  just 
to  what  extent  the  old  policyholders  suffer  by  the  rate  of  ex- 
pense at  which  the  new  business  is  obtained  ?     A.  Yes. 

BY  ME.  McKEEE": 

Q.  Mr.  Weeks,  counsel  to  the  Committee,  and  the  Committee 
direct,  have  received  a  great  many  requests  from  policyholders  to 
investigate  the  comparative  results  between  different  classes  of 
policies,  it  being  claimed  by  very  many  that  injustice  is  done  "to 
one  class  —  that  generosity  is  shown  to  one  class  at  the  expense 
of  other  classes.  N'ow,  I  wish  simply  to  put  upon  the  record 
and  state  to  the  Committee  that  it  is  the  view  of  counsel  that 
those  matters  can  be  more  satisfactorily  gone  into  after  we  have 
ourselves  made  certain  tabulations  and  pursue  this  investigation 
as  to  the  affairs  of  certain  companies,  and  that  is  the  reason  we 
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now  abstain  from  putting  to  you  a  great  many  other  questions 
along  those  lines.  We  shall  expect  to  get  your  help  in  the 
elucidation  of  those  questions  later.     A.  Yes,  sir. 

JOBQnT  a.  McOALL,  resumes. 

BY  ME.  McKEEN: 

Q.  Can  you  later  furnish  us  with  more  details  as  to  the  data 
upon  which  you  claim  the  premiums  or  liens  are  calculated  for 
impaired  lives?    A.  Surely. 

Q.  You  can  furnish  us  with  such  tables  as  you  have  upon 
which  you  predicate  the  adjustments  in.  those  cases  ?  A.  Yes,  I 
can. 

Q.  There  is  one  other  question  which  occurs  to  me  to  ask, 
not  immediately  connected  with  the  subject  that  has  been  pur- 
sued, but  something  that  occurred  to  me  in  connection  with  your 
testimony  the  last  time  that  you  appeared  before  the  Committee. 
You  testified  to  having  paid  to  Mr.  Bliss  a  certain  amount,  or 
that  you  were  cognizant  of  the  payment  of  a  campaign  contribu- 
tion, and  approved  of  it.  I  want  to  ask  whether  in  connection 
with  that  whether  there  was  any  intimation  direct  or  indirect  of 
a  quid  pro  quo  to  the  company  from  the  Republican  organization 
in  consequence  of  that  payment?  A.  ISTot  the  slightest  statement 
of  that  kind  was  made,  because  insurance  has  been  held  not  to 
be  commerce,  and  how  a  Eepublican  Government  at  Washington 
could  help  the  New  York  Life  is  past  finding  out. 

Q.  My  point  was,  and  I  understand  your  answer  to  be,  that 
there  was  absolutely  no  promise  or  pledge  direct  or  indirect  given  ? 
A.  Absolutely  not,  in  any  way,  shape,  manner  or  form. 

Q.  Was  it  the  subject  of  suggestion,  that  as  a  result,  direct  or 
indirect,  of  any  such  contribution,  the  Federal  Administration 
would  further  Federal  supervision  of  life  insurance  ?  A.  It  was. 
never  mentioned  or  event  hinted  at. 

Q.  As  I  said  before,  there  are  quite  a  number  of  statements 
that  I  have  asked  for  along  these  lines,  and  I  ne§d  not  put  them 
upon  the  records.    A.  Yes. 

BY  MR.  HUGHES: 

Q.  Mr.  McOall,  speaking  of  this  subject  of  campaign  contribu- 
tions, there  was  published  the  other  day  in  one  of  the  papers 
what  purported  to  be  copies  of  affidavits  furnished  by  officers  of 
your  company  to  certain  officials  of  the  State  of  Texas,  that  no 
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campaign  contributions  in  1896  appeared  upon  the  books  of  jour 
company  and  that  these  officers  were  informed  and  believed  that 
none  such  had  been  made.  Did  you  know  of  the  maiiing  of  those 
affidavits  at  the  time  they  were  made?  A.  ISTo,  I  do  not  recall 
the  affidavits.  The  representative  of  Governor  Culberson  came  to 
the  office  and  said  he  was  authorized  to  make  certain  inquiries 
about  our  business  in  connection  with  the  campaign.  I  practically 
told  him  at  that  interview  that  while  I  was  quite  ^\'illing  to  give 
every  information  on  the  subject  to  him,  yet  it  seemed  to  me  that 
the  New  York  Life  was  being  struck  at  because  of  the  very  pro- 
noimced  position  of  its  officers  during  the  McKinley  election,  and 
that  I  should  have  to  think  it  over  before  giving  him  an  answer 
as  to  whether  or  not  I  would  let  him  come  in  and  examine  the 
books  of  the  company.  He  went  away.  After  he  went  away  I 
made  up  my  mind  that  he  should  do  it,  if  he  wanted  to,  and  so  a 
man  in  the  employ  of  the  company,  not  now  with  us,  named 
Stewart  Brown,  went  to  see  the  representative  of  the  Texas 
Governor  and  told  him  he  was  perfectly  willing  to  have  him  come 
in  and  we  would  answer  his  questions.  He  said  he  preferred  to 
make  a  report,  so  he  came  back.  It  was  at  the  close  of  the  year, 
and  I  never  talked  with  him  again  on  that  subject. 

Q.  Did  you  give  any  instructions  as  to  the  furnishing  of  in- 
formation from  your  books  with  reference  to  such  contribution? 
A.  I  told  the  comptroller  of  the  company  to  give  this  representa- 
tive of  the  Governor  all  the  information  that  he  wanted  from 
our  books. 

Q.  Did  you  know  that  the  books  of  the  New  York  Life  did 
not  show  that  such  a  cbntribution  had  been  made?  A.  No,  I 
did  not. 

Q.  You  stated  the  other  day  that  you  had  been  unable  to  find 
in  the  books  any  reference  to  that  contribution.  Have  you  since 
been  able  to  find  it?    A.  That  is  true  to-day. 

Q.  Can  you  explain  how  it  is  possible  that  such  a  contribution 
should  be  made  without  any  trace  of  it  appearing  upon  the  books? 
A.  No.  I  cannot  explain  it,  except  in  this  way,  that  the  treasurer 
of  our  company  was  very  largely  interested  in  other  corporations 
and  was  a  very  pronounced  man  in  his  policy  and  was  very  active, 
if  you  will,  in  a  business  way  in  connection  with  political  matters. 
How  he  arranged  that  payment  I  have  not  any  idea,  I  never  had 
but  two  conversations  with  him  on  that  subject. 

Q.  What  was  the  statement  that  the  representative  of  the  Ee- 
publican  campaign  expected  that  the  people  connected  with  the 
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New  York  Life,  if  you  will,  "You  people,"  as  they  used  the 
phrase — you  people  here  should  be  interested  in  this  sound  money 
campaign  and  should  help  the  sound  money  campaign  along? 
A.  I  talked  with  the  treasurer  of  the  company  about  that  request 
and  he  said  to  me,  "Then  you  wish  me  to  handle  it?"  I  said, 
"I  would  prefer  that  you  would  do  it."  And  he  said,  "Very  well, 
then,  I  will  take  care  of  it."  About  a  month  after  that  he  said, 
"I  think  there  will  be  no  fault  to  find  with  what  I  have  done  in 
connection  with  the  campaign."  So  I  had  every  reason  to  believe 
he  had  paid,  Mr.  Hughes.  I  have  no  reasons  to  know  how  he 
did  it: 

Q.  Well,  we  are  interested  not  simply  in  the  fact  that  the  con- 
tribution was  made  for  that  purpose,  but  also  in  the  question  of 
how  it  was  possible,  under  a  proper  system  of  bookkeeping  in 
your  office  and  proper  supervision  of  your  funds,  for  fifty  thou- 
sand dollars  to  get  out  of  the  moneys  of  the  New  York  Life  with- 
out any  trace  being  left  of  it.  A.  All  I  can  say  in  regard  to  that 
is  that  I  assume  it  went  out.     I  don't  know  that  it  did. 

Q.  Is  your  testimony  to  the  effect  that  the  contribution  was 
made  then,  simply  based  upon  a  sumiise  that  Mr.  Gibbs  attended 
to  it  ?  A.  Just  on  the  fact  that  he  said  to  me,  "  I  think  no  fault- 
will  be  found  with  what  I  have  done  under  the  premises." 

Q.  You  madg.  no  concealment  of  the  fact  that  the  New  York 
Life  was  making  a  contribution?  A.  I  don't  think  it  came  up 
in  that  way.  We  made  no  concealment  of  the  fact  that  the  New 
York  Life,  through  its  officers,  were  doing  all  we  could  in  the 
campaign. 

Q.  Did  you  turn  over  this  inquiry  of' Governor  Culberson  to 
your  legal  department,  to  Mr.  Hubbell  ?  A.  Yes,  he  afterwards 
handled  it. 

Q.  Did  Mr.  Hubbell  know,  in  fact,  that  a  contribution  had 
been  mad^  ?     A.  No. 

Q.  Then  you  did  not  advise  him  that  a  contribution  had  been 
made?     A.  I  did  not, 

Q.  Did  you  know  that  Mr.  Hubbell  was  getting  affidavits  as 
to  the  fact  whether  such  a  contribution  had  been  made?  A.  Not 
as  to  the  affidavits.  I  knew  he  was  in  touch  with  this  representa- 
tive and  helped  him  examine  the  books. 

Q.  To  see  whether  it  had  been  made  ?  A.  Not  as  to  the  details 
I  did  not  kno-H'. 

Q.  Did  not  you  appreciate  the  fact  that  if  the  examination  of 
]fche  books  did  not  disclose  to  this  representative  that  such  a  con^ 
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tribiition  had  been  made  that  he  would  go  away  laboring  nndei-  a 
misapprehension?  A.  No,  because  I  felt  and  believe  now,  that 
that  had  been  made,  yet  I  could  not  swear  to  it  and  I  could  make 
the  same  affidavit  now  that  our  officers  did  at  that  time. 

Q.  But  you  could  not  make  the  same  affidavit  that  the  officertj 
did  to  the  best  of  your  knowledge  and  belief  that  it  had  not  been 
made?     A.  No. 

Q.  What  information  and  belief  had  your  officers  on  the  sub- 
ject when  they  said  that  to  the  best  of  their  knowledge  and  belief 
it  had  not  been  made  ?  A.  I  don't  think  that  they  had  any  idea 
on  the  subject  at  all. 

Q.  Did  you  have  any  interview  with  Mr.  Banta  regarding  it? 
A.  I  don't  recollect. 

Q.  Or  with  Mr.  Thompson  or  with  Mr.  Whitney?  A.  Xo,  I 
don't  recollect  any  interview  on  the  subject.  It  was  the  close  of 
the  year,  in  December,  when  it  is  the  busiest  time  of  my  year 
and  I  am  engaged  until  late  in  the  evening  and  the  whole  thing 
was  turned  over  to  subordinates  as  many  such  things  arc.  I 
don't  recollect  that  I  ever  discussed  the  qiiestion  in  any  way, 
shape  or  form. 

Q.  Are  we  to  assume  that,  this  inquiry  having  been  made  and 
you  having  turned  it  over  to  the  Legal  Department  that  these 
affidavits  were  presented  to  Governor  Culberson's  representative, 
to  satisfy  him  that  no  contribution  had  been  made  without  any 
knowledge  on  your  part?  A.  That  the  affidavits  were  turned  over 
to  him  stating  that  ? 

Q.  Yes.  A.  No,  I  have  no  knowledge  of  how  the  affidavits 
were  turned  over  to  him;  I  simply  did  not  have  any  discussion 
with  anybody  on  the  subject  that  they  were  turned  over  to  him. 
It  was  entirely  within  the  Legal  Department  of  the  company  and 
they  acted. 

Q.  May  we  assume  that  you  did  not  know  that,  whether  in  the 
form  of  affidavits  or  otherwise,  Governor  Culberson  was  informed 
that  no  such  contribution  had  been  made,  to  the  belief  of  these 
officers?  A.  Well,  that  would  be  hard  to  say,  that  is,  I  could  not 
assume  a  condition  that  was  never  brought  to  me  in  connection 
with  the  affidavits,  that  is  I  was  not  asked  to  make  an  affidavit, 
nothing  was  said  to  me  on  the  subject,  nothing  was  said  to  me 
on  the  subject  at  all  by  anyone  connected  with  it,  and  if  I  were 
asked,  if  you  will,  by  any  of  those  people,  as  to  what  I  knew  about 
it,  I  could  only  tell  them  as  I  have  told  you  now,  that  I  believed 
a  payment  was  made,    I  believe  now  a  payment  was  made. 
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Q.  Did  you  tell  them  that?  A.  No,  sir,  I  did  not.  I  was  never 
interrogated  on  that  subject. 

Q.  But  you  were  interrogated  on  the  general  question,  and  you 
turned  the  matter  over  to  the  Legal  Department  to  answer  the  in- 
terrogation? A.  Yes,  that  was  not  the  only  one,  there  were  half 
a  dozen  inquiries  in  this  letter. 

Q.  What  I  want  to  get  at  is  this,  you  expressed  entire  satisfac- 
tion with  the  course  that  had  been  taken  and  justified  in  your 
testimony  the  other  day.     A.  I  did. 

Q.  Were  you  in  any  way  privy  to  the  concealment  of  that  in 
the  affidavit  or  in  the  information  which  the  officers  of  your 
company  gave  ?     A.  l^ot  at  all. 

Q.  But  you  did  not  know  anything  at  all  about  the  information 
they  gave?  A.  ISTot  at  all.  I  was  in  the  position  of  a  person 
who  believes  that  the  company  was  being  struck  at  because  of  its 
attitude  on  the  Free  Silver  subject.  I  was  not  in  the  frame  of 
mind  to  trace  through  our  books  with  this  man  to  help  him  find 
this  thing,  because  I  understood  that  he  was  inimical.  He  asked 
u>  what  we  paid  for  our  lunches  and  wine,  and  the  whola  attitude 
of  the  inquiry  was  one  of  attack  on  the  New  York  Life. 

Q.  And  you  were  satisfied  to  let  him  go  without  the  informa- 
tion if  he  did  not  find  it  out  from  your  books?  A.  Well,  I  was 
satisfied  to  have  him  do  just  as  he  would  do  about  it,  and  then  if 
he  came  to  me  and  asked  whether  so  and  so  was  the  situation  I 
should  simply  have  told  him  the  truth,  so  far  as  my  knowledge. 
I  might  say,  Mr.  Hughes,  if  you  will,  it  is  pertinent,  that  after 
these  inquiries  were  made  that  again  another  inquiry  was  made 
as  to  how  much  the  salary  of  each  of  the  officers  of  the  company 
was.  That  was  the  second  inquiry  that  was  made  by  the  repre- 
sentative, and  we  answered  that  in  detail  with  an  affidavit,  and 
gave  him  all  the  affidavits  in  connection  with  it,  and  the  furnish- 
ing of  that  information  was  made  the  subject  of  an  attack  upon 
the  company  in  the  message  of  the  Governor  to  the  State  Legisla- 
ture, and  it  was  used  very  generally  by  our  competitors  against 
us,  and  I  am  happy  to  say  in  the  end  we  did  more  business  in 
Texas  than  we  ever  did  before. 

Q.  You  do  not  mean  to  imply  that  you  did  not  think  the  State 
of  Texas  was  entitled  to  information  as  to  whether  you  had  made 
contributions  for  campaign  purposes?  A.  Yes,  I  do  mean  to 
imply  very  clearly  that  the  Governor  of  the  State  had  no  authority 
to  ask  that  question. 

Q.  And  was  it  for  that  reason  you  were  willing  he  should  get 
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what  information  he  could  from  ,the  books  and  if  he  did  not  find 
it  out  there  to  go  without  it?  A.  Noj  not  exactly  that,  but  you 
may  be  very  sure  I  did  not  feel  very  pleasantly  toward  him. 

Q.  Have  you  been  able  to  find  where  the  contribution  of  1900 
is  upon  your  books  ?    A.  'Ho. 

Q.  Have  you  ever  tried  to  find  it?  A.  Very  hard.  We  have 
done  everything  we  could  and  have  them  now  looking  over  every 
account  we  have. 

Q.  Was  that  through  Mr.  Gibbs,  too  ?  A.  Yes.  I  was  in  Europe 
at  the  time.    I  went  in  April  and  did  not  get  back  until  October. 

Q.  How  would  it  be  possible  for  him  to  do  that  without  having 
the  transaction  appear?  A.  I  can  only  fancy  one  way,  that  in 
some  transactions  there  might  have  been  profits  coming  to  the 
New  York  life  from  operations,  and  that  they  were  lessened. 

Q.  You  mean  the  full  amount  not  disclosed  on  the  books  ?  A. 
Yes. 

Q.  Well,  has  that  occurred  at  various  times?  A.  I  do  not  say 
it  even  occurred  this  time.     That  is  the  only  way  I  can  imagine. 

Q.  .Is  it  possible  that  has  occurred  repeatedly  without  your 
knowledge?    A,  I  do  not  see  how . 

Q.  If  it  could  occur  once  it  could  occur  twice?  A.  I  do  not 
say  it  did  occur.  My  answer  is  that  I  am  told  that  is  the  only 
way  that  payment  could  have  been  made. 

Q.  We  had  two  or  three  matters  up  the  other  day  which  I 
must  examine  you  further  upon,  and  you  have  made  a  very  inter- 
esting statement  during  Mr.  McKeen's  examination  as  to  your  rela- 
tion to  legislation  in  various  States  and  the  attacks  that  were  made 
upon  insurance  interests  by  projected  legislation,  l^ow,  I  would 
like  to  have  you  state  comprehensively  just  what  you  do  to  meet 
such  attacks?  A.  Well,  the  organization  of  Judge  Hamilton's 
Bureau,  wherein  he  was  entrusted  and  put  in  charge  of  the  legis- 
lation in  the  United  States  and  Canada,  in  its  entirety — all  the 
bills  introduced  every  year  he  had  gathered  in  his  own  way;  he 
had  statements  made  of  all  proposed  and  introduced  and  passed 
upon  legislation  and  there  was  constant  consultation  about  the 
laws  that  were  offered.  I  might  say  in  five  years  there  were  over 
seven  hundred  laws  relating  to  life  insurance  in  the  past  five  years, 
and  all  of  that  means — he  took  hold  in  1895,  if  you  will,  and  in 
1892,  1893,  and  1894  there  were  constant  clashings  as  to  the  bills 
in  the  various  States.  This  agent  would  write  in  and  say,  from 
Texas,  that  the  best  man  in  connection  .with  a  bill  was  John  Doe, 
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and  another  agent  would  suggest  Kichard  Eoe,  and  there  was  a 
constant  suggesting  and  iteration  and  reiteration'  of  names  until 
the  accounts  could  not  be  handled  at  all  to  anybody's  satisfaction. 
The  details  were  tremendous  and  for  that  reason  the  Bureau  was 
organized  in  1895,  giving  Judge  Hamilton  absolute  and  entire 
control  of  all  legislation  introduced  in  the  United  States  and 
Canada. 

Q.  Now,  I  have  asked  you  to  produce  a  statement  of  the  pay- 
ments to  Judge  Hamilton.  Have  you  produced  it?  A.  Yes,  sir, 
I  have  that.    I  think  you  asked  it  for  five  years. 

Q.  "Well,  that  will  answer  the  purpose.  A.  That  is  a  very 
rough  statement.  Under  the  head  of  Hamilton  you  will  find  pay- 
ments made  to  him. 

ME.  HUGHES:    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  238  and  read  by  Mr.  Hughes.) 

Q.  This  is  the  first  total  law  expenses?  A.  Yes,  the  second 
column. 

Q.  You  were  saying  a  moment  ago  that  these  payments  were 
not  in  addition  to  some  other  payment.  What  did  you  mean? 
A.  I  said  the  payments  to  Judge  Hamilton  were  included  in  the 
first  column. 

Q.  That  is,  the  payments  were  part  of  the  amount  stated  to  be 
for  law  expenses.     A.  Yes. 

Q.  Now,  do  you  desire  in  any  way  to  modify  or  correct  the 
statement  made  by  you  the  other  day  that  for  the  moneys  paid 
to  Mr.  Hamilton  you  have  no  voucher  except  his  receipt?  A. 
That  is  all. 

Q.  That  applies  to  this  total  $476,927.02  ?    A.  It  does. 

Q.  Now,  this  does  not  include  payments  made  to  Mr.  William 
A.  Moss,  does  it?  A.  No,  Moss  is  paid  separately.  Moss  is  a 
registered  accountant  in  Massachusetts  of  the  company. 

Q.  Are  the  payments  made  to  Moss  included  in  the  grand  total 
of  law  expenses  here  stated  ?    A.  Yes,  sir,,  they  are. 

Q.  For  how  long  a  time  has  he  represented  you  ?  A.  For  about 
three  years,  Mr.  Hughes. 

Q.  Has  the  New  York  Life,  or  has  any  agency  of  the  New 
York  Life,  by  the  use  of  any  funds  of  the  society,  either  in  the 
agQucy  or  otherwise,  contributed  in  any  way  to  the  expenses  of 
Mr.  Moss's  campaign  for  the  Senate  in  Massachusetts  ?    A.  Never, 

Q.  Not  a  penny?    A.  l^o,  sir,  never  beard  of  such  a  thing, 
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Q.  You  have  heard,  of  course,  that  he  had  a  very  vigorous 
contest  for  election  at  one  time?  A.  Why,  I  really  don't  know 
anything  about  it. 

Q.  You  really  don't  know  anything  about  it?    A.  IsTo,  sif. 

Q.  Do  you  always,  in  dealing  with  men  in  States  where  your 
desire  is  to  prevent  legislation,  deal  with  attorneys  and  counsel  ? 
A.  So  far  as  the  company  itself  is  concerned,  they  do.  That  Ham- 
ilton did  I  do  not  know. 

Q.  "Was  Mr.  Hamilton  supposed  to  deal  with  the  man  who 
could  produce  results?    A.  I  think  he  was,  Mr.  Hughes. 

Q.  Whether  he  was  an  attorney,  or  whether  he  was  any  other 
man  ?    A.  The  best  fellow  he  could  find. 

Q.  The  other  day  reference  was  made  by  a  witness  from  the 
Equitable  Life  to  an  arrangement  that  was  made  for  dividing 
the  territory  between  the  representatives  of  the  New  York  Life, 
the  Mutual  and  the  Equitable.  Were  you  cognizant  of  the  fact 
that  such  arrangement  was  made  ?  A.  JSTo ;  know  nothing  at  all 
about  it.  Hamilton  was  retained  by  us  for  the  entire  United 
States  and  Canada.  I  do  know  that  he  consulted  with  the 
Equitable,  Mutual  and  other  companies  regarding  legislation. 

Q.  But  he  had  entire  freedom  in  that  respect?  A.  He  had 
entire  freedom. 

Q.  In  other  words  he  could  arrange  with  the  other  representa- 
tives of  the  other  companies  to  divide  the  territory  as  he  pleased  ? 
A.  I  think  he  could,  yes,  sir. 

Q.  And  to  employ  whomever  he  pleased  ?    A.  Yes. 

Q.  And  to  do  whatever  he  thought  was  necessary  to  prevent 
the  attacks  which  you  feared?    A.  Yes,  sir. 

Q.  Did  you  ever  meet  Mr.  Thummel  ?    A.  I  did. 

Q.  Have  you  ever  had  any  talks  with  him  about  steps  which 
should  be  taken  to  prevent  threatened  legislation?  A.  We  re- 
tained him  in  two  instances,  one  in  Iowa  on  a  tax  case  at  the  re- 
quest of  Judge  Hamilton,  and  I  think  he  has  received  fees  from 
us  on  two  occasions  amounting  to  about  $6,000. 

Q.  What  two  occasions  were  those?  A.  One  was  the  Iowa 
case,  and  the  other  was  relating  to  the  Federal  legislation  at 
Washington. 

Q.  When  was  the  latter?     A.  I  think  it  was  in  the  last  two 

years. 

Q.  Well,  will  you  explain  why  it  was  with  the  counsel  you  have 
at  your  command  you  should  employ  Mr.  Thummel  to  represent 
you  in  Iowa  ?    A.  The  statement  regarding  that  was  that  Thuiu- 
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mel  was  absolutely  the  best  man  to  handle  the  Iowa  situation,  and 
that  he  would  be  sent  up  to  talk  with  me  about  it,  and  he  did, 
and  I  found  him  very  well  equipped  with  regard  to  the  inten- 
tion of  the  people,  and  the  people  who  were  urging  it  and 
what  should  be  done  about  the  poliey  holders  and  so  on,  and  so 
we  preferred  to  retain  him  direct. 

Q.  Did  he  go  out  to  Iowa  on  that?    A.  He  did. 

Q.  And  he  represented  other  companies  besides  yours?  A..  I 
believe  so. 

Q.  Eepresented  the  Miitual?    A.  I  believe  so. 

Q.  And  the  Equitable?    A.  Possibly. 

Q.  And  what  was  the  result  of  his  mission?  A.  I  think  it 
succeeded. 

Q.  In  what  ?    A.  In  defeating  the  tax  of  3  per  cent. 

Q.  Defeating  a  bill  for  that  purpose?    A.  Yes,  sir. 

Q.-  You  say  a  couple  of  years  ago  he  was  retained  with  regard 
to  the  proposed  legislation  for  Federal  supervision?    A.  Yes.. 

Q.  Is  he  still  under  retainer  regarding  that?    A.  No;  he  is  not. 

Q.  That  was  for  a  particular  occasion  ?    A.  Yes,  sir. 

Q.  And  what  was  the  occasion,  what  was  he  to  do?  A.  "Well, 
he  seemed  to  be  better  acquainted  with  the  people  at  Washington 
than  anybody  that  Judge  Hamilton  could  suggest,  and  so  he  went 
to  Washington  and  I  think  devoted  himself  to  the  introduction  of 
this  bill.  It  didn't  pass  finally,  didn't  amount  to  anything,  and  I 
think  his  retainer .    I  think  it  was  $1,600. 

Q.  Do  you  know  why  he  should  be  retained  ?  A.  No,  no  other 
reason  except  he  was  a  man  very  largely  acquainted  in  Washing- 
ton.   I  don't  know  any  other  reason. 

Q.  And  in  that  he  represented  the  other  companies,  I  suppose, 
as  well?    A.  Well,  yes,  I  think  he  did. 

Q.  Do  you  know  of  any  contributions  having  been  made  by, 
insurance  companies  to  Congressional  committees,— I  mean  to 
campaign  committees?    A.  Never  heard  of  such  a  thing. 

Q.  You  yourself  have  had  dealings  sometimes  with  men  in 
different  states,  have  you  not  ?    A.  Yes. 

Q.  In  regard  to  these  matters?    A.  Yes. 

Q.  With  whom?  A.  Well,  with  the  officers  of  the  companies 
as  a  rule,  they  would  come  to  New  York,  they  would  talk  about 
the  legislation  in  their  States,  and  like  Mr.  Paterson,  of  the 
Union  Central  Life,  and  Mr.  Merrell,  of  the  Northwestern,  all 
men  having  the  same  interest  that  I  did  against  the  attacks  that 
were  made  on  the  companies  every  year  and  any  person  to  rep- 
resent us. 
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Q.  Mr.  W.  J.  Holden's  name  "was  mentioned  the  other  day  by 
one  of  the  witnesses  as  representing  insurance  interests  in  Massa- 
chusetts?    A.  Yes,  sir. 

Q.  Do  you  know  him?  A.  No;  I  never  met  him.  He  was  re- 
tained by  Mr.  Moss. 

Q.  Is  he  an  attorney?  A.  l^o,  I  think,  Mr.  Hughes,  under  the 
Massachiisetts  law,  he  does  not  have  to  be. 

Q.  He  was  not  retained  then  to  perform  legal  services?  A. 
Ho.  If  he  were  an  attorney  I  should  say  yes,  but  if  he  were 
not,  imder  the  Massachusetts  law  you  have  a  right  to  register 
anybody,  either  an  attorney  or  an  agent. 

Q.  I  am  talking  now  as  to  whether  he  was  employed  with 
reference  to  proposed  legislation  in  Massachusetts?  A.  Oh,  that 
was  the  sole  purpose  of  employing  him. 

Q.  Now,  did  you  have  Mr.  Holden  under  a  regular  retainer? 
A.  He  got  $3,000  for  three  years. 

Q.  For  how  long  a  period  was  that?    A.  Three  years. 

Q.  And  when,  during  what  period?  A.  Say  three  years  ago, 
say  1901,  1902  and  190^3,  or  1900,  1901  and  1902. 

Q.  Was  he  paid  by  Mr.  Hamilton  or  paid  direct  by  the  com- 
pany?   A.  No,  he  was  paid  direct. 

Q.  Now,  Avhere  do  the  amounts  paid  to  Mr.  Holden  figure  ia 
your  accounts.    A.  They  went  to  the  law  expenses. 

Q.  And  they  are  part  of  these  totals  that  you  have  given  here? 
A.  They  are. 

Q.  Now,  you  met  Mr.  Holden  from  time  to  time,  didn't  you? 
A.  I  don't  believe  I  ever  saw  the  man. 

Q.  You  had  correspondence  with  him?    A.  No,  never. 

Q.  What  did  you  understand  that  he  was  to  do  in  Massachu- 
setts? A.  Well,  the  Massachusetts  law,  as  I  say,  required  you  to 
register  everybody  appearing  in  relation  to  bills  before  the  Legis 
lature,  and  whatever  he  did  in  that  respect  I  think  he  would 
write  to  the  law  department  of  the  company  and  notify  them 
what  was  going  on,  and  generally  keep  them  posted,  I  suppose, 
with  what  was  occurring  in  the  way  of  proposed  legislation  and 
legislative  discussion. 

Q.  And  see  that  legislation  that  was  not  proper  legislation  in 
regard  to  the  policyholders  should  not  pass  if  he  could  prevent 
it?    A.  That  is  what  he  was  retained  for. 

Q.  Yoii  are  conversant  I  think,  with  the  legislation  in  various 
States  sufficiently  to  know  that  men  in  a  position  to  deal  with 
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such  matters  frequently  represent  a  great  many  interests,  not  only 
insurance  interests  but  other  interests  ?  A.  I  assume  that  to 
be  so. 

Q.  And  they  are  in  a  p'osition,  by  knowledge  of  such  matters 
and  pressure  that  they  can  bring  to  bear  upon  men  ordinarily  to 
prevent  the  re-election  of  a  man  who  oppoees  their  wishes?  A. 
Well,  I  think  he  might  be  instrumental  in  doing  it. 

Q.  It  is  pretty  well  known  that  that  is  a  case,  isn't  it?  A.  I 
think  that  is  so,  Mr.  Hughes. 

Q.  So  that  the  right  man  retained  in  a  particular  case  is  in 
such  relation  to  matters  can  perhaps  prevent  legislation  which 
you  deemed  inimical  to  your  company?     A.  I  believe  he  could. 

Q.  And  the  man  that  balked  him  or  went  against  his  wishes 
would  probably  go  out  of  politics?  A.  Well,  I  wouldn't  want  to 
go  as  far  as  that. 

Q.  Well,  those  are  matters  pretty  generally  known,  aren't  they  ? 
A.  His  position  might  be  strained.    . 

Q.  And  frequently  the  fact  is  that  it  is  only  necessary  to  re- 
tain the  right  man  without  spending  any  money  otherwise  ?  A.  I 
think  that  is  the  sole  object,  to  get  the  right  man. 

Q.  Wow,  has  any  money  been  paid  by  the  New  York  Life  to 
William  H.  Buckley?     A.  Yes,  sir. 

Q.  In  what  way?  A.  $7,500  a  year  for  two  years,  and  I 
think  he  got  $2,600  more  than  that  a  year.  ISTot  as  much  as  that; 
about  $2,200. 

Q.  Is  he .     A.  He  is  retained  by  the  company. 

Q.  As  counsel  ?    A.  Yes. 

Q.  What  does  he  do?  A.  Well,  Mr.  Buckley  was  formerly 
connected  with  the  Insurance  Department,  and  he  knows  all  the 
insurance  officials  of  this  date.  We  employ  him  to  go  wherever 
we  may  direct  about  anything  that  might  occur  as  to  the  com- 
pany's interests,  anywhere.  If  I  want  to  find  out  —  I  am  telling 
some  things  now  that  may  be  of  injury  to  the  company  —  but  if 
I  want  a  report  confidentially  of  some  man  connected  with  the 
company  in  some  capacity  it  is"  his  business  to  give  that  to  me. 

Q.  This  is  the  total  amount  that  you  have  paid  him?  A.  Yes 
—  we  have  never  paid  him  any  more  money  than  that. 

Q.  Does  he  get  money  from  Mr.  Hamilton  ?  A.  I  have  never 
heard  of  it.    I  don't  believe  he  ever  did. 

Q.  Has  the  ISTew  York  Life  paid  any  money  to  A.  G.  Field? 
A.  Never, 
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Q.  Have  you  ever  had  any  interviews  with  him  ?  A.  Never  — 
with  Mr.  Field  ? 

Q.  Yes.    A.  Yes.    I  know  Mr.  Field. 

Q.  In  regard  to  what  matters  ?  A.  Well,  I  haven't  seen  him 
probably  in  four  years  —  seen  him  twice,  but  I  knew  him  when 
I  was  in  Albany,  and  was  very  active  in  the  Democratic  State 
Committee  and  in  his  work,  and  I  knew  him  accordingly. 

Q.  I  find  that  in  Mr.  Hamilton's  bank  account  with  the  Albany 
Trust  Company  that  on  September  1,  1905,  there  was  deposited  to 
his  credit  $162,041. 6Y.  Do  you  know  whether  at  or  about  that 
time  the  New  York  Life  paid  him  any  money?  A.  Abo  at  Sep- 
tember 1st,  Mr.  Hughes? 

Q.  Yes.  It  is  deposited  to  his  credit,  September  1st  of  this 
year,  $162,041.67?  A.  On  September  1st?  He  has  had  no 
money  from  us  this  year  except  that  which  he  gathered  from  an 
assignment  of  the  Tax  Claims  Law  and  that  amounted  to  about 
$90,000.00. 

Q.  I  see.     A.  One-third  of  $270,000.00. 

Q.  Will  you  kindly  explain  what  you  mean  by  the  assignment 
of  this  tax  claim  ?  A.  Yes.  I  am  not  so  sure  that  my  last  state- 
ment— I  think  I  did  refer  to  the  fact  that  he  had  been  employed 
in  relation  to  the  taxes. 

Q.  Yes;  you  have  explained  that?  A.  Well,  the  New  York 
Life  had  taxes  paid  in  this  and  other  States  of  the  Union  about 
$416,000  in  the  year  1902,  that  was  taxes  for  the  first  time  on  the 
1901  receipts,1903  and  1904.      , 

Q.  Go  on,  Mr.  McCall  ?  A.  In  the  year  1901  a  tax  law  was 
passed  taxing  all  the  life  insurance  companies  for  the  first  time 
on  their  premium  receipts,  and  the  payment  of  which  was  made 
in  1902,  and  so  on  down  to  1904.  In  talking  with  him  one  day, 
he  said,  "  I  do  not  believe  that  this  tax  act  is  worth  what  it  is  writ- 
ten on."  I  said,  "  That  was  something  to  think  about."  He 
said,  "  No,  and  I  believe  if  we  could  carry  it  up  to  the  highest 
court  of  the  land  that  we  would  get  a  decision  that  the  State  of 
New  York  had  no  right  to  tax  a  contract  that  was  made  prior  to 
the  passage  of  the  act,"  and  we  made  an  agreement  with  him  that 
he  should  take  hold  of  the  case,  and  I  didn't  care  to  act  as  the — 
for  the  New  York  Life — didn't  care  to  act  as  the  party  in  the 
suit,  and  so  the  Provident  Savings  of  this  city  was  made  the  com- 
plainant party.  The  case  was  carried  to  the  Court  of  Appeals 
of  New  York  and  decided  in  October  of  1904,  and  Judge  Ham- 
ilton won  the  suit.     It  made  a  difference  of  one  million  dollars 
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to  the  three  great  companies  of  New- York  in  the  matter  of  taxa- 
tion. We  agreed  with  him — the  New  York  Life  did,  at  least — 
that  we  should  give  him  one-third  of  the  recovery  made  from  the 
decision  in  the  event  that  the  decision  was  favorable ;  and  he 
should  have  no  fees  whatever  in  case  he  lost  his  suit.  Pursuant 
to  that  the  New  York  Life  this  year  has  paid  no  taxes  to  the  Statp 
of  New  York,  and  for  his  remuneration  he  took  an  assignment 
of  our  claim  of  the  moneys  with  the  Comptroller  of  the.  State  to 
the  extent  of  one-third  of  the  allowance,  and  that  $90,000  he  ob- 
tained through  the  assignments.  He  was  not  here,  of  course,  in 
September.  I  suppose  it  was  done  in  his  office.  That  is  the  only 
moneys  that  I  can  think  of  in  that  one  hundred  and  sixty  thousand 
dollars. 

Q.  This  litigation  was  started  in  1902,  was  it  not?  A.  I  think 
that  is  the  year. 

Q.  In  other  words,  proceedings  were  begun  by  the  Provident 
Savings  Company  in  1902  for  the  purpose  of  showing  that  con- 
tracts made  before  the  passage  of  the  act  were  not  subject  to  this 
tax?     A.  Yes. 

Q.  And  who  wias  the  attorney  at  the  beginning  of  that  pro- 
ceeding ?     A.  I  think  Mr.  Edward  E.  McCall. 

Q.  Did  you  have  any  contingent  arrangement  with,  him?  A. 
Yes. 

Q.  The  same  contingent  arrangement?  A.  It  was  the  same 
thing.  After  he  went  on  the  bench  Judge  Hamilton  took  his  in- 
terest in  it. 

Q.  So  that  the  original  arrangement  was  made  with  Judge 
McCall  when  he  was  a  solicitor  ?  A.  Yes,  and  Judge  Hamilton ; 
they  acted  together  in  the  case. 

Q.  It  was  a  matter,  as  I  understand  it,  of  statutory  constnac- 
tion.     The  tax  imposed  was  upon  premiums  ?     A.  Yes. 

Q.  And  the  question  was  whether  it  was  premiums  upon  con- 
tracts made  before  the  passage  of  this  act?     A.  Yes,  sir. 

Q.  Which  was  the  construction  of  the  department?  A.  That 
was  it. 

Q.  And  the  tax  had  been  made  on  that  basis?     A.  Yes. 

Q.  The  matter  was  taken  before  the  courts;  do  you  remember 
how  it  was  decided  in  the  first  instance?  A.  Decided  in  the 
lower  courts  in  each  instance  against  the  company. 

Q.  And  in  1903  it  was  before  the  Appellate  Division,  which 
confirmed  the  decision  below  against  the  company?  A.  That  i3 
right. 
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Q.  Up  to  that  time  Judge  llaiiiilton  had  had  nothing  to  do  with 
it  130  far  as  his  appearance  in  the  case  before  the  courts  is  con- 
cerned?    A.  I  think  not. 

Q.  The  argument  was  not  a  very  extended  one,  Avas  it?  A. 
Well,  I  read  the  brief  in  the  cases.  I  thought  they  were  very 
thoroughly  tried. 

Q.  Thorough  and  complete  and  very  effective,  but  the  argu- 
ment necessarily  lay  within  a  small  question,  determining  the  con- 
struction to  be  placed  on  this  act?     A.  Yes. 

Q.  There  was  no  evidence  in  the  case?     A.  No,  sir. 

Q.  And  the  record  was  a  short  one;  it  was  a  legal  proceeding 
of  a  petition?     A.  Yes;  not  very  long,  1  think. 

Q.  ISTow,  can  you  explain  why  it  would  not  have  been  appro-  • 
priate  for  the  New  York  Life  Insurance  Company  with  tliis  case, 
admittedly  of  importance  and  with  a  question  of  law  to  be  re- 
viewed, to  employ  one  of  its  counsel  upon  the  usual  terras  to 
bring  the  proceedings  and  make  the  arguments,  for  reasonable 
compensation?  A.  Well,  frankty,  Mr.  Hughes,  the  New  York 
Life  would  not  care  to  appear  as  the  plaintiff  in  the  transaction. 

Q.  Well,  that  could  not  furr^sh  a  reason  why,  from  its  desire 
not  to  appear  as  plaintiff,  it  should  make  a  contingent  arrangement 
to  give  a  third  of  the  recovery?  A.  I  think  the  arrangement  was 
a  very  excellent  one,  if  you  will  permit  me  to  say  it,  and  we  ran 
no  risk.  He  agreed  to  take  the^case  to  the  highest  court;  he  found 
a  client  in  another  state,  two  or  three  of  them  at  least,  and  the 
arrangement  was  if  he  did  not  win  his  case  he  was  not  to  get 
anything,  and  if  he  did  win  it  he  should  have  one-third  of  the 
recovery. 

Q.  Of  course  the  New  York  Life  as  an  institution  of  dignity 
and  power  and  ample  resources  if  it  thinks  a  question  of  law 
should  be  reviewed  is  in  a  position  to  review  it,  even  tliough  the 
decision  is  against  it?     A-  Yes. 

Q.  And  upon  the  usual  terms  of  compensation.  Now,  did  the 
Provident  Life  pay  for  the  services  rendered  to  it?  A.  That  T 
don't  know. 

Q.  Or  did  any  of  the  companies  that  were  interested  in  it  pay 
for  the  services?     A.  That  I  don't  know. 

Q.  When  Judge  Hamilton,  after  Judge  McOall  went  on  the 
bench,  took  charge  of  the  case  it  was  in  the  Court  of  Appeals  and 
he  argued  the  ease  and  I  presume  wrote  the  brief  and  appeared 
before  the  court  as  the  record  shows  and  the  case  was  won?  A. 
Yes. 
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Q.  Now,  as  the  result  of  the  winning  of  that  case  there  was  a 
rebate  to  which  the  company  was  entitled  by  virtue  of  the  taxes 
theretofore  paid  upon  an  erroneous  theory  of  the  sum  of  $272,- 
703.27,  including  principal  and  interest?  A.  Yes;  in  the  State  of 
New  York. 

Q.  And  upon  that  under  this  agreement  Judge  Hamilton  was 
entitled  to  one-third,  or  something  like  $90,000?  A.  Yesj  that  is 
a  summary  of  it. 

Q.  Did  you  make  any  inquiry  as  to  what  that  litigation  could 
be  conducted  for  either  through  somebody  else's  name  or  direfttly 
by  you  without  the  making  of  a  contingent  agreement?  A.  No; 
I  did  not.  T  thought  it  was  a  very  good  arrangement  for  the 
company  to  make,  that  if  it  could  save  two-thirds  of  the  taxes 
paid  to  the  State  of  New  York  and  didn't  have  to  pay  any  expense 
in  connection  with  the  suit,  that  we  had  a  very  good  agreement. 

Q.  Judge  Hamilton  at  that  time  was,  of  course,  under  the 
regular  retainer  of  $10,000  a  year  ?     A.  Yes. 

Q.  Judge  McCall  was  under  a  similar  retainer?  A.  Yes.  He 
was  in  charge  of  the  real  estate  and  mortgages,  and  had  a  re- 
tainer, too,  Mr.  Hughes. 

Q.  Now,  this  amount  payable  as  a  refund  by  the  State  was  paid 
apparently  in  this  way.  On  April  5,  1905,  you  were  credited  the 
full  amount  of  the  tax  of  $119,226.62  for  the  year  1904^ — .  A. 
Without  paying  any  money. 

Q.  Without  paying  any  money.  Then  it  appears  from  the 
records  furnished  me  by  the  State  Treasurer  that  an  additional 
amount  was  credited,  amounting  to  some  $42,386.47  to  various 
companies,  to  the  Commercial  General  Life,  the  John  Hancock, 
the  Northwestern,  the  Phoenix  Mutual  and  the  Travelers  and 
these  amounts  were  credited  again  against  what  would  be  payable 
to  you?    A.  Yes,  under  an  assignment. 

Q.  That  is  you  assigned  parts  of  your  claims  to  them?    A.  Yes. 

Q.  Well,  what  was  that  for?  A.  There  is  a  law  in  this  state 
which  permits  a  corporation  having  overpaid  its  taxes  to  assign 
to  another  corporation,  and  in  that  way  Hamilton  got  his  fees, 
without  our  paying  anything  to  him. 

Q.  So  that  the  credits  to  which  you  were  entitled  to  the  extent 
of  this  $42,386.47,  and  also  to  the  extent  of  $48,000,  making  a 
total  of  $90,386.47  were  assigned  to  various  companies  to  be  used 
by  them  to  offset  their  taxes?    A.  That  is  right. 

Q.  And  then  they  paid  the  face  amount  to  Judge  Hamilton  or 
to  you  —  probably  to  Judge  Hamilton?    A.  No,  not  to  us.     That 
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assignment  was  filed  by  the  State  Treasurer  to  pay  their  re- 
spective taxes. 

Q.  Exactly,  and  they  of  course  had  to  pay  you  for  the  credit 
that  obtained?    A.  They  didn't  pay  us. 

Q.  They  didn't  pay  you,  but  they  paid  Judge  Hamilton?  A. 
Yes. 

Q.  And  in  that  way  he  got  his  money?  A.  In  that  way  he  got 
his  money. 

Q.  So  it  was  not  a  payment  direct  by  the  State  to  you  and  you 
to  Judge  Hamilton?    A.  'No,  sir. 

Q.  But  a  credit  allowed  by  the  State  to  others  who  paid  Judge 
Hamilton.  Now,  then,  it  would  seem,  according  to  this,  that  Judge 
Hamilton  had  received  the  full  amount  of  money?  A.  He  cer- 
tainly has  in  that  instance,  yes,  Mr.  Hughes. 

Q.  And  there  still  remains  out  of  this  total  of  $253,323.27  a 
balance  to  which  you  are  still  entitled  to  credit  by  reason  of  the 
refund  of  $63,090.18?    A.  Those  are  the  figures,  I  think. 

Q.  ISTow,  I  understood  you  to  say  the  other  day,  that  Judge 
Hamilton  when  he  went  away,  or  at  some  time  in  the  summer, 
referred  to  the  amount  to  which  he  was  entitled  from  the  company 
as  an  offset  to  the  $235,000  we  were  speaking  of  ?•   A.  Yes. 

Q.  Apparently  he  got  this  amount  without  using  any  part  of 
that  as  an  offset?  A.  Yes;  he  did.  But,  Mr.  Hughes,  beyond 
the  amount  that  was  coming  to  him  from  the.  State  of  l^ew  York, 
our  total  premiums  involved  in  that  transaction  were  $413,000  in 
other  States.  Under  the  reciprocal  law  the  Attorney-General 
made  a  decision  that  this  decision  of  the  Court  of  Appeals  ap- 
plied to  the  companies  of  other  States,  and  we  had  $140,000 
of  such  claims,  of  which  he  was  entitled  to  $44,000. 

Q.  So  that  his  fees  in  this  matter  through  this  decision  amounted 
not  to  $92,000  but  to  $196,000?  A.  $90,000  in  this  State  and 
$40,000  in  the  other  five  States. 

Q.  Having  a  similar  contingency  arrangement  as  to  those?  A. 
On  the  recovery. 

Q.  ISTow,  has  he  received  that  amount?    A.  No;  he  has  not. 

Q.  So  when  you  referred  the  other  day  to  having  some  eighty 
or  ninety  thousand  dollars  to  offset  you  didn't  mean  that?    A.  No. 

Q.  You  meant  some  $44,000  to  offset?    A.  Did  I  say  $80,000? 

Q.  I  am  under  the  recollection  you  said  about  $85,000?  A.  I 
think  not,  I  think  I  said  the  balance  was  $75,000,  made  up  of 
this  $44,000  snd  his  bills  unpaid. 
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Q.  You  intended  to  refer  to  those  other  matters?  A.  I  in- 
tended, of  course,  to  refer  to  the  tax  matter,  just  as  you  are  read- 
ing there.  That  involved  all  those  other  States — Connecticut, 
Massachusetts,  Illinois  and  New  Jersey. 

Q.  And  how  much  did  you  figure  would  be  coming  to  him 
this  year  ?  A.  About  $45,000  coming  from  taxes,  and  I  assume 
his  bills  this 'year  will  be  $120,000. 

Q.  $120,000?    A,  Yes,  sir. 

Q.  Making  a  total  of  about .    A.  About  $160,000,  which 

would  leave,  according  to  your  estimate,  about  $75,000  or  $80,000 
if  such  an  offset  were  allowed  ?    A.  Yes,  sir. 

Q.  Well,  now  we  find  that  these  amounts  do  not  amount  ap- 
parently to  this  $162,000  that  was  deposited  on  September  1st, 
except  his  getting  his  fees.  You  thinli  he  may  have  put  it  in 
that  account?  A.  Well,  September  1st,  he  was  not  here  and 
therefore  I  can't  conjecture  as  to  what  that  $162,000  is. 

Q.  The  only  point  I  want  to  ask  you  in  regard  to  it  is  whether 
the  New  York  Life  on  or  before  September  1st,  apart  from  this 
interest  payment,  paid  him  any  money  ?  A,  Not  a  dollar  this 
year. 

Q.  Not  a  dollar?    A.  No. 

Q.  I  find  that  on  June  23,d  there  was  deposited  to  the  cerdit 
of  Mr.  Hamilton  in  the  Albany  Trust  Company  $34,102.16,  and 
on  June  24th,  $21,9-61.93.  Bid  the  New  York  Life  pay  him  any 
money  at  that  time  ?  A.  The  New  York  Life  has  paid  Judge 
Hamilton  this  year  ,$12,664.90,  and  not  another  dollar. 

Q.  Of  course,  this  account  you  hand  me  refers  to  what  pay- 
ments have  been  made  under  law  expenses?  A.  And  there  are 
no  other  payments.     He  has  had  nothing  else. 

Q.  The  other  day  you  know  we  found  the  $235,000,  which  does 
not  figure  there.  A.  That  wasn't  in  this  year  ?  I  am  referring 
to  this  year. 

Q.  And  the  fact  that  there  were  such  items  leads  me  to  ask 
whether  there  was  anything  outside  of  this.  A.  No,  sir,  there 
was  not. 

•Q.  And  you  know  nothing  about  the  source  of  these  moneys  ? 
A.  I  do  not. 

Q.  Now,  I  merely  want  to  ask  you  just  an  additional  question, 
if  you  at  any  time  had  any  conversation  with  Judge  Hamilton 
or  with  anybody  else  in  which  you  have  gained  any  informatioTi 
as  to  what  was  done  by  Judge  Hamilton  with  the  moneys  which 
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you  placed  in  his  hands  for  the  purpose  of  avoiding  any  unde- 
sirable legislation  ?  A.  I  have  absolutely  no  knowledge  what- 
ever. 

Q.  In  this  State  or  anywhere  else?    A.  Or  anywhere. 

Q.  Now,  you  say  you  had  no  knowledge.     Of  course,  you  did 

not  mean A.  I  mean  a  general  knowledge,  but  not  specific 

knowledge,  that  he  ever  paid  anyone  one  dollar  for  any  improper 
purpose  or  any  wrong  purpose  or  any  other  interest  than  to 
protect  our  interests  in  this  State.  I  mean  about  bribery  or  buy- 
ing legislators.  I  Avish  to  be  emphatic  about  that.  That  never 
was  discussed  between  us  and  nothing  of  that  kind  was  ever  men- 
tioned. 

Q.  Did  you  have  any  information  as  to  what  was  done  with  it? 
A.  ISTo;  except  as  I  tell  you  he  was  given  the  entire  United  States 
and  Canada  to  manage  in  this  direction,  and  all  I  know  was  he 
performed  his  duty  to  the  best  of  his  ability. 

Q.  Jfow,  have  you  from  time  to  time  given  Judge  Hamilton 
orders  directed  to  branch  ofBces,  or  agency  offices  of  the  New 
York  Life,  telling  them  to  supply  Judge  Hamilton  with  money  ? 
A.  That  is  the  way  he  got  his  money.  During  the  year  he  would 
make  up  his  accounts,  I  fancy  from  the  statements,  that  we  got, 
and  say  now  I  am  going  out  to  settle  my  indebtedness,  and  he 
would  get  orders  on  our  branch  offices,  with  an  order  to  pay  him 
say  $200,000  in  Illinois,  or  $200,000  in  Wisconsin,  and  that  is  the 
way  he  procured  his  money. 

Q.  Those  moneys  went  through  the  branch  office  account  ?  A. 
Yes,  and  they  are  in  these  sums. 

Q.  Oh,  they  came  back  to  the  home  office  ?  A.  Charged  to  law 
expenses. 

Q.  So  these  accoimts  from  the  branch  offices,  when  they  come 
up,  are  ledgerized  by  you  and  distributed  so  the  books  will  show 
all  the  money  that  advanced  through  the  branch  offices  to  Judge 
Hamilton  ?    A.  Yes,  sir. 

Q.  And  the  purpose  for  which  it  was  used?    A.  Every  dollar. 

Q.  Did  you  direct  the  agencies  of  the  New  York  Life  through 
various  States  to  give  Judge  Hamilton  any  money  in  cash  ?  A. 
No;  I  would  direct  them  to  pay  on  this  warrant.  He  would 
take  with  him  his  receipt  for  a  thousand  dollars  or  two  thousand 
dollars  and  that  he  would  take  to  the  branch  office  and  get  the 
money.  How  he  got  it,  whether  in  cash  or  in  checks,  I  don't 
know. 
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Q.  Did  you  supply  the  branch  offices  with  any  information  as 
to  what  this  was  to  be  used  for?     A.  Never. 

Q.  Or  did  you  provide  for  their  receiving  any  voucher  other 
than  his  receipt  ?    A.  That  ^vas  all. 

Q.  Didn't  you  get  from  Judge  Hamilton  any  information  as  to 

why  he  wanted,  say  in  Rhode  Island  or  Illinois,  or  Iowa . 

A.  No  other  reason  in  the  world,  but  that  he  had  his  arrangement 
in  all  the  States  and  would  attend  to  them  accordingly. 

Q.  And  as  he  traveled  around  through  the  States,  when  he  got 
to  the  point  where  he  needed  any  money,  he  could  go  to  the 
branch  office  with  that  order  and  they  v/ould  give  him  the  money  ? 
A.  That  is  right. 

Q.  Why  wasn't  the  money  given  him  at  your  office?  A.  I 
suppose  the  convenience  of  his  going  out  and  traveling  to  the 
different  places.  He  never  had,  of  course,  any  order  that  per- 
mitted him  to  go  to  get  all  the  money  he  wanted. 

Q.  If  Judge  Hamilton  had  wanted  to  use  any  of  these  moneys 
for  the  purpose  of  aiding  in  the  election  of  a  particular  legislator 
or  defeating  the  election  of  an  obnoxious  man,  he  could  have 
done  it  without  the  matter  being  brought  to  your  attention  ?  A. 
He  could  have  done  it,  yes. 

Q.  And  you  don't  know  anything  about  it,  whether  he  did  or 
not  ?  A.  I  do  not,  Mr.  Hughes ;  I  don't  think  he  used  it  for  that 
purpose,  however. 

Q.  You  spoke  of  the  Providence  Mutual  Life  Insurance  Com- 
pany.    That  is  a  stock  company,  is  it  not  ?    A.  It  is,  yes. 

Q.  Do  any  of  the  officers  of  the  New  York  Life  Insurance 
Company  own  any  stock  in  that  company  ?    A.  Not  one. 

Q.  It  is  in  the  New  York  Life  Building?  A.  It  is  a  tenant; 
that  is  all. 

Q.  That  is  all  the  relations  any  of  the  officers  have  to  it?  A. 
Except  I  am  a  policy  holder. 

Q.  But  you  have  no  lien  upon  the  stock  ?    A.  No,  sir. 

Q.  Or  option  upon  it  ?    A.  Not  at  all. 

Q.  Or  any  interest  in  it  ?  A.  Not  the  slightest,  directly  or  in- 
directly. 

Q.  What  led  the  company  to  locate  in  your  building  *  A.  Mr. 
Scott;  I  was  formerly  in  touch  with  the  Equitable,  and  when  we 
got  our  building  he  said  he  would  like  to  come  and  take  .rooms 
in  our  building  and  I  was  encouraging  good  tenants,  and  told  him 
to  come.    There  is  no  other  connection  with  the  stock,  and  no  one 
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connected  with  the  New  York  Life  is  in  any  way  connected  with 
tlie  stock. 

Q.  Now,  my  attention  is  called  to  the  fact  that  these  taxes, 
which  were  paid  about  October  1st,  or  September  29,  1904,  for 
the  year  1903,  amounted  to  $111,139.04.    A.  Yes. 

Q.  And  this  apparently  was  paid  in  two  items,  one  of  $75,000 
and  one  of  $36,139.04.  Can  you  tell  me  whether  the  $75,000 
came  from  the  oSTew  York  Life  directly,  not  going  through  Judge 
Hamilton?  A.  It  was  paid  in  a  check  to  the  Comptroller  of  the 
State. 

Q.  That  $75,000?    A.  Yes. 

Q.  But  the  entire  amount  of  $111,139.04  had  been  placed  in 
Judge  Hamilton's  hands  in  June,  1904  ?    A.  Yes,  it  had. 

Q.  That  exact  amount?    A.  Yes,  it  had. 

Q.  Can  you  explain  how  it  was  that,  if  he  had  been  provided 
with  the  entire  amount  to  pay  the  tax,  he  only  paid  $36,139.04  of 
it,  and  the  company  afterwards  paid  the  $75,000?  A.  Yes,  Mr. 
Hughes,  I  can.  In  June  the  tax  is  payable  of  $111,139.04.  The 
case  had  been  argued  but  no  decision  had  been  made  and  he 
came  to  the  office  one  day  and  said,  "  I  don't  know  whether  we  will 
get  a  decision  during  this  term  of  the  Court  or  not,  and  you  may 
have  to  pay  that  tax,"  and  so  a  check  was  provided  for  the  exact 
amount  of  the  tax  and  given  to  him.  Subsequently  he  said  to 
me,  "  Well,  ther€  is  no  decision  handed  down  yet.  I  want  per- 
mission to  use  of  that  $111,139.04  such  amount  as  will  defray  my 
bill  for  the  rest  of  the  year,  and  if  I  call  on  you  for  the  payment 
of  the  tax  later  on.  I  want  such  a  sum  of  money  as  may  complete 
the  payment  in  case  I  make  that  use  of  it."  He  got  the  $111,- 
139.04  and  no  decision  was  rendered  until  October.  Then  when 
October  came  and  he  said  I  have  got  thirty-six  thousand  or  thirty- 
seven  thousand,  whatever  it  may  be  of  the  unexpended  balance  of 
the  $111,000,  and  I  will  need  $75,000  to  pay  that  tax,  and  in  that 
way  the  check  was  given  to  the  State  Comptroller  and  he  paid  out 
of  his  other  funds  the  $36,000. 

Q.  Now,  at  that  time  did  you  bring  to  his  attention  the  fact 
that  he  iad  this  $235,000  in  his  hands?  A.  No,  I  never  con- 
nected the  two  things  together,  Mr.  Hughes. 

Q.  It  is  suggested  that  I  bring  to  your  attention  your  testi- 
mony- that  a  great  deal  of  work  was  done  for  you  in  appearing 
before  Committees  of  Legislatures.  Will  you  e:^la-in  how  these 
bills  which  were  inimical  to  your  company,  which  have  some- 
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times  been  called  strike  bills,  could  be  defeated  by  appearance  be- 
fore committees,  and  arguments?  A.  Not  necessarily  a  defeat, 
but  I  think  the  mere  argument  before  a  committee  on  a  bill — 
I  don't  recall  my  exact  testimony  there,  and  even  as  yon  speak 
of  it  now,  I  would  like  to  refresh  my  memory  as  to  any  statement 
I  made  at  that  time — but  I  think  that  any  bill,  whether  it  be 
good  or  bad,  can  best  be  shown  up'  by  a  public  discussion  of  its 
merits  or  demerits,  as  the  case  may  be. 

Q.  Now,  our  attention  has  been  called  to  a  loan  made  by  the 
New  York  Life  Insurance  Company  to  John  K.  Hegeman.  A. 
Yes. 

Q.  Which,  for  a  number  of  years — or  I  won't  say  a  number  of 
years,  but  for  a  considerable  period,  ran  at  the  rate  of  1^  per 
cent,  interest.  Will  you  explain  with  whom  that  loan  was  nego- 
tiated?   A.  With  Mr.  Gibbs,  our  treasurer,  Mr.  Hughes. 

Q.  Do  you  know  why  it  was  made  at  that  low  rate  of  interest? 
A.  No,  I  didn't  know  it  was  made  until  after  it  was  on  the  books 
of  the  company.  My  attention  was  not  called  to  it,  and  nothing 
was  said  to  me  about  it.  Of  course,  Mr.  Hughes,  there  is  no 
question  about  the  loan,  is  there  ?    That  isn't  raised  ? 

Q.  No.  The  point  is  simply,  how  it  happened  it  should  be  made 
at  that  rate  of  interest  ?    A.  I  don't  know. 

Q.  It  is  below  the  market  rate  for  money  for  a  large  part  of 
the  time?  A.  I  don't  know.  I  had  a  loan,  too,  with  Mr.  Hege- 
man himself  at  a  low  rate  of  interest,  and  it  was  increased  to  2 
per  cent,  or  2^  per  cent. 

Q.  You  mean  with  the  Metropolitan  Life  ?  A.  AVith  the  Metro- 
politan Life. 

Q.  When  did  you  get  a  loan  from  the  Metropolitan  Life  ?  A.  I 
think  about  two  years  ago;  maybe  two  years  and  a  half;  I  am 
not  so  sure  about  the  date. 

Q.  Are  you  a  director  of  the  Metropolitan  Life  ?     A.  I  am. 

Q.  And  were  you  at  that  time  ?     A.  I  was. 

Q.  With  whom  did  you  negotiate  that  loan  ?  I  mean  what 
officer  representing  the  Metropolitan  Life  ?     A.  Mr.  Hegeman. 

Q.  Was  that  loan  made  first  to  you  on  January  22,  1903  ?  A.  I 
think  that  is  the  date." 

Q.  Eor  $50,000  ?     A.  Yes.  .      ■ 

Q.  And  the  rate  of  interest  was  1|  per  cent.?  A.  Yes;  I 
think  that  is  ri^ht. 

Q.  And  then  on  January  22,  1904,  it  was  renewed  ?  A.  Yes, 
it  still  exists. 
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Q.  And  this  was  renewed  and  ran  through  the  year  1904  a1 
1%  per  cent,  rate  ?     A.  Yes. 

Q.  And  on  March  11,  1904,  an  additional  loan  of  $25,000  was 
made  to  you  by  the  Metropolitan  Life  ?     A.  Yes. 

Q.  At  1%  per  cent.  ?     A.    Yes. 

Q.  And  that  continued  through  the  year  1904  ?     A.    It  did. 

Q.  And  is  that  the  amount  still  outstanding,  $75,000  ?  A.  That 
is  right;  $75,000. 

Q.  And  the  rate  of  interest  remained  1%  per  cent,  until  July 
1,  1906  ?     A.  Until  this  year. 

Q.  Until  July  1,  1905  ?     A.  I  guess  that  is  right. 

Q.  And  then  it  was  changed  to  2%  per  cent.  ?  A.  I  have  paid 
2%  per  cent,  this  year. 

Q.  Will  you  kindly  explain,  Mr.  McCall,  how  you  could  justify 
taking  a  loan  from  the  Metropolitan  Life  at  that  rate  of  interest  ? 
A.  I  would  have  taken  it  at  a  lower  rate  if  they  would  have 
given  it. 

Q.  Well,  you,  as  a  director  of  the  Metropolitan  Life,  were 
interested  in  seeing  that  its  investments  were  made  at  a  proper 
return.  A.  l^ow,  do  you  think  it  was  for  me  to  decide  the  rate 
of  interest  ? 

Q.  You  were  a  director.  I  am  calling  your  attention  to  that. 
A.  It  is  a  stock  company,  Mr.  Hughes. 

Q.  But  your  duty  as  a  director  stiU  gave  you  an  interest  in 
its  investments?  A.  I  don't  think  my  duty  as  a  director  called 
on  me  to  pay  a  higher  rate. 

Q.  You  then  claim  it  would  be  proper  for  you  to  take  money 
from  that  company  without  interest  if  they  were  willing  to  give 
it  ?     A.  Oh,  no ;  that  is  reductio  ad  absurdem. 

Q.  So,  I  understand.  But  are  we  to  understand  that  you  did 
not  allow  your  relations  with  the  company  as  a  director  in  any 
way  to  come  into  your  mind  when  you  were  dealing  with  this 
matter  for  your  personal  interest  ?     A.  l^o. 

Q.  Are  you  on  any  of  the  committees  of  the  Metropolitan  Life  ? 
A.  I  have  never  served  on  a  committee. 

Q.  Do  you,  as  a  director  of  the  Metropolitan  Life,  know  that 
loans  have  been  made  to  J.  K.  Hegeman  by  the  Metropolitan 
Life  at  1%  per  cent,  interest?     A.  ISTo. 

Qr  That  has  never  been  brought  to  your  attention.     I  under- 
stand that  Mr.  Albert  McOlave  is  employed  by  the  I^ew  York 
Life  in  some  capacity?     A.  Yes. 
87 
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Q.  He  is  a  son-in-law  of  yours,  I  believe  ?     A.  He  is. 

Q.  Now,  what  contract  has  he  with  the  New  York  Life?  A.  A 
regular  iaspector's  contract.  I  think  he  draws  $10,000  a  year  nnd 
he  receives  $5,000  additional. 

Q.  And  what  is  that  for?  You  mean  as  a  part  of  his  stipu- 
lated compensation?  A.  Yes;  it  is  a  part  of  his  compensaition. 
Hejgets  $15,000  a  year  all  told. 

Q.  Has  he  any  commissions  or  interests  in  renewals  ?  A.  No ; 
nothing  of  that  kind  except  what  he  writes  himself.  If  he  writes 
a  risk  himself  that  is  what  he  does. 

Q.  Then  he  gets  the  usual  commission  ?     A.  Yes. 

Q.  But  aside  from  what  business  he  personally  writes  his  total 
compensation  is  $15,000  a  year?     A.  That  is  right. 

Q.  Attention  has  also  been  called  to  the  fact  there  is  a  Mr. 
John  A.  Horan  in  your  company?    A.  Yes,  there  is. 

Q.  Is  he  related  to  you?  A.  Yes  he  is;  he  is  Mrs.  McCall's 
brother. 

Q.  What  is  his  relation  to  the  society?  A.  Auditor  at  the 
Paris  office. 

Q.  How  much  does  he  get?    A.  $7,500  a  year. 

Q.  Has  he  anything  in  addition  to  that  specified  salary?  A. 
No. 

Q.  We  were  shown  the  other  day  certain  checks  made  by  the 
Equitable  Life  to  Andrew  Hamilton  for  certain  moneys;  I  forget 
the  amount;  which  checks  apparently  were  cashed  at  the  New 
York  Life  office;  they  bore  Mr.  Banta's  endorsement.  Do  you 
know  what  that  was  for?  A.  Well,  only  from  Mr.  Banta.  He 
said  there  was  a  check  from  the  Equitable  Life  to  Hamilton,  who 
came  to  him  to  get  the  money,  to  check  his  endorsement  on  it.  It 
didn't  go  on  the  New  York  Life  books  at  all,  Mr.  Hughes;  had 
nothing  to  do  with  that. 

Q.  It  was  simply  cashed  up  there?  A.  That  is  all.  It  was 
either  cashed  there  or  the  signature  guaranteed  at  the  bank,  I 
don'fr-know  which. 

Q.  One  case  it  .was  that  and  other  case .     A.  Had  no  re- 

latioXvsdth  the  New  York  Life  at  all  —  the  deposit  I  mean. 
^  Q.  Do  you  know  of  any  practice  of  the  insurance  companies 
contributing  equally  in  regard  to  their  defensive  tactics?     A. 
Yes,  I  do  know  of  one  instance.     Shall  I  tell  it? 

Q.  Will  you  kindly  tell  it,  yes.  A.  In  the  State  of  Wiscon- 
sin an  action  was  brought  against  the  Equitable  Life  by  the  Com- 
missioner of  the  State  to  oust  them,  and  the  litigation  extended 
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over  a  period  of  two  years,  involving  the  right  to  issue  a  deferred 
dividend  contract.  It  affected  all  of  the  companies,  because  they 
■were  all  issuing  the  same  kind  of  a  contract,  and  we  agreed  thai 
if  they  should  go  a^ead  with  the  litigation  that  we  would  stand 
one-third  of  that  expense.  One-third  of  the  expense  was  $10,000, 
I  think  —  no,  it  was  $14,000,  payable  in  two  checks.  The  Com- 
missioner was  defeated  and  the  Equitable  remained  in  the  State. 
I5iit,  Mr.  Hughes,  yoii  will  understand  this,  that  was  entirely 
lit  it  a  lion  before  the  court.  I  have  the  checks  for  that  here,  if 
you  desire  to  see  them. 

Q.  That  is  the  only  matter  of  that  sort  where  the  companies 
contributed  equally  ?    A.  That  is  the  only  one  I  know  of. 

Q.  The  reason  I  ask  you  that,  is  we  have  evidence  of  such 
contributions  between  the  Equitable  and  Mutual .     A.  No. 

Q.  But  as  to  the  itfew  York  Life .     A.  ISTo,  this  is  the 

only  case  T  know  of.  That  entirely  related  to  a  suit  in  the  courts 
on  the  question  whether  any  company  had  a  right  to  issue  a  de- 
ferred dividend  contract. 

Q.  My  attention  has  also  been  called  to  legislation  of  this 
State  putting  Chicago  &  Alton  bonds  in  1903  upon  what  ft  called 
the  savings  bank  list?    A.  Yes. 

Q.  Do  you  recall  the  promotion  of  that  legislation?  A.  Nbl, 
at  all.  The  Hew  York  Life,  Mr.  Hughes,  had  no  more  to  do  with 
that  than  the  man  in  the  moon  had  to  do  with  it. 

Q.  The  New  York  Life  had  invested  previously  quite  largely 
in  those  bonds?    A.  Yes,  in  those  bonds. 

Q.  Well,  am  I  to  understand  that  it  was  not  contemplated  by 
the  officers  of  the  New  York  Life  that  this  legislation  if  enacted 
would  increase  the  value  of  the  bonds?  A.  Oh,  doubtless  that 
was  the  idea,  undoubtedly,  that  it  would. 

Q.  But  as  a  matter  of  fact .     A.  A  low  rate  of  interest 

and  they  didn't  do  it. 

Q.  And  the  savings  banks  did  not  take  the  bonds?  A.  Th^^ 
savings  banks  did  not  take  the  bonds.  Understand,  Mr.  Hughes, 
Ave  had  nothing  to  do  with  it. 

Q.  I  take  it  you  mean  to  make  that  very  emphatic,  that  youv 
company  had  nothing  to  do  with  that  in  any  way,  shape  or  man- 
ner?    A.  Not  in  any  form,  not  directly  or  indirectly. 

Q.  Now,  is  it  a  fact  that  money  is  sent  from  the  Paris  office  to 
New  York  from  time  to  time  for  use  here  that  does  not  appear 
on  the  books  of  the  company?  A.  No;  I  don't  recall  any  such 
instances,  Mr.  Hughes. 
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Q.  Do  you  recall  that  moneys  from  time  to  time  are  sent  froin 
the  Paris  office  ?  A.  Oh,  yes,  but  that  is  in  the  general  accounts 
of  the  company  and  comes  in  the  usual  way. 

Q.  Tou  mean  in  the  remittances  of  balances  from  time  to  time  ? 
A.  Yes. 

Q.  What  I  refer  to  are  cases  where  moneys  might  be  put  on 
deposit  somewhere  to  be  available  for  use  ?     A.  Yes. 

Q.  That  has  not  occurred?  A.  I  don't  recall  any  such  occa- 
sion. 

Q.  They  had  up  this  Paris  office  retiirn  on  investment  as  con- 
nected with  the  general  question  of  extension  of  business,  cost 
of  new  business,  cost  of  getting  it,  and  how  far  certain  proceed- 
ings are  advisable  in  the  interests  of  policy  holders,  Which,  as  I 
understand  from  your  own  statement,  constitutes  some  of  the 
most  perplexing  questions  in  insurance — is  not  that  so  ?     A.  Yes. 

Q.  Will  you  kindly  explain  what  the  reason  was  for  the  ex- 
pense connected  with  the  Paris  office  building  which  comes  to  a 
total  of  actual  cost  of  some  two  millions  and  a  half?  A.  Yes. 
The  original  Paris  building,  of  course,  was  purchased  before  my 
administration,  but  it  was  an  old  building  built  really  of  the  stones 
of  the  old  Bastile,  and  was  intended  to  be  a  restaurant  and  was 
not  at  all  adequate  for  office  purposes,  but  for  the  time  being 
served  the  purpose,  and  it  had  a  name  and  a  trade  mark  and  was 
known  as  the  Cafe  Eiche,  and  the  company  occupied  a  part  of  it. 
I  am  speaking  now  more  of  the  history  of  the  building  than  of 
anything  else.  Our  European  business  grew  so  largely  that  this 
building,  as  I  say,  was  absolutely  useless  for  our  purposes,  so  the 
old  building  was  destroyed  and  the  new  building  put  on  the  site 
which  the  company  occupied  in  its  entirety  except  one,  the  ground 
floor. 

Q.  Well,  now,  on  the  new  building  there  was  spent  in  con- 
struction, according  to  the  evidence,  about  a  million  and  a  quar- 
ter?    A.  Yes. 

Q.  Some  twice  as  much  as  the  building,  for  example,  of  your 
company  in  Minneapolis  ?     A.  Yes. 

Q.  Now,  what  was  the  reason  for  that?  A.  It  was  the  head- 
quarters of  Europe,  and  Paris,  as  you  know,  is  a  show  city  where 
all  Europeans  go  at  some  time  of  the  year.  It  was  helpful  to  us 
in  that  respect,  and  all  our  foreign  business  was  absolutely  man- 
aged from  this  central  part,  just  as  though  the  company  was  a 
company  in  itself  with  its  headquarters  at  Paris. 
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Q.  So  that  for  sentimental  and  advertising  reasons  it  was  good 
to  have  the  building  there  ?     A.  Yes,  it  was. 

Q.  And  aside  from  that,  what  I  am  getting  at  is  how  that 
amount  of  money  could  he  expended  on  the  building  actually  put 
there?     A.  $1,250,000? 

Q.  Yes.     A.  Oh,  yes. 

Q.  It  was  spent,  I  understand  that,  but  how  did  it  happen 
such  a  large  amount  was  expended  in  purchasing  the  building  you 
actually  have?  A.  It  is  a  very  showy  building.  I  don't  know 
whether  you  have  ever  seen  it  or  not. 

Q.  Yes;  I  have  seen  it.  A.  And  it  is  really  a  conspicuous 
building  in  Paris.  The  contracts  were  duly  let  and  we  took  all 
precautions  regarding  it,  and  I  wish  to  say  as  a  general  remark 
that  wtat  we  value  our  real  estate  at  is  not  at  all  in  connection 
with  cost  or  what  the  value  may  be.  We  do  not  want  to  sell,  but 
I  do  want  the  N"ew  York  Life  not  to  carry  its  real  estate  as  any- 
thing more  than  a  3%  per  cent,  earning  basis. 

Q.  That  has  been  explained.  Mention  has  also  been  made  of 
your  Russian  investments.     A.  Yes. 

Q.  Investment  in  Russian  bonds  ?     A.  Yes. 

Q.  Do  I  understand  that  the  Russian  Railroad  securities  are 
guaranteed  by  the  Russian  government  as 'to  principal  or  only  as 
to  interest  ?  A.  I  understand  they  are  guaranteed  as  to  principal 
and  interest 

Q.  Have  you  looked  into  that  question  ?  A.  No ;  I  have  not, 
definitely,  but,  of  course,  Mr.  Hughes,  you  understand  in  Russia 
the  meney  comes  from  our  premiums  gathered  there.  We  don't 
take  money  from  the  United  States  to  invest  in  Russia.  It  is 
from  the  premiums  gathered  there. 

Q.  What  is  the  total  amount  you  have  there  invested  ?  A.  I 
should  say  offhand  $16,000,000.  We  have  sixty  millions  of 
business  in  Russia.  And  if  it  is  at  all  of  interest  to  know,  out  of 
that  sixty  millions  of  business  we  had  but  two  losses  in  the  Rxisso- 
Japanese  war. 

MR.  TULL Y :    How  much  did  those  two  losses  amount  to  ? 

THE  WITNESS:    $7,500. 

Q.  I  find  here  a  statement  purporting  to  have  been  written  by 
the  company  to  one  of  its  agents.  Of  course  I  cannot  vouch  for 
the  authenticity  of  it,  but  I  want  to  know  if  it  does  reflect  the 
attitude  of  the  management.  It  says  "though  the  management  is 
disposed  to  encourage  policies  for  annual  dividends  there  is  no 
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absolute  rule  that  no  such  policy  should  be  written."  Now,  is 
it  the  policy  of  the  company  to  discourage  policies  with  annual 
dividends  ?    A.  Yes ;  we  don't  believe  in  them. 

Q.  I  should  be  very  glad  for  you  to  state  why  you  don't  believe 
in  them?  A.  Because  the  cost  of  getting  the  business  in  the 
earlier  years  makes  the  annual  dividend  policy  holder  a  dissatis- 
fied policyholder. 

Q.  In  other  words,  in  each  year  if  the  proceeds,  if  the  distribu- 
tion of  the  results  of  the  year,  were  credited  to  the  policyholders 
annually  what  they  would  be  entitled  to,  you  think  they  would 
be  dissatisfied  ?  A.  Yes ;  I  do,  say,  for  three  years.  On  the  third 
year  practically. 

Q.  Are  there  companies  which  do  an  annual  dividend  business 
largely  ?    A.  Yes,  there  are  companies. 

Q.  You  have  studied  the  question,  I  suppose,  of  comparative 
methods  ?  A.  Yes.  There  are  companies  that  do  an  annual  divi- 
dend business,  Mr.  Hughes. 

Q.  Do  you  think  they  find  that  difiiculty?  A.  Yes,  because 
they  don't  begin  to  do  one-fiftieth  part  of  the  b\isiness  that  we  do, 
and  I  should  like,  Mr.  Hughes — ^will  you  let  me  make  a  sugges- 
tion right  here  ? 

Q.  Yes,  go  on.  A.  I  think  this  morning's  investigation  de- 
veloped one  thing,  I  think  in  justice  due  the  IsTew  York  Company 
that  this  committee  should  ask  for  the  contracts  of  some  of  the 
annual  dividend  companies  doing  business  in  this  state,  or  of  their 
agents. 

Q.  We  certainly  shall  do  so.  A.  The  talk  this  morning  ran 
along  the  lines  that  we  paid  a  less  commission  on  annual  dividend 
policies  than  the  others.  That  is  true,  because  we  are  a  deferred 
dividend  company  you  may  say,  but  I  will  guarantee  you  if  you 
call  for  the  contracts  of  the  annual  dividend  companies  in  this 
state  you  will  be  amazed  to  see  what  they  pay. 

Q.  We  will  certainly  have  those  matters  in  evidence  before 
we  get  through.  A.  You  will  find  some  of  them  pay  20  per  cent, 
a  year  more  than  we  do. 

Q.  What  is  that  ?  A.  You  will  find  that  the  annual  dividend 
companies  have  got  contracts  in  existence  that  will  call  for  20 
per  cent,  more  commission  than  we  pay. 

BY  MR.  EOGEES : 

Q.  Can  you  give  the  names  of  the  companies  that  you  char- 
acterize? A.  I  should  like  if  you  would  excuse  me  from  doing 
that,    I  will  do  it  privately. 
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BY  MR.  HUGHES: 

Q.  How  do  they  get  along  if  they  pay  so  high  and  they  are 
on  an  annual  dividend  basis?  A.  They  do  that  very  thing  that 
you  were  criticising  by  innuendo  this  morning,  as  to  where  you 
provide  for  your  reserve  in  the  first  year.  They  take  it  out  of  the 
surplus  that  has  been  accumulated  in  the  company  and  pay  it. 

Q.  Of  course,  that  is  the  same  thing  that  is  done  by  the  New 
York  Life,  is  it?  A.  Yes,  but  it  appears  that  we  are  the  only 
offenders. 

Q.  Oh,  there  are  others?    A.  Yes,  there  are  others. 

Q.  I  think  I  asked  you  the  other  day  as  to  whether  you  ever 
had  any  interest  in  any  syndicate?  A.  Yes,  you  asked  me  the 
question,  and  I  said  I  never  had  any  interest  in  any  syndicate 
that  sold  securities  to  the  K'ew  York  Life.  Please  don't  under- 
stand that  I  haven't  had  an  interest  in  syndicates.  I  don't  want 
that  understood. 

Q.  Oh,  no,  you  have  had  an  interest  in  syndicates,  I  under- 
stand.   A.  Yes. 

Q.  But  you  have  not  had  an  interest  in  a  syndicate  where  the 
New  Yojk  Life  buys  bonds?    A.  No,  I  have  no  interest. 

Q.  We  have  had  here,  for  instance,  a  great  deal  of  evidence  as 
to  the  flotation  of  syndicates  which  are  now  owned  by  the  New 
York  Life?  A.  Let  me  be  precise  about  it.  The  New  York 
Life  has  been  in  73  syndicate  transactions.  I  have  participated 
in  two  of  them  in  which  I  made  $2,000  out  of  the  73,  and  in  none 
that  have  sold  securities  to  the  company. 

Q.  Which  were  those  two  cases?  A.  The  International  Ma- 
rine?   That  has  not  been  dissolved. 

Q.  Were  you  in  that?  A.  Fellow-feeling  makes  us  wondrous 
kind. 

Q.  What  was  your  interest  in  that?    A.  $100,000. 

Q.  That  isn't  one  of  the  class  that  pay  $2,000?  A.  I  will  sell 
it  to  you  for  what  I  paid  for  it. 

Q.  Well,  you  would  have  to  buy  it  back  the  next  day.  A.  I 
wish  you  would  give  me  a  little  leeway  of  three  days  on  that. 

Q.  Just  go  on,  Mr.  McCall,  if  you  will,  and  mention  the  others? 
A..  The  Chicago,  Burlington  &  Quincy.  I  have  got  $20,000  in 
that,  and  got  $2,000  in  profit  out  of  it. 

Q.  And  you  say  the  New  York  Life  did  not  buy  any  bonds  in 
it?  A.  No.  They  bought  bonds,  but  bought  them  in  the  mar- 
ket 
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Q.  Tou  have  called  this  International  Mercantile  Marine  to 
my  attention,  and  I  do  not  know  whether  I  asked  you  if  you 
knew  anything  about  that  transaction  when  $800,000  was  sold 
on  December  3J.st,  and  bought  back  on  January  2d?  A.  With- 
out any  reflection  on  anybody  connected  with  it,  I  don't  know 
anything  about  it. 

Q.  Did  you  suppose  you  had  parted  with  it?  A.  I  heard  there 
was  a  sale  at  90  and  afterwards  I  heard  it  didn't  materialize. 

0.  You  knew  the  $80,000  was  to  be  sold?    A.  Yes,  I  did. 

Q.  Did  you  suppose  that  was  an  absolute  sale?    A.  I  did. 

Q.  And  you  were  surprised  when  these  same  things  came  back? 
A.  I  wa'B  surprised  afterwards  -  that  the  man  who  wanted  it  at 
90  didn't  take  it. 

0-  The  case  was  that  it  was  sold  at  par  and  bought  back  at  par? 
A.  'No;  I  knew  nothing  about  that. 

Q.  That  was  the  earlier  transaction  at  the  end  of  1903?  A.  I 
don't  know  anything  about  that. 

Q.  Either  of  that  sale  or  the  repurchase?    A.  No,  I  did  not. 

Q.  That  was  handled  exclusively  by  Mr.  Perkins?  A.  Mr. 
Perkins  and  Mr.  Randolph  handled  that.  I  should  like  to  say, 
Mr.  Hughes,  too,  for  the  record,  that  I  am  not  a  stockholder  in 
the  Metropolitan  Life. 

Q.  How  long  have  you  been  a  director  there,  Mr.  McCall? 
A.  I  think  about  eight  years,  maybe  a  little  longer. 

Q.  I  want  to  ask  you  this  question:  I  understand  you  said  in 
April,  1901,  substantially  as  follows:  "Mr.  Perkins  severs  his 
connection  with  the  ISTew  York  Life  completely  when  lie  enters  the 
firm  of  J.  P.  Morgan  &  Company.  "VVe  don't  believe  it  right  that 
an  officer  of  a  firm  making  such  enormous  investments  as  ourselves 
should  be  connected  with  any  banking  firm  dealing  in  invest- 
ments." Do  you  recall  that  now?  A.  I  don't  recall  just  what  I 
said,  but  the  question  then  up  was  whether  Mr.  Perkins  should  go 
to  J.  Pierpont  Morgan  &  Company  and  stay  with  the  New  York 
Life  and  try  to  give  full  time  to  the  concern.  I  didn't  think  it 
could  be  done. 

Q.  Did  you  change  your  opinion  in  regard  to  this  matter  you 
spoke  of?  A.  Yes.  I  am  a  very  thorough  believer  in  Mr. 
Perkins  being  connected  with  the  New  York  Life  and  with  Mr. 
Morgan. 

Q.  "When  did  you  come  to  that  conclusion?  A.  Well,  I  did 
that,  I  believe,  about  a  year  after  he  went  into  the  firm. 

Q.  You  thought  it  worked  well?     A.  I  thought  jt  did, ' 
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BY  ME.  OHAIEMAl^: 

Q.  Mr.  McOall,  wliile  Mr.  Hughes  is  looking  up  his  data,  do 
you  know  anything  about  the  participation  of  policyholders  of 
foreign  mutual  companies  in  the  concerns  of  their  companies, 
whether  or  not  it  is  general — more  general  than  it  is  in  this 
country?     A.  Participation  of  foreign — ■ — -. 

Q.  Of  foreign  policyholders  in  the  affairs  of  their  mutual  com- 
panies? A.  I  think,  Mr.  Chairman,  that  the  mutual  companies 
on  the  other  side,  are  few  and  far  between;  scarcely  any. 

Q.  You  think  there  are  few?     A.  Oh,  very  few. 

Q.  I  assume  that  in  England  there  must  be  miitual  companies  ? 
A.  Oh,  no,  they  run  to  the  stock  proposition. 

Q.  Mostly  stock  companies?     A.  Almost  entirely. 

Q.  Do  you  find  in  these  bills  that  annoy  you  in  legislatures  that 
the  departmental  influence  is  disregarded  or  departmental  recom- 
mendations are  disregarded  by  the  committees  or  by  the  legisla- 
tures?    A.  Not  always. 

Q.  Do  you  find  the  department  usually  conservative  and  right 
minded  about  measures?  A.  I  will  speak  about  our  own  State 
and  Massachusetts.     They  are  particularly  so. 

Q.  And  the  committees  consider  the  departmental  recommen- 
dations with  some  closeness?     A.  Without  question. 

Q.  Have  you  ever  given  any  consideration  to  a  standard  form 
of  life  insurance  policy,  Mr.  McCall?     A.  Yes,  I  have. 

Q.  Much  consideration?  A.  Not  a  great  deal.  I  never 
thought  it  was  feasible.  Something  might  be  done  along  that 
line. 

Q.  Has  it  been  a  subject  of  discussion  in  insurance  circles  ?  A. 
Not  very  much,  I  think. 

Q.  I  would  be  very  glad  if  you  would  tell  us  briefly  what  you 
think  of  a  standard  form  of  life  insurance  policy,  if  it  can  be 
devised?  A.  Well,  I  think  it  would  be  very  difficult  for  the 
reason  that  the  contract  that  we  would  issue  you  would  find  most 
of  the  smaller  companies  could  not  do  it.  They  could  not  pay  the 
same  surrender  value  and  they  could  not  make  the  loans,  and  they 
could  not  do  many  things,  for  example,  the  New  York  Life 
policy,  if  you  will,  is  absolutely  non-forfeitable  from  date.  We 
do  not  contest  a  policy  for  any  reason  once  we  issue  it.  We 
haven't  any  such  thing  on  our  books.  The  moment  we  issue  a 
contract  to  a  man  we  find  out  in  advance  whether  he  is  capable  of 
paying  the  premium,  we  find  out  his  physical  condition  and  tEen 
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we  don't  have  any  law  suits  with  his  widow.  And  I  do  not  think 
the  smaller  companies  would  want  to  take  that  risk. 

Q.  Well,  if  a  standard  form  of  policy  could  be  devised,  al- 
though as  indulgent  as  the  largest  company  could  issue,  it  would 
yet  be  a  standard  form  for  all  companies,  and  the  objections,  diffi- 
culties, in  the  way  of  drawing  a  standard  form  of  policy  could 
be  overcome,  what  would  you  say  as  to  having  a  standard  form? 
A.  It  may  be  devised  and  I  would  not  say  it  was  objectionable 
either. 

Q.  Would  your  objection  to  a  standard  form  of  life  insurance 
policy  obtain  if  it  was  coupled  with  the  requirement  • —  no  other 
form,  but  requiring  them  to  issue  one  standard  form?  A.  Yes, 
I  think  that  would  be  all  right. 

MR.  HUGHES:  That  is  aU,  Mr.  McOall. 

EY  MR.  ROGERS : 

Q.  1  want  to  ask  you,  Mr.  McOall,  why  in  differentiations  of 
the  deferred  dividend  policyholders,  the  annual  dividend  policy- 
holders, and  dissatisfaction  or  express  a  dissatisfaction  in  the 
course  of  a  few  years.  How  do  you  explain  it?  A.  At  the  ex- 
pense of  the  business  during  the  first  two  or  three  years. 

Q.  At  the  expense  of  the  business .     A.  Because  of  the 

expense  of  the  business  for  the  first  two  or  three  years.  For 
example,  might  I  just  say  a  word  on  that  point  ? 

Q.  I  was  not  clear  what  your  precise  reason  was?  A.  Well, 
take  our  annual  dividend  policies.  We  don't  offer  them;  you 
might  say,  well  the  reason  you  don't  offer  them  is  because  you 
are  a  deferred  dividend  company,  almost  wholly.  Say  eighty  per 
cent  of  our  business.  That  is  true.  Yet  on  the  other  hand  our 
agents  could  issue  annual  dividend  policies,  it  might  be  limited  in 
number,  but  I  am  very  sure  they  v/ould  not  do  near  the  business 
they  now  are  doing.  Let  me  illustrate  that,  if  you  will,  my  point- 
The  Connecticut  Mutual,  one  of  the  best  of  the  companies,  is  an 
annual  dividend  company,  and  at  one  time  it  stood  head  and 
shoulders  to  the  front  among  all  other  companies,  and  yet  to-day 
after  thirty  or  forty  years  of  existence  or  more  the  New  York 
Life  does  in  six  months  as  much  business  as  that  company  has 
got  in  force;  in  six  months  of  a  single  year  we  do  as  much  busi- 
ness as  that  company  has  in  force.  Let  me  carry  that  point 
still  further,  that  the  English  companies,  the  greatest  of  the 
English  companies,  is  the  Equitable,  greatest  because  it  is  the 
oldest  and  it  is  peculiarly  conservative,  and  it  has  no  agents, 


Testimony  of  John  A.  McCall.  1163 

does  business  through  advertising,  and  everyone  knows  that  its 
bonuses  are  very  large  because  they  don't  pay  commissions,  and 
the  simple  appeal  to  the  Englishman  involves  an  appeal  to 
patronize  the  home  company.  That  company  issues  just  one 
policy  a  day,  after  125  years  of  existence,  having  paid  the  great- 
est dividends  and  bonuses;  we  issue  28Y  thousand  policies  in  a 
year.  The  average  man  will  not  insure  through  sentiment. 
You  have  got  to  have  this  man  in  the  field  who  goes  out  and 
takes  Mr.  Rogers  and  Mr.  Hughes  and  Mr.  Chairman,  insures 
his  life  through  pertinacity,  through  keeping  at  him.  That  sort 
of  man  must  be  paid.  It  isn't  every  man  that  can  be  a  life 
insurance  agent.  You  must  have  men  who  are  willing,  if  you 
please,  to  stand  rebuffs  and  come  again,  and  that  class  of  man 
yo\i  have  got  to  pay,  and  I  suppose  it  would  astonish  you  to 
know  that  out  of  our  10,000  agents  they  do  not  earn  $800  a  year 
on  the  average". 

BY  MR.  HUGHES : 

Q.  Almost  as  bad  as  ministers  ?    A.  Some  ministers  ought  not 
to  earn  that  much. 
Q.  Some  agents  do. 

BY  MR.  McKEEl^: 

Q.  There  is  one  question  I  forgot  to  put  on  the  general  line 
this  morning  bearing  on  this  question  of  deferred  dividends.  Of 
course,  you  are  very  familiar  with  the  history  of  the  Equitable, 
and  you  recall  the  original  charter  of  the  Equitable  contained 
what  is  considered  to  be  an  imperative  direction  that  the  surphis 
be  ascertained  every  five  years.  Now,  do  you  recall  the  legis- 
lation in  1868?  A.  Very  well,  Mr.  McKeen,  that  is,  I  recall  the 
legislation  of  1868.  It  was  two  years  before  my  being  in  the 
department,  but  I  am  familiar  with  it. 

Q.  You  are  familiar  with  the  fact  that  in  1868  the  legislature 
passed  a  general  law  removing  that  requirement?     A.  Yes. 

Q.  And  that  a  similar  law  was  passed  a  few  years  later?  A. 
Yes,  sir. 

Q.  Now,  was  that  legislation  prompted  by  the  experience  that 
it  was  unwise  for  a  company  to  be  restricted  as  to  the  precise 
period  when  it  must  ascertain  its  surplus?  A.  Yes.  I  think 
that  legislation  was  undoubtedly  prompted  by  the  Equitable  IJfe. 

Q.  Well,  that  you  pretty  well  know  to  be  the  fact,  do  you  not? 
A.  Yes.     Is  that  all,  Mr.  Chairman? 
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ME.  HUGHES:  Just  a  moment. 

Q.  You  said  the  other  day,  Mr.  McCall,  that  you  were  a  policy- 
holder in  the  New  York  Life  for  a  large  amount.  I  have  for- 
gotten just  what  amount?     A.  $300,000. 

Q.  When  did  you  become  a  policyholder  ?  A.  When  I  went  in 
the  company. 

Q.  1892?    A.  Yes. 

Q.  For  the  full  amount?  A.  ISTo;  I  have  increased  it  from 
year  to  year  as  my  income  increased. 

Q.  Do  you  know  what  the  returns  have  been  to  the  policy- 
holders by  the  old  Equitable?  A.  Yes,  I  think  the  last  bonus, 
it  was  a  five-year  bonus — Mr.  Weeks,  can  you  tell  me  ?  I  can 
give  you  that  information,  Mr.  Hughes. 

Q.  You  mean  a  bonus  to  policyholders?     A.  Yes,  a  bonus. 

Q.  Is  it  a  fact  that  they  have  paid  very  largely  to  policy- 
holders?    A.  Oh,  very  largely. 

Q.  Despite  the  fact  8iey  have  increased  their  business  very 
slightly?     A.  Yes. 

Q.  And  that  they  only  get  a  few  policyholders  a  year.  A. 
Yes,  sir.  / 

Q.  They  have  been  able  to  do  that  because  they  have  not  had 
a  very  large  expense  in  getting  business?      A.  Yes,  scarcely  any. 

Q.  Now,  your  business  on  your  books  at  the  end  of  last  year 
is  $1,928,000,000  ?     A.  Yes,  sir. 

Q.  And  you  are  increasing  the  business  at  the  rate  of  $340,- 
000,000  a  year?    A.  Not  this  year. 

Q.  Eut  the  net  increase  has  been  about  $180,000,000  or  $200,- 
000,000  a  year?     A.  Yes,  sir. 

Q.  Now,  in  your  judgment,  as  an  insurance  man,  should  they 
go  on  indefinitely?  Is  there  no  time  when  an  insurance  com- 
pany should  say  it  is  better,  all  things  considered,  to  call  a  halt? 
X.  1  think  there  is  a  limit  to  human  capacity. 

Q.  And  to  capacity  of  human  supervision?     A.  Yes. 

Q.  And  to  capacity  to  handle  such  gigantic  accumulations? 
A.  Undoubtedly. 

Q.  Have  you  thought  about  it  enough  to  reach  in  your  mind 
as  to  what  that  limit  should  be?  A.  No.  I  think  it  is  a  very 
serious  question.  I  think  this  Committee  could  do  a  great  deal 
of  very  good  work  in  that  respect,  Mr.  Hughes, 

Q.  That  is  exactly  what  I  had  in  mind.  Here,  you  are  rolling 
up  what  of  course  we  all  realize  to  be  enormous  sums  and  insur- 


Testimony  of  Neil  F.  Towner.  1165 

ing  a  great  many  risks,  and  the  question  is  ■whether  there  is  any 
point  at  which  an  insurance  company  should  stop  writing  business 
imd  limit  itself  to  keeping  up  a  complement  of  business  which  it 
may  deem  advisable  to  properly  distribute  its  risks  and  maintain 
its  prestige?  A.  To  carry  that  out  will  require  a  very  serious 
consideration,  and  I  say  to  you  frankly  I  think  it  is  a  subject  that 
should  be  very  seriously  considered  by  this  committee. 

Q.  Has  that  been  mooted  at  all  in  the  past  among  insurance 
men,  vokmtary  action  of  that  kind  ?  A.  No,  Mr.  Plughes,  it  has 
been  mooted,  but  it  was  with  a  desire  to  restrain  the  New  York 
Life. 

Q.  I  see.  And  there  was  no  tendency  to  equalize  the  thing  all 
around.     A.  No. 

Q.  I  heard  the  other  day  that  there  was  an  insurance  president 
some  years  ago  that  proposed  something  of  that  kind,  but  that  the 
proposition  did  not  meet  with  favor.  Do  you  know  of  that  ?  A. 
Yes,  I  do.  There  wa^  such  a  bill  introduced  at  Albany  or  a  sug- 
gestion. 

ME.  HUGHES :  That  is  all,  Mr.  McCall.  Is  Mr.  Thummel 
here  ? 

ME.  BECK :    He  is  not  here. 

ME.  HUGHES :  I  had  told  counsel  that  I  would  notify  him 
when  I  would  call  Mr.  Thummel,  but  it  has  slipped  my  mind,  so 
I  wish  to  have  no  animadversion  made  by  reason  of  his  not  being 
present  to-day.  I  will  ask  Mr.  Devlin  to  take  the  stand,  but  be- 
fore Mr.  Devlin  resumes,  is  Mr.  Towner  here  ? 

NEIL  F.  TOWNEE,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  ME.  HUGHES : 

Q.  Where  do  you  reside  ?    A.'  Albany, 

Q.  Are  you  connected  in  any  way  with  Mr.  Hamilton  in  busi- 
ness ?    A.  Yes. 

Q.  In  what  way  ?  A.  I  am  associated  in  the  practice  of  law 
with  Judge  Hamilton  in  Albany. 

Q.  How  long  have  you  been  such  ?    A.  Since  1902,  January  1. 

Q.  Have  you  had  occasions  from  time  to  time  to  receive  re- 
turned checks  from  the  banks  that  had  been  drawn  by  Judge 
Hamilton?     A.  Very  seldom. 

Q.  Have  you  done  so  recently  ?    A.  Yes,  sir. 
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Q.  From  what  bank?    A.  The  Albany  Trust  Company. 

Q.  When  did  you  receive  "the  returned  checks?  A.  In  Sep- 
tember, I  cannot  give  you  the  date. 

Q.  Have  you  the  deposit  book  ?    A.  No. 

Q.  Have  you  the  returned  checks  in  your  possession?     A.,  No- 

Q.  Who  has  them  ?    A.  I  don't  know. 

Q.  To  whom  did  you  give  them?  A.  I  laid  them  on  Judge 
Hamilton's  desk. 

Q.  Are  they  there  now?  A.  I  do  not  think  so.  They  were 
not  there  the  last  time  I  looked. 

Q.  Did  you  look  in  response  to  the  subpoena  ?    A.  Yes. 

Q.  They  were  not  there  ?    A.  l^o. 

Q.  Do  you  know  who  had  taken  them  ?    A.  No. 

Q.  Who  has  access  to  his  desk  ?  A.  Almost  anybody,  the  desk 
is  there  and  open. 

Q.  When  did  you  get  these  returned  checks?  A.  I  cannot  give 
you  the  exact  date.    It  was  in  September. 

Q.  That  is  last  month  ?    A.  Yes,  this  last  month. 

Q.  Did  you  lock  them  in  the  desk?  A.  No,  I  put  them  in  the 
drawer  in  the  desk,  I  think. 

Q.  And  when  you  got  the  subpoena  the  other  day  you  looked 
for  them  and  they  were  not  there  ?    A.  Yes. 

Q.  That  is  all  you  know  about  them  ?    A.  Y  es. 

Q.  Did  yoxi  have  his  check  book?     A.  No. 

Q.  Do  you  know  where  that  is,  or  who  has  it?    A.  No. 

Q.  Have  you  ever  cashed  any  checks  for  Mr.  Hamilton  ?  A.  I 
don't>recollect  any  now.    I  may  possibly. 

Q.  Do  you  recall  cashing  any  phecks  f or  $20,000  or  $25,000? 
A.  No,  no  such  amount  as  that. 

Q.  Or  any  amount  over  $5,000?    A.  Not  that  I  recall,  no. 

Q.  When  is  Judge  Hamilton  expected  back?  A.  I  think  the 
11th  or  12th  of  October. 

Q.  Has  he  already  sailed?  A.  No,  I  think  he  sails  Thursday 
or  Friday  of  this  week. 

ME.  HUGHES:  That  is  all,  Mr.  Towner.  Mr.  Devlin,  you 
may  take  the  stand. 

EDW^AED  I.  DEVLIN,  resumed. 

BY  ME.  HTfGHES: 

Q.  You  bad  a  sheet  the  other  day  which  contained  data  with 
reference  to  the  earnings  of  Foreign  Office  buildings?     A.  Yes. 
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Q.  Have  you  got  that  here?    A.  Yes. 

Q.  We  had  already  looked  at  the  New  York  Life's  building  in 
Paris,  you  remember?     A.  Yes. 

Q.  And  I  would  like  to  have  the  same  sheet  as  you  had  at  that 
time?     A.  Ts  this  th(^  sheet.  JMr.  Hughes  (handing  paper). 

Q.  Just  give  me,  if  you  will,  the  gross  and  net  income  from  the 
Berlin  office  building?    A.  For  1904? 

Q.  Yes,  or  if  you  have  it  for  a  period  of  three  years,  as  you 
gave  the  other.  We  will  take  the  same  here.  A.  The  gross  in- 
come from  the  Berlin  building  for  1904  was  $20,941.42,  and  the 
net  income  $16,690.30,  or  4  7-10  on  the  book  value. 

Q.  How  closely  does  the  book  value  correspond  to  the  actual 
cost  to  the  company  of  that  building?    A.  Here  is  the  statement. 

ME.  HUGHES:  Witness  hands  me  a  statement  showing  the 
cost  of  the  Berlin  building  which  I  offer  in  evidence. 

(Paper  marked  Exhibit  239.) 

(This  exhibit  will  be  found  in  the  book  of  exhibits.) 

THE  WITXKSS:  The  book  value  to-day  is  $355,000.  The 
actual  cost  $362,738.99. 

Q.  What  is  the  income  gross  and  net  from  the  building  in 
"Vienna  belonging  to  the  New  York  Life  Insurance  Co.  ?  A.  The 
gross  income  for  the  year  ending  December  31,  1904,  was  $16,- 
136.50,  and  the  net  income  $11,992.33,  or  3  4-10  per  cent,  on  the 
book  value. 

Q.  What  is  the  actual  cost  of  that  building  ? 

r 

(Witness  hands  paper  to  counsel.) 

MR.  HUGHES:    I  offer  that  in  evidence. 

(Marked  Exhibit  240.) 

(This  exhibit  will  be  found  in  the  book  of  Exhibits.) 

THE  WITNESS:  The  book  value  of  the  Vienna  building  is 
$335,000,  the  actual  cost  $306,340.50. 

Q.  How  much  of  the  income  derived  from  the  Vienna  build- 
ing   A.  May  I  have  it  appear  on  the  record  that  that  in- 
crease was  only  a  portion  of  the  increase  made  by  the  seven  State 
examiners  in  the  year  1894.  They^made  an  increase  of  $67,125 
at  that  time. 
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Q.  And  you  took  credit  for  how  much?  A.  Apparently  about 
$28,000. 

Q.  How  much  of  the  income  deriyed  from  the  Vienna  building 
which  you  have  just  stated  to  be  gross  about  $16,000  was  paid  by 
the  company  itself  or  charged  to  the  company  itself  as  rent  for  the 
offices  it  occupied?    A.  $3,000. 

Q.  How  much  of  the  income  of  the  Berlin  building  was  charged 
to  the  company  itself  as  the  rent  of  the  offices  it  occupied?  A. 
$2,620. 

Q.  What  is  the  income  gross  and  net  received  from  the  build- 
ing at  Amsterdam,  Holland?  A.  For  the  year  ending  December 
31,  1904,  the  gross  income  was  $7,5Y3.20  and  the  net  income 
$3,815.42,  or  2^  per  cent,  on  the  book  value. 

Q.  How  much  of  the  income  of  $7,500  was  charged  to  the 
company?    A.  $1,300. 

Q.  What  is  the  book  value  of  the  Amsterdam  building?  A. 
$150,000. 

Q.  What  is  the  actual  cost  of  the  Amsterdam  building?  A. 
$190,808.61. 

Q.  Have  you  a  statement  there?    A.  Yes. 

ME.  HUGHES:  I  offer  it  in  evidence. 

(Exhibit  marked  No.  241.) 

(Exhibit  241  will  be  found  in  the  book  of  exhibits.) 

Q.  What  is  the  income  from  the  building  at  Belgrade,  Servia? 
A.  For  the  year  ending  December  31,  1904,  $2,382.55. 

Q.  Gross?  A.  Gross.  Net,  $760.83,  or  a  fraction  over  6  per 
cent,  on  the  book  value. 

Q.  How  much  is  paid  by  the  company?    A.  $20.17. 

Q.  What  is  the  book  value?  A.  The  company  was  only  a 
tenant  for  a  portion  of  the  year.  The  value  is  $15,000.  Now, 
Mr.  Hughes,  I  would  like  to  say  in  that  connection,  that  the  Bel- 
grade property  is  the  only  one  used  for  office  building  purpose? 
which  has  been  purchased  during  Mr.  McCall's  administration. 
It  was  bought  in  1894  at  a  cost  of  $48,250  and  one-half  of  it 
was  sold  in  1894  for  $6,670,  and  we  are  carrying  the  remaining 
one-half  at  $15,000.    It  is  a  small  one-story  structure.    ' 

ME.  HUGHES:  I  offer  the  statement  in  evidence. 

(Exhibit  Marked  Exhibit  No.  242.) 

(No.  242  will  be  found  in  the  book  of  exhibits.) 
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Q.  What  is  the  gross  income  from  the  building  in  Buda-Pesth? 
A.  For  the  year  ending  December  31,  1904,  $22,045.30,  gross; 
net  $18,548.01  or  2.0246  per  cent,  on  the  book  value. 

Q.  What  is  the  amount  paid  by  the  company?    A.  $2,000. 

Q.  What  is  the  actual  cost  of  the  building?  A.  $625,310.85 
and  the  book  value  $550,000. 

Q.  Have  you  a  statement  of  the  cost  there?    A.  Yes,  sir. 

ME.  HUGHES:   I  offer  it  in  evidence. 

(Paper  marked  Exhibit  243.)    ' 

(Exhibit  243  will  be  found  in  the  book  of  exhibits.) 

Q.  You  carry  your  main  office  at  Broadway  and  Leonard  street 
at  $5,000,000  ?    A.  That  is  correct. 

Q.  What  is  its  actual  cost?    A.  $7,121,267.37. 

Q.  What  is  the  total  gross  income  from  that  building?  A.  For 
the  year  ending  December  31,  1904,  $331,089.84. 

Q.  How  much  of  that  is  charged  to  the  company?  A..  The 
company  charges  itself  with  $150,000  risk,  of  which  we  apportion 
$132,500  to  the  home  office  building  and  $14,000  to  what  is  now 
called  the  home  of&ce  annex  building,  and  $3,500  to  the  building 
on  the  corner  of  Elm  and  Pearl  Streets,  which  is  used  very  largely 
for  furniture  and  office  supplies,  branch  office  supplies,  and 
storage. 

Q.  Comer  of  Elm  ?  A.  Corner  of  Elm  and  Pearl.  It  is  the 
southwest  comer  of  Elm  and  Pearl.    It  is  listed  there  at  $75,000. 

Q.  Well,  what  is  the  net  income  from  the  main  office  building? 
A.  $186,410.01  or  3.72  per  cent  of  the  scheduled  value. 

Q.  That  is  of  the  book  value  ?    A.  Yes. 

Q.  And  what  per  cent  of  the  actual  cost?  A.  About  2.6  per 
cent.,  I  should  say. 

Q.  Have  you  a  statement  of  the  cost  of  that  building  ?  A.  Yes. 

(Witness  hands  paper.) 

MK.  HUG-HES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  244.) 

(Exhibit  244  will  be  foimd  in  the  book  of  exhibits.) 

THE  WITNESS:  In  that  relation  I  would  like  to  have  it 
appear  that  the  Home  Office  annex  building  is  supplied  with 
steam  heat  and  electric  lights  and  operation  of  elevator  all  from 
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our  lioine  office  building  plant,  and  no  credit  is  given  in  tliis  state- 
ment to  the  home  office  building  for  that  purpose. 

Q.  The  book  value  "of  the  home  office  building,  from  Broadway 
to  Leonard,  Centre  and  Worth  Streets,  including  also  123  West 
Street,  iacluding  all  the  property  owned  by  the  company  on  that 
block  is  $3,125.00?    A.  That  is  correct. 

Q.  What' is  the  actual  cost?     A.  $1,371,504.99. 

Q.  Have  you  a  statement  of  that?     A.  Yes. 

MK.  HUGHES:  I  offer  it  in  evidence. 

(Marked  Exhibit  245.) 

(Exhibit  245  will  be  found  in  the  book  of  exhibits.) 

Q.  Tour  value  includes  $235,000  which  has  not  been  expended 
according  to  the  testimony,  but  is  in  the  hands  of  Mr.  Hamilton  ? 
A.  According  to  the  president's  testimony,  that  is  correct. 

Q.  According  to  your  books  it  shows  this  as  the  actual  cost? 
A.  That  is  the  actual  charge. 

Q.  That  is  the  item  March  28,  1904,  transferred  from  other 
accounts,  $235,000?    A.  Yes, 

Q.  Did  you  know  before  the  president's  testimony  that  that 
amount  had  not  been  expended?  A.  T^o,  sir.  In  that  respect, 
Mr.  Hughes,  I  knew  that  the  amount  of  money  called  for  by 
the  deed  had  been  expended  because  we  had  the  deeds  in  the 
office. 

Q.  But  you  had  nothing  to  show  that  this  amount  had  been 
called  for  ?"  A.  No. 

Q.  What  pa-rt  of  that  block,  Leonard,  Elm,  Worth  and  Centre 
Streets  is  actually  used  by  the  company?  A.  The  building  which 
was  formerly  known  as  the  printing  house  building,  a  twelve  story 
building,  and  the  four  upper  floors  are  used  by  the  company. 

Q.  What  is  the  gross  income  from  the  property  owned  by  the 
company  on  that  block?  A.  AVe  only  own  property  apart  from 
the  printing  house  building  property,  a  portion  of  last  year,  and 
therefore  I  could  not  give  you  a  statement  which  would  sh'nv  the 
full  year's  income.  We  paid  a  full  year's  taxes  a^id  in  many  c^ses 
fire  insurance  premiums  for  three  years,  but  only  derived  income 
for  about  six  months,  so  it  does  not  make  a  fair  showing  on  that 
basis. 

Q.  Would  it  if  we  doubled  the  revenue?  A.  Yes,  we  estimate 
that  the  property  should  yield  $63,288.45. 
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Q.  Gross?     A.  Net. 
'     Q.  Well,  what  has  been  the  income  for  six  months?     A.  The 
income  for  last  year  including  the  entire  year  for  the  printing 
house  building  proper  was  $64,T16.55. 

Q.  How  much  of  that  was  from  the  printing  office  building  as 
you  call  it  ?  A.  The  Printing  House  Building — the  rent  col- 
lected was  $43,700  and  the  expenses  $9,539.28,  Of  course,  there 
again  would — thev  get  all  their  poM'er,  heating  and  light  from  the 
other  building.     The  expenses  otherw'ise  would  be  greater. 

Q.  The  Printing  House  building,  as  I  understand  it,  is  a 
twelve-story  building,  and  you  now  only  use  four  floors  of  it? 
A.  Yes. 

Q.  What  reason  was  there  for  acquiring  all  the  property  you 
have  acquired  in  that  block  ?  A.  Because  in  the  home  office 
building  proper  we  get  about  $1.75  per  sqiiaro  foot  and  we  can 
house  a  very  large  portion  of  the  business,  the  working  forces, 
in  the  other  building  at  just  about  one-half  of  that  rate;  we  aro 
renting  space  in  the  Printing  House  building  for  $4,500  a  floor, 
and  I  think  it  contains  about  6,000  square  feet,  superficial  area. 

Q.  You  carry  49  West  72d  Street,  Ifew  York,  at  a  book  value 
of  $175,000.  What  was  the  cost?  A.  The  actual  cost  was 
$203,056.93. 

(Witness  hands  paper.) 

Q.  Is  this  the  statement?     A.  Yes. 

Q.  That  was  acquired  through  foreclosure  in  1902?  A.  Yes, 
I  don't  remember  the  date. 

ME.  HUGHES:    I  offer  that  statement  in  evidence. 

(Paper  marked  Exhibit  246.) 

(Exhibit  246  will  be  found  in  the  book  of  exhibits. ) 

Q.  What  is  the  gross  income  from  that  building?  A.  For  the 
year  ending  December  31,  1904,  the  gross  income  was  $10,375.18 
and  the  disbursement's  $6,247.67. 

Q.  What  is  the  net  income  ?     A.  $4,127.47. 

Q.  What  were  the  disbursements  for  ?  A.  Mr.  Hughes,  I 
find  these  figures  do  not  tally.  Apparently  there  is  a  differ- 
ence  

Q.  Well,  that  will  appear.  What  were  the  disbursements  for  ? 
A.  They  were  for  taxes  and  fire  insurance,  I  presume.     Some- 
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times  we  -write  three-year  policies.     And  general  operating  ex- 
penses, hall  boys,  elevator  boys  and  firemen. 

Q.  And  janitors?     A.  Yes. 

Q.  Is  that  an  apartment  house  ?  A.  Yes,  that  is  an  apartment 
house. 

Q.  Who  are  the  tenants  ?     A.  The  present  tenants  are . 

Q.  The  tenants  in  1904?  A.  The  tenants  in  1904  were  Mr. 
Gotschall,  Mr.  Jacquette,  Mr.  Albert  McClave,  Mr.  John  C. 
McCall,  Mr.  Ballard  McCall  and  Mr.  Leo  H.  McCall. 

Q.  What  rent  did  John  0.  McCall  pay?     A.  $1,500. 

Q.  And  Mr.  Leo  McCall  ?     A.  $1,500". 

Q.  Mr.  Ballard  McCall  ?     A.  $1,500. 

Q.  Mr.  McClave?     A.  $1,700. 

Q.  Mr.  Gottschall?     A.  $2,400. 

Q.  Mr.  Jocquette?     A.  $1,800. 

Q.  What  per  centage  is  the  net  income  from  that  building  for 
1904  on  the  cost  of  the  building?    A.  .0235. 

Q.  Two  per  cent,  and  three  and  one-half  cents  per  cent.?  A. 
Yes,  that  is  right. 

Q.  Is  that  building  on  the  corner  of  Columbus  Avenue  or  next 
to  the  corner?  A.  'No,  it  is  not  the  corner,  it  is  next  east  of  the 
corner. 

Q.  What  is  the  width  of  it?    A.  Fifty  feet. 

Q.  And  the  depth?    A.  One  hundred  feet. 

Q.  How  many  apartments  ?    A.  There  are  six. 

Q.  How  many  rooms  are  there  in  an  apartment?  A.  I  think 
there  are  nine  or  ten  and  bath. 

Q.  One  bath  or  more?  A.  Tm'o  baths  in  most  of  the  apart- 
ments. 

Q.  It  was  acquired  in  1902?  Was  it  a  completed  building  when 
it  was  acquired?  A.  Yes,  it  was  a  completed  building  in  vei-y 
bad  condition;  very  much  run  down. 

Q.  In  1902  $23,552  was  expended  on  its  improvement?  A. 
Yes,  it  was  very  necessary  in  the  condition  we  found  the  building 
—  to  overhaul  it  very  thoroughly. 

Q.  And  $13,000  more  in  1903?  A.  Well,  that  was  part  of 
the  general  arrangement  of  the  improvement  of  the  property. 
It  was  not  completed  in  1902. 

Q.  Bringing  the  total  cost  up  to  $203,000.  Who  fixed  the  reats 
of  these  apartments?  A.  Why,  in  that  particular  case,  as  In 
most  other  cases,  I  advised  very  generally  with  the  T'resideut, 
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The  President  was  in  the  neighborhood  and  knew  it  very  thor- 
oughly and  knew  of  the  very  much  deteriorated  condition  in 
which  this  property  had  fallen  and  the  matter  was  discussed  with 
him.  He  was  very  anxious  to  get  a  class  of  tenants  in  there 
who  would  restore  the  good  repute  of  the  property,  and  the 
members  of  his  family  and  no  doubt  —  in  fact,  in  a  great  many 
cases,  to  their  discomfort,  made  temporary  arrangements,  well 
imtil  the  middle  of  winter,  and  the  apartment  was  completed  ready 
for  occupancy  sometime,  I  think,  in  January. 

Q.  In  what  year?    A.  1903. 

Q.  That  was  after  the  improvements  were  made  to  the  extent 
of  some  $43,000?  A.  Yes.  We  had  the  prospect  of  having  it 
on  our  hands  until  the  rental  season  soaring  in  the  Fall. 

Q.  What  was  the  nature  of  the  improvements?  A.  Why,  the 
four  upper  flats,  they  had  been  double-floor  flats,  two  floors  to 
a  flat,  and  in  the  four  upper  floors  those  were  changed  to  single- 
floor  flats,  and  a  new  elevator  vms  put  in  and  a  general  renova- 
tion of  the  building  and  engine  room  and  entire  property. 

Q.  What  term  leases  are  held  by4he  tenants?  A.  Mr.  Tacutte 
has  a  one-year  lease  and  I  think  the  present  tenant  who  took 
Mr.  Gottschalk's  place  is  Mr.  Sheyler.  He  took  Mr.  Gottschalk's 
place  at  $1,800.  A  building  was  put  up  east  of  our  property 
and  we  were  unable  to  get  $2,400  for  the  apartments,  and  we 
made  another  lease  for  $1,800,  I  thinik  it  is. 

Q.  What  are  the  other  leases  ?    A.  There  are  no  other  leases. 

Q.  It  is  a  month  to  month  tenancy?    A.  It  is  practically. 

Q.  What  rent  was  paid  by  the  others?  A.  Mr.  Leo  McCall 
is  not  there,  but  the  other  tenants  are  the  same,  except  where 
Mr.  Sheyler  Jias  taken  Mr.  Gottschalk's  apartment. 

Q.  What  rents  are  paid,  the  same  as  before?  A.  Yes,  the  top 
floor  is  rented  to  Mr.  Feron,  at  $1,500. 

Q.  He  has  taken  Leo  McOall's  apartment?  A.  Yes.  We 
offered  the  property  I  think  —  Mr.  Feron  was  the  third  one,  and 
the  others  declined  to  take  it  at  that  price,  and  he  accepted  it. 

THE  CHAIKMAN:  The  Committee  will  now  adjourn  to  10.30 
to-morrow  morning. 


[A.LDEKMANIC    OHAMBEE, 

City  Hall,  New  Yoek  City. 

October  5,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

EDWAKD  I.  DEVLIN,  resumed. 

BY  ME.  HUGHES: 

Q.  Mr.  Devlin,  have  you  the  statement  of  the  building  at  the 
corner  of  Park  Avenue  and  62nd  Street  '>.  A.  I  have  not  a  state- 
ment, but  I  think  I  can  give  you  any  information  you  w^ant  from 
the  card. 

Q.  Give  the  gross  and  net  income  and  the  book  value  and 
actual  cost,  please.  A.  The  actual  cost  of  the  Yosemite  Apart- 
ment House,  vyhich  was  formerly  known  as  Holbrook  Hall,  I  find 
from  the  report  of  the  Insurance  Department  on  the  examination 
of  the  New  York  Life  Insurance  Company  made  in  J  8  91  was 
$1,009,866.68.  The  company  had  charged  it  down  to  $729;^066.86. 
It  was  estimated  at  that  time  by  the  Appraiser  of  the  Insurance 
Department  to  be  worth  not  to  exceed  $480,000  and  subsequently 
I  recall  having  asked  Mr.  Michael  Coleman  to  appraise  it  for  us 
some  three  or  four  years  ago,  and  place  the  actual  cash  value  on 
it.  He  estimated  it  to  be  worth  $4^0,000,  and  President  McCall 
charged  it  down  to  that  sum  at  which  it  now  appears  in  our 
schedule  $450,000.  * 

Q.  You  have  given  the  total  cost  as  of  1891.  What  is  the  total 
cost  of  that  building  to  date  ?  A.  I  think  you  will  have  to  get  the 
card.    There  bas  been  practically  nothing  added. 

Q.  Practically  nothing  added  ?    A.  Practically  nothing. 

Q.  What  is  the  gross  income  from  that  building?  A.  The 
gross  income  for  the  year  ending  December  31,  1904,  was  $41,- 
1^4.48  and  the  net  income  $26,449.10  or  5.87  per  cent,  on  the 
present  book  value. 

Q.   And  how  much  upon  the  total  cost  ?    A.  About  2.7  per  cent. 

Q.  Can  you  give  any  explanation  of  the  large  amount  of  money 
which  that  building  cost  ?  A.  Mr.  Hughes,  I  would  like  to  hand 
you  a  copy  of  this  report. 
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THE  CHAIKMAE" :  Was  not  that  last  percentage  an  error  on 
the  total  cost  ? 

Q.  What  did  you  say  the  total  cost  was?  A.  $1,009,866.68 
and  the  net  rental . 

Q.  One  million .     A.  $1,009,866.68. 

Q.  How  many  apartments  are  there  in  that  building?  A. 
There  are  thirty-five. 

Q.  Have  you  a  statement  of  the  building  in  Wall  street  south- 
west comer  of  Ninth  street,  Kansas  City,  Missouri  ?  A.  Will  you 
allow  me  in  connection  with  the  Yosemite  Apartment  House  to 
refer  to  the  comments  made  at  that  time  by  the  Insurance  De- 
partment ? 

Q.  Yes.  A.  In  other  words,  you  are  asking  for  the  total  cost 
01  that  property  which  was  over  a  million  dollars,  and  by  looking 
over  this  report  you  will  find  that  the  Insurance  Department  away 
back  in  1891  placed  a  value  on  the  property  of  $480,000  and 
severely  criticised  the  judgment  in  making  the  investment  at  that 
time,  and  so  that  it  does  not  at  all  belong  to  the  present  adminis- 
tration. 

Q.  Your  point  is  that  that  was  a  loss  which  was  covered  by 
transactions  prior  to  the  present  administration  ?  A.  Yes,  and 
the  same  thing  will  apply  to  the  Plaza  Hotel,  to  an  extent  to  the 
home  office  building,  that  is  the  original  home  office  building,  and 
the  western  office  buildings  of  the  company.  On  page  31  the  com- 
ment of  the  Insurance  Department  with  reference  to  those  build- 
ings is  made. 

Q.  As  you  have  referred  to  the  PliiJia  Hotel  you  might  give 
me  the  facts  as  to  that?  A.  The  total  cost  of  the  Plaza  Hotel 
to  the  company  on  June  30,  1891,  was  $1^,787,226.28,  and  reading 
from  this  report,  Mr.  Coleman  appraised  tJbe  property  at  two  and 
one-half  million  dollars.  This  property  esme  into  the  possession 
of  the  company  in  a  manner  somewhat  similar  to  the  Holbrook 
Hall.  A  loan  was  made  to  Fife  &  Campbell  to  enable  them  to 
build  a  hotel  building  on  Eifth  Avenue,  &8th  to  69th  Streets. 
This  loan  was  secured  by  a  mortgage  on  the  premises.  After 
about  $800,000  had  been  advanced  in  the  ootstiniction  the  builders 
were  unable  to  proceed  further,  the  results  being  that  the  company 
foreclosed  the  mortgage  and  bought  in  the  property  at  a  cost  of 
about  $860,000.  Nearly  two  million  dollars  additional  was  spent 
by  the  company  in  preparing  the  building  for  occupation. 

Q.  Making  the  total  cost  to  the  company  of  that  building  how 


1176  Legislative  Insurance  Investigation. 

much?  A.  On  May  6,  1894,  the  properties  known  as  16  to  20 
West  59th  Street  were  purchased  at  a  cost  of  $157,329.83,  making 
a  total  cost  including  those  properties  of  $3,096,549.23.  The 
property  was  sold  for  $3,000,000,  of  which  $250,000  was  paid 
in  cash  on  June  22, 1902,  $250,000  on  December  1,  1902,  and  the 
balance  of  two  and  one  half  millions  is  carried  on  bond  and  mort- 
gage. 

Q.  And  the  loss  upon  the  investment  was  how  much  ?  A.  In- 
cluding commissions  for  sale  and  everything  that  I  know  of,  the 
loss  was  $129,035.35. 

Q.  So  you  got  out  of  that  better  than  was  anticipated  at  one 
time?  A.  Better  than  according  to  the  report  of  the  Insurance 
Department  we  were  really  entitled  to  because  they  took,  in  agree- 
ment with  Mr.  Coleman's  appraisal,  they  deducted  $283,994.  I 
have  a  statement  of  that,  Mr.  Hughes  (handing  paper). 

MK.  HUGHES :    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  247.) 

(Exhibit  247  will  be  found  in  the  book  of  Exhibits.) 

Q.  I  should  like  to  have  you  state  briefly  the  experience  of 
the  company  with  reference  to  its  office  buildings  in  other  cities. 
Take  first  the  office  building  in  Kansas  City,  Missouri.  Have  yoti 
a  statement  as  to  that?  A.  Yes,  there  is  the  statement  (handing 
paper). 

MR  HUGHES:    I  offer  that  m  evidence. 

(Paper  marked  248.) 

(Exhibit  248  will  be  found  in  the  book  of  Exhibits..)' 

Q.  From  this  it  appears  that  the  total  actual  cost  of  that  build- 
ing is  $1,901,781.23,  of  which  $1,763,307.70  had  been  expended 
prior  to  December  31,  1891  ?    A.  That  is  correct. 

Q.  And  that  it  is  carried  upon  your  books  at  a  valuation  of 
$1,200,000.  What  is  the  gross  income  from  that  building?  A. 
The  gross  income  for  the  year  ending  December  31,  1904,  was 
$127,738.46,  and  the  net  income  $69,002.81,  or  5.75  per  cent,  on 
the  book  value. 

Q.  And  what  per  cent,  upon  the  actual  cost  ?  A.  I  should  say 
about  3.6  per  cent. 

Q.  What  amount  of  the  income  consists  of  rent  charged  to 
the  company  itself  ?     A.  $1,992. 
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Q.  How  mucli  of  the  building  does  the  company  occupy  ?  A.  I 
think  about  six  offices.  It  is  charged  at  the  same  rental  as  other 
tenants  pay  for  the  corresponding  space. 

Q.  Then  it  occupies  a  very  small  part  of  the  building?  A.  A 
comparatively  small  part.  Since  the  first  of  the  year  the  com- 
pany has  taken  an  additional  office  on  the  main  floor  which  rents 
for  $1,800  per  annum,  therefore  their  present  occupancy  would 
amount  to  about  $3,800. 

Q.  In  rental  value  out  of  about  a  total  of  $120,000?  A. 
$127,000. 

Q.  Take  the  building  in  Omaha.  Have  you  a  statement  of  that  ? 
A.  Yes. 

ME.  HUGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  249.) 

(Exhibit  249  will  be  found  in  the  book  of  Exhibits.) 

Q.  Erom  this  it  appears  that  the  total  cost  of  the  Omaha  build- 
ing is  $1,246,641.72  ?     A.  That  is  correct. 

Q.  Of  which  $1,204,976.82  had  been  expended  prior  to  Decem- 
ber 31,  1891.  That  is  now  value  or  carried  upon  the  books  at  a 
valuation  of  $650,000?     A.  That  is  right. 

Q.  What  is  the  gross  income  from  that?  A.  For  the  year  end- 
ing December  31,  1904,  the  gross  income  was  $74,033.83,  and 
the  net  income  was  $34,803.57,  or  5.35  per  cent,  on  the  book 
value. 

Q.  What  amount  on  the  cost  ?     A.  A  little  under  3  per  cent. 

Q.  What  amount  is  charged  to  the  company  for  its  occupancy  ? 
A.  $1,200. 

Q.  And. is  the  company  charged  at  the  same  rate  as  other  ten- 
ants ?  A.  Practically  the  same.  That  is  the  aim,  to  charge  the 
same  as  other  tenants. 

Q.  Well,  it  would  appear  that  these  buildings  are  not  at  all 
needed  for  the  purposes  of  the  company  except  as  they  may  be 
deemed  valuable  as  an  investment.  A.  May  I  read  this,  Mr. 
Hughes  ? 

Q.  Erom  the  report  you  refer  to?     A.  Yes. 

Q.  Yes.  A.  Mr.  Van  Vranken,  who  was  designated  to  ex- 
amine  and  appraise  properties  — ■■ — . 

Q,  What  page  are  you  reading  from  ?  A.  Page  31  —  after  a 
thorough  examination,  declares  he  believed  the  amount  above 
stated  to  have  been  actually  expended  in  the  purchase  of  the  land 
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and  erection  of  these  severa]  buildings.  They  are  solidly  con- 
structed and  very  expensively  finished,  more  expensively,  it  is 
thought,  than  the  existing  conditions  and  requirements  warranted. 
The  iiet  rentals  from  these  buildings  have  not  thus  far  brought 
in  a  fair  rental  for  the  money  invested,  and  there  is  no  imme- 
diate prospects  that  they  will  prove  as  profitable  as  the  invest- 
ments of  life  insurance  companies  should.  They  have  been 
appraised  by  Mr.  Van  Vranken  at  the  cost  figures  above  stated 
because  of  their  recent  construction.  As  an  advertisement  of  the 
company  they  no  doubt  have  considerable  value,  for  as  the  ap- 
praiser says,  each  of  them  form  one  of  the  attractions  in  the  city 
m  which  it  is  located.  It  is,  of  course,  impossible  to  fix  their 
advertising  value,  but  the  wisdom  of  these  investments  is  very 
doubtful. 

Q.  Will  you  state  the  facts  as  to  the  Minneapolis  building? 
(Witness  produces  statement.)  You  produce  a  statement  which 
I  offer  in  evidence. 

(Marked  Exhibit  250  and  will  be  found  in  the  book  of  Ex- 
hibits.) 

A.  The  Minneapolis  building,  the  actual  cogt  is  $1^028,752.31, 
the  investment  to  December  31,  1901,  was  $1,^093,797.80,  but  we 
have  received  from  the  sale  of  some  vacant  land  adjoiiiing  our 
building,  and  which  was  included  in  the  cost  to  December  31, 
1901,  $95,835.06  net. 

Q.  Leaving  the  net  cost  to-day  $1,028,752.31?  A.  That  'is 
right. 

Q.  What  is  the  gross  income?  A.  The  gross  income  for  the 
year  ending  December  31,  1904,  was  $62,203,34,  the  net  income 
$25,980.75,  or  .0433  per  cent,  on  the  book  value. 

Q.  Or  2^  per  cent,  approximately  on  the  actual  cost?  A. 
Approximately. 

Q.  Did  you  give  me  the  particulars  as  to  the  building  in  New 
York,  on  the  southeast  corner  of  Elm  and  Leonard  Streets,  yes- 
terday? You  spoke  of  it  in  connection  with  one  of  the  matters 
that  was  inquired  about,  but  whether  you  gave  me  the  particu- 
lars or  not  I  am  not  sure?  A.  Yes;  I  gave  you  the  particulars. 
As  to  rental  value? 

Q.  Yes.    A.  Yes,  sir. 

Q.  Take  the  St.  Paul  building  next,  please?  A.  The  total 
cost  of  the  St.  Paul  building  has  been  $922,440.85,  at  which  the 
disbursements  to  December  31,  1901,  were  $813,966.18  the  total 
income  for  ih-j  year  ending  December  31,  1904,  was  $41,292.41, 
and  the  net  income  $8,122.32.  or  .108  oer  cent,  of  the  book  value. 
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Q.  And  what  on  the  actual  cost?  A.  A  little  less  than  one 
per  cent.  In  that  connection,  Mr.  Hughes,  I  might  say  that 
our  expenses  at  St.  Paul  last  year  were  rather  heavy  for  items 
which  scarcely  belonged  in  operating  expenses.  I  spent  $3,500 
in  fixing  up  one  room  which  formerly  rented  for  $20  a  month, 
and  now  we  are  getting  $1,800  a  year  for  it,  but  that  all  came 
out  of  the  net  return  on  the  property. 

Q.  The  Duluth  building  is  a  more  recent  structure  ?  A.  Duluth  ? 
There  is  no  Duluth  building. 

Q.  What  is  this  property?  Is  that  taken  under  foreclosure 
that  property  at  Duluth?  A.  This  is  an  old  schedule.  That 
property  has  been  sold. 

Q.  Oh,  yes,  a  schedule  of  a  year  ago.  A.  The  next  is  Mon- 
treal, if  you  want  to  take  it  in  that  order,  Mr.  Hughes. 

Q.  How  long  have  you  been  connected  with  the  company,  Mr. 
Devlin?  A.  I  first  became  connected  with  the  New  York  Life 
Insurance  Company  on  the  1st  of  September,  1895.  I  have  rep- 
resented them  in  Chicago,  making  headquarters  in  Chicago,  in 
the  way  of  Western  loans,  and  in  the  spring  of  1897,  I  was  given 
charge  of  the  four  Western  and  the  Montreal  buildings.  In  1899 
I  came  to  ]^ew  York  City  to  take  my  present  position. 
Q.  Are  you  a  relative  of  Mr.  McCall?  A.  No,  sir. 
Q.  The  Montreal  building,  I  think,  has  been  overlooked.  "What 
was  the  cost  of  that?    A.  The  Montreal  building  cost  $818,359.15. 

(Statement  produced  and  offered  in  evidence  by  Mr.  Hughes.) 

(Marked  Exhibit  251  and  will  be  found  in  the  Book  of  Ex- 
hibits.) 

Q.  And  it  is  carried  on  the  books  at  a  valuation  of  how  much  ? 
A.  Oh,  it  is  carried  on  the  books  at  a  valuation  of  $350,000. 

Q.  What  is  the  gross  income?  A.  The  gross  income  for  the 
year  ending  December  31,  1904,  was  $32,227.18;  the  net  income 
was  $9,212.92,  or  .0263  per  cent,  on  the  book  value. 

Q.  And  what  percentage  on  the  actual  cost?     A.  About  VA. 

Q.  What  you  have  read  from  the  report  of  1892  in  connection 
with  one  of  the  buildings  applies  practically  to  all  the  office  build- 
ings of  the  company?    A.  Yes,  sir. 

ME.  HUGHES:    That  is  all  for  the  present. 

THE  WITNESS;  Mr.  Hughes,  may  I  make  this  statement? 
The  four  Western  buildings  of  which  T  took  charge  in  the  Sprijig 
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of  1897  were  carried  in  the  company's  statement  of  December 
31,  1896,  at  a  valuation  of  $4,160,000.  Tlie  gross  income  for  the 
year  ending  December  31,  1896,  was  $200,746.43;  the  disburse- 
ments, including  $30,373.25  of  taxes,  amounted  to  $133,872.79, 
leaving  a  net  rental  of  $36,500.39.  In  the  schedule  of  December 
31,  1904,  the  same  properties  were  carried  at  a  valuation  of 
$2,900,000,  a  reduction  of  over  $1,200,000;  the  gross  rental  was 
$305,268.04,  the  expenses  including  $43,304.12  of  taxes,  an  in- 
crease of  about  $13,000  in  taxes  during  the  period,  amounted  to 
$124,054.50.  Making  a  net  rental  in  1904  of  $137,909.42.  Our 
real  estate  during  the  year  1903  yielded  four  per  cent;  during 
the  year  1904  it  returned  3.7  per  cent.  The  cause  for  this  being 
chiefly  the  addition  of  the  home  office  annex  properties,  for 
which  we  received  only  a  small  return  in  rental  for  a  six  months' 
period  and  had  a  year's  disbursements  for  taxes  and  fire  insur- 
ance. We  expect  that  during  the  present  year  all  of  our  prop- 
erties will  average  four  per  cent.  In  some  cases  it  appears  from 
the  testimony  that  the  President  has  not  yet  charged  the  indi- 
vidual properties  off  to  a  point  where  they  all  return  3%  per 
cent,  on  the  investment,  but  in  many  cases  he  has  long  ago 
charged  that  off  •'^^o  such  a  point,  and  notwithstanding  a  material 
improvement  in  income  return  no  increase  of  valuation  has  been 
claimed,  so  that  the  average  yield  is  four  per  cent. 

Q.  You  have  occasion  from  time  to  time  to  obtain  certificates 
extending  the  right  of  the  company  to  hold  property?  A.  We 
always  do,  Mr.  Hughes,  where  we  have  been  unable  to  dispose 
of  it  during  a  period  of  five  years.    But  we  mean  to  sell  it. 

Q.  Are  those  obtained  as  a  matter  of  form?  A.  I  beg  par- 
don? 

Q.  Those  are  obtained  readily  as  a  matter  of  form,  are  they 
not?  A.  Why,  the  superintendent  has  never  failed  to  grant 
them  to  us. 

Q.  How  much  of  this  building  east  of  the  main  building  in 
New  York,  in  the  block  bounded  by  Leonard,  Worth,  Elm  and 
Center  Streets,  is  it  contemplated  to  actually  use  for  the  com- 
pany's own  purposes?  A.  I  have  never  given  any  time  to  figur- 
ing that  out  accurately.  We  use  something  over  a  hundred 
thousand  square  feet  in  our  present  building  and  we  are  con- 
£tafitly  growing  and  no  department  of  any  size  which  is  at  present 
quartered  in  the  home  office  building  could  conveniently  be  lo- 
cated in  the  present  building  which  you  mention.    The  floor  space 
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is  entirely  inadequate.  Our  large  departments  occupy  now  in 
tlie  neighborliood  of  from  nine  to  ten  thousand  square  feet  on 
a  floor,  whereas  there  are  only  about  six  thousand  square  feet 
on  a  floor  in  the  other  building. 

Q.  It  is  intended  to  use  as  much  of  that  building  as  is  em- 
braced within  the  building  now  at  the  southeast  corner  of 
Leonard  and  Elm  Streets?  There  is  a  twelve-story  building,  of 
which  you  now  use  four  floors.  Do  you  need  more  room  than 
would  be  furnished  by  the  eight  additional  floors  of  that  one 
building?  A.  Well,  Mr.  Hughes,  you  can  readily  see  if  there 
are  six  thousand  superficial  feet  in  those  floors  and  we  used  it 
all,  including  the  fourth  floor  and  all,  we  could  only  have  seventy- 
two  thousand  square  feet,  and  now  we  actually  occupy  over  a 
hundred  thousand  in  our  present  building. 

Q.  But  you  actually  occupy  over  a  hundred  thousand  feet  in 
your  present  building,  and  do  you  need  any  more  than  seventy- 
two  thousand  additional?  A.  We  could  not  quarter  our  depart- 
ments in  the  other  building  as  it  is  at  present,  at  all.  You  would 
have  to  have  the  actuary  for  instance . 

Q.  You  mean  if  removed  from  one  to  the  other?     A.  Yes,  sir. 

Q.  You  mentioned  that  yesterday,  the  possibility  of  removal  to 
a  large  extent?  A.  I  did.  The  idea  was  undoubtedly  to  provide 
for  cheaper  occupation.  We  occupy  a  space  that  we  can  rent 
readily  at  one  dollar  and  seventy-five  cents  a  square  foot,  and  in 
the  printing  house  we  are  renting  at  eighty  cents. 

Q.  But  so  far  as  the  present  is  concerned,  the  space  of  seventy- 
five  thousand  square  feet  would  answer  your  purposes?  A.  For 
the  present  I  think  it  would. 

The  statement  of  comparison  between  1896  and  1904  produced 
by  the  witness  and  offered  in  evidence  by  Mr.  Hughes. 

(Marked  Exhibit  252  and  will  be  found  in  the  Book  of  Ex- 
hibits.) 

MK.  WHITE,  recalled,  testified  as  follows: 

BY  MK.  HUGHES: 

Q.  Mr.  White,  I  have  asked  you  to  produce  the  account  show- 
ing the  money  paid  to  Andrew  Hamilton  amounting  to  $111,- 
139.04,  which  was  paid  him  in  June,  1904,  to  discharge  the  taxes 
on  premiums  in  New  York  State.  Have  you  that  account?  A.  I 
have. 


1182  Legislative  Insurance  Investigation. 

Q.  To  what  account  was  that  charged?  A.  The  title  of  it  is 
Taxes  State  of  New  York  Insurance  Departnaent. 

Q.  Now,  later  on,  about  December  30,  1904-,  $75,000,  the  evi- 
dence is,  was  paid  by  the  New  York  Life  insurance  Company  as 
part  payment  of  that  same  tax.  To  what  account  was  that 
charged?     A.  The  same  account. 

Q.  Under  what  date?    A.  September  27th. 

Q.  1904?     A.  1904. 

Q.  Then  at  that  time  was  there  a  transfer  of  the  $75,000  which 
had  thus  been  twice  charged  to  the  account  put  to  some  other 
account?  A.  In  December,  1904,  there  was  a  transfer  of  that 
second  $75,000  to  another  account. 

Q.  To  what  account  was  the  $75,000  transferred?  A.  It  was 
transferred  to  an  account  called  "  Contingent  expenses." 

Q.  Contingent  expenses.  What  sort  of  items  are  embraced  in 
contingent  expenses?  A.  Items  that  are  paid  for  by  the  president 
in  connection  with  the  business  of  the  company. 

Q.  I  don't  quite  understand  that.  A.  Why,  personal  —  not  per- 
sonal expenditures  of  the  president,  but  items  that  he  has —  it  is 
to  reimburse  him  for  amounts  that  he  has  paid  in  connection  with 
the  company's  business. 

Q.  In  this  particular  case  the  items  carried  to  contingent  ex- 
pense account  is  "  To  taxes  New  York  Life  Insurance  $75,000? " 
A.  Yes.  This  is  simply  —  this  contingent  expense  account  is 
simply  a  subsidiary  account  of  the  general  expense  account. 

Q.  That  amount  of  $75,000  which  had  originally  been  charged 
to  the  tax  account  and  which  when  another  payment  of  the  same 
amount  was  made  was  transferred  to  the  contingent  expense  ac- 
count was  never  charged  to  legal  expenses?  A.  No;  it  was  trans- 
ferred from  this  contingent  expense  account  later  on  or  at  about 
the  same  time  to  the  general  expense  account. 

Q.  And  that  is  a  separate  account  from  the  account  of  law 
expenses?     A.  Yes. 

Q.  So  that  that  $75,000  which  Mr.  Hamilton  received,  accord- 
ing to  the  testimony,  is  in  addition  to  whatever  he  received  which 
was  charged  to  legal  expenses?     A.  Yes. 

Q.  And  also  in  addition  to  the  $235,000  wTiich  he  received, 
which  was  charged  under  the  real  estate  account?     A.  Yes. 

Q.  This  account  of  contingent  expenses  appears  with  the  excep- ' 
tion  of  this  item  to  be  a  comparatively  small  account  ?     A.  Yes. 

Q.  A  few  hundred  dollars  from  time  to  time,  not  amounting 
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to  very  much,  and  I  understand  these  are  reimbursements  of 
moneys  advanced?     A.  Yes. 

Q.  Have  you  the  vouchers  for  those  items  ?     A.    I  have  not. 

Q.  Who  has  them  ?  A.  They  are  in  the  possession  of  the  audi- 
tor, Mr.  Whitney. 

MR  HUGHES :    That  is  all,  Mr.  White. 

W.  F.  THUMMEL,  called  as  a  witness,  being  duly  sworn, 
testifies  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Thummel,  where  do  you  reside  ?    A.  New  York. 

Q.  What  is  your  business?  A.  I  am  an  attorney  connected 
with  the  Law  Department  of  the  Mutual  Life. 

Q.  Are  you  an  attorney  of  this  state  ?    A.  Yes,  sir. 

Q.  Admitted  to  the  bar  of  this  state  ?    A.  Yes,  sir. 

Q.  And  how  long  have  you  been  connected  with  the  Mutual 
Life  ?    A.  A  little  less  than  six  years. 

Q.  Were  you  connected  with  any  insurance  company  prior  to 
that  time  ?    A.  Yes. 

Q.  With  what  company  ?  A.  I  was  the  agent  of  the  Saginaw 
Valley  Fire  and  Marine  before  that  time. 

Q.  Having  headquarters  where  ?    A.  Philadelphia. 

Q.  And  were  you  also  engaged  in  the  practice  of  your  profes- 
sion ?  A.  'No,  sir,  not  at  that  time.  I  had  not  been  very  long  with 
the  Saginaw;  about  two  years. 

Q.  Were  you  an  attorney  at  that  time?  A.  Oh,  yes;  been 
an  attorney  since  1874. 

Q.  I  see.  And  I  suppose  when  you  became  connected  with  the 
Mutual  Life  you  removed  to  New  York  ?    A.  Shortly  after. 

Q.  And  in  what  way  were  you  connected  with  the  Mutual  Life 
at  first — in  the  solicitor's  department  ?    A.  No ;  not  at  first. 

Q.  In  what  way  ?  A.  Well,  in  the  same  capacity  as  now,  but 
I  was  not  attached  to  the  solicitor's  department  for  several  months. 

Q.  Are  you  on  a  regular  retainer  at  the  present  time  ?  A.  I 
am  on  a  salary. 

Q.  And  what  is  that  salary,  sir?    A.  $7,200. 

Q.  And  how  long  have  you  been  in  that  position,  I  mean  re- 
tained on  a  salary  ?  A,  Why,  it  has  always  been  salary ;  never  been 
anything  else. 

Q.  Do  you  occupy  a  part  of  the  rooms  set  aside  for  the  solici- 
tor's department  in  the  Mutual  Life  Building?    A.  Yes. 
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Q.  What  department  of  legal  work  receives  your  attention  ?  A. 
Taxes. 

Q.  Anything  else  ?    A.  Legislation. 

Q.  Generally  throughout  the  United  States  ?    A.  Generally. 

Q.  And  that  has  been  so  for  some  time  ?  A.  Always ;  since  I 
have  been  with  them  ? 

Q.  We  have  had  some  evidence  from  a  representative  of  the 
Equitable  Life  Insurance  Society  with  regard  to  arrangements 
that  are  made  between  you  and  Mr.  Hamilton  and  Mr.  Mayne 
with  regard  to  a  division  of  territory.  Will  you  please  state  just 
what  was  done  in  that  respect  ?  A.  That  arrangement  existed  be- 
fore my  connection  with  the  company  and  has  been  continued  up 
to  the  present  time,  so  far  as  I  know.  Certain  portions  of  the 
United  States  that  required  attention  were  divided  so  as  not  to 
multiply  effort.  The  balance  of  the  states  were  what  we  called 
open ;  anybody  attended  to  them  that  could  most  conveniently. 

Q.  What  was  the  actual  division  of  territory  between  you  and 
the  New  York  Life  and  the  Mutual,  the  last  division  made  ?  A. 
I  will  have  to  give  that  from  memory  becaiise  I  haven't  any  list 
of  it.  The  Mutual  Life  had  Virginia,  North  Carolina,  Alabama, 
Kentucky,  Ohio,  Michigan,  Minnesota  and  Washington,  Oregon 
and  New  Mexico.  The  Equitable  had  Maryland,  South  Carolina, 
Georgia,  Louisiana,  Mississippi,  Texas,  Colorado,  Arkansas,  Cali- 
fornia and  Nevada.  The  New  York  Indiana,  Illinois,  Wisconsin, 
loAva,  Nebraska,  Kansas,  Missouri,  Tennessee,  Indian  Territory 
I  don't  mean  Indian  Territory,  Oklahoma.  The  rest  of  the  terri- 
tory was  regarded  as  open.  We  looked  particularly  after — ^when 
we  conveniently  could — anything  that  happened  up  in  the  New 
England  States,  and  I  think  the  Middle  States.  Affairs  in  the 
District  of  Columbia  I  usually  attended  to,  although  that  was  not 
supposed  to  be  in  the  general  arrangement.  I  had  nothing  to  do 
personally  with  the  direction  of  affairs  except  in  Massachusetts 
imtil  I  got  down  to  Virginia.  Of  course,  if  I  was  directed,  by  the 
general  solicitor  to  do  any  particular  act  in  any  place  I  would 
do  it,  but  I  didn't  take  any  initiative  in  any  of  them  except  there. 

Q.  Does  that  also  refer  to  New  York,  include  New  York?  A. 
Oh,  yes,  sir.  I  had  nothing  whatever  to  do  with  New  York  at 
any  time. 

Q.  Who  did?  A.  Well,  I  don't  know  any  more  about  it  "than 
was  in  the  papers  yesterday.  I  never  had  anything  to  do  with  it, 
and  was  never  consulted  in  regard  to  it  and  I  have  no  personal 
knowledge  in  regard  to  t]}at  matter. 
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Q.  How  was  the  matter  of  expenses  adjusted  between  the  com- 
panies? A.  Why  in  a  general  way — the  general  plan  was  that 
each  paid  their  own  expenses,  and  from  time  to  time  we  adjusted 
and  paid  differences. 

Q.  If  the  Mutual  Life,  for  example,  had  general  supervision 
over  certain  states,  the  amounts  expended,  would  be  expended 
through  the  Mutual  Life's  representative,  would  they  not?  A.  I 
presume  so. 

Q.  And  you  mean  that  then  there  would  be  a  clearing  of  ex- 
penses in  the  different  territories  and  balances  would  be  paid?  A. 
Well,  if  I  understand  your  meaning  by  that  word  "  clearing,"  yes, 
sir,  it  would  be  triie. 

Q.  Well,  to  avoid  any  possibility  of  misapprehension,  if  you 
will  explain  just  what  was  done.  A.  Well,  for  instance,  if  at 
any  time  we  got — when  it  was  convenient  we  found — of  course, 
these  figures  are  merely  arbitrary — that  we  had  expended  say 
$10,000,  I  would  charge  the  Equitable  with  one-third  of  that 
$10,000  when  we'  came  to  settle  up,  if  I  was  doing  that  part  of 
it.  If  they  had  in  the  same  time  expended  $12,000  they  would 
charge  us  with  one-third  of  that  $12,000,  and,  of  course,  wp 
would  pay  them  the  difference  between  our  one-third  and  their 
one-third. 

Q.  Was  an  account  kept  in  your  books  of  these  expenses? 
A.  No. 

Q.  When  I  said  your  books,  I  did  not  mean  your  individual 
books.    A.  I  don't  know . 

Q.  But  I  mean  the  books  of  the  company.  A.  I  don't  know 
about  that,  sir. 

Q.  Through  whose  hands  did  the  money  go?    Did  it  go  through 

your  hands?    A.  Some  of  it. 

Q."  When  it  did  go  through  your  hands  what  form  of  voucher 
did  you  turn  in?  A.  Well,  now  that  would  depend.  •  Sometime? 
I  would  take  a  voucher  from  the  person  it  was  paid  to,  usually 
that  was  the  case.     I  tried  to  do  that  as  much  as  possible. 

Q.  In  other  words,  to  turn  in  a  voucher  which  would  show  the 
disposition  of  the  money?  A.  Well,  as  far  as  the  voucher  could 
show  it,  yes.  At  sometimes  I  presume  I  have  received  money  on 
my  own  voucher. 

Q.  Do  you  know  on  what  account  these  payments  were  made 
to  you  and  for  whi^h  you  furnished  vouchers,  were- charged  by 
the  company?    A.  I  do  not.    - 
38 
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Q.  Were  the  payrnents  that  were  made  to  you  charged  in  your 
personal  account  with  the  coinplany  at  all,  or  did  ybu  have  a  per- 
sonal account  inth  the  company?  A.  Why,  I  ptesiitne  I  have 
a  personal  account  with  the  company;  yesj  sir. 

Q.  Well,  do  you  know  anythiiig  about  it^  A.  I  do  not  kiiow 
anything  aboilt  it  at  all. 

Q.  Save  you  ever  teesil  furnished  a  transcript  of  any  account? 
A.  ISTo,  sir. 

Q.  Why  do  you  say  you  presume  you  havte  a  personal  ac- 
count? Do  you  mean  simply  as  to  salary?  A.  Well,  I  presume 
there  is  a  salary  accbiaiit,  and  then  there  would  be  an  expense 
account. 

Q.  There  ivould  be  an  expense  account  in  which  you  would 
be  charged  with  moneys  that  you  had  received?    A.  Yies,  sir. 

Q.  Do  you  receive  any  moneys  for  expenses  other  than  the 
moneys  you  receive  in  connection  with  ybiir  work  in  looking 
after  taxatien  and  legislation?     A.  No. 

Q.  So  it  is  your  idea  that  the  moneys  you  received  to  be  dis- 
bursed ill  such  matters  \Vould  be  in  an  account  between  the  com^ 
pany  and  you?    A.  I  presume  so. 

Q.  And  it  is  not  ybur  idea  that  the  company  keeps  an  account 
with  the  individuals  to  whom  you  may  pay  money?  A.  I  would 
think  that  that  wis  true. 

Q.  Or  that  it  keeps  a  general  account  under  some  generic 
head,  to  which  all  moneys  of  that  kiiid  would  be  chained?  A.  T 
don't  know. 

Q.  Did  the'  Mutual  Life  on  these  adjustments  ever  have  occa- 
sion to  pay  the  Equitable  anything?  A.  I  don't  remember  that 
they  ever  did. 

Q.  OrtheJSTewYorkLifje?    A.  Yes,  sir;  I  think  they  did. 

Q.  What  payments  ,  do  you  recall  having  been  made  to  the 
New  York  Life  by  the  Miltual?  A.  I  cannot  recall  any  with 
sufficient  clearness  to  state  them.  I  know  as  a  general  propo- 
sition that  the  New  York  Life  expenses  exceeded  ours,  and  that 
ours  exceeded  the  Equitable's. 

Q.  Do  you  know  whether  those  payments  were  made  to  the 
New  York  Life  or  to  ^ame  individual  representing  the  New 
Yorfc  Life?    A.  Well,  I  don't  know  because  I  never  made  them. 

Q.  And  you  don't  know;  to  what  account  they  were  charged? 
A.  I  don't  know  anything  about  that. 

Q.  Have  you  met  Mr.  Andrew  Hamilton?    A.  Yes. 

Q.  From  time  to  time?    A.  Yes,  I  know  him. 
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Q.  Have  you  talked  with  him  in  regard  to  the  disposition  of 
moneys  in  regard  to  the  legislation?    A.  No. 

Q.  Never  have  had  any  talk  with  him  about  it?    A.  No,  sir. 

Q.  Did  you  ever  receive  any  moneys  from  Mr.  Hamilton?  A. 
Well,  1  am  not  clear  as  to  that.  I  have  received  some  money 
from  the  New  York  Life.  I  want  to  state,  however,  that  there 
was  none  for  my  personal  account.  It  was  in  connection  with 
adjustments  of  expenses  between  the  companies. 

Q.  It  was  not,  or  it  was  in  adjustment?  A.  It  was  in  adjust- 
ment. If  any  money  was  paid  to  me  it  was  in  that  way.  They 
never  paid  me  anything  for  sfervices  in  any  way,  shape  or  man- 
ner. 

Q.  How  recently  have  you  received  any  money  from  the  New 
York  Life?  A.  The  last  time  there  was  any  adjustment  of  ac- 
count, as  I  remember,  it  was  something  over  a  year  ago.  That 
is  as  far  as  I  know  anything  about  it.  And  there  was  a  small 
balance  due  us  at  that  time,  I  don't  know  how  much,  and  I  think 
it  is  very  possible  that  balance  may  have  been  .paid  to  me,  al- 
though I  am  not  —  I  don't  know  about  it.  It  was  not  my  own 
money,  and  these  matters  were  settled  up,  and  when  they  were 
once  settled  up  I  thought  no  more  about  them. 

Q.  Do  you  recall  whether  that  was  in  cash  or  in  check?  A. 
My — I  would  not  know. 

Q.  "What  individual  from  the  New  York  Life  gave  you  the 
money?  A.  Well,  I  would  not  say  that  any  individual  gave  it 
to  me.  I  don't  remember.  I  say  that  I  think  it  is  possible  that 
on  that  occasion  I  got  it.  If  I  did,  I  presume  I  got  it  fi^om  Mr. 
Hamilton  or  through  his  office. 

Q.  Do  you  recall  any  other  occasion  on  which  money  was  paid 
over?  A.  I  think  there  was  one  occasion  before  that  when  a 
specific  amount  for  a  specific  purpose  was  handed  to  me  by  some- 
body, probably  Mr.  Hamilton. 

Q.  What  amount  was  that?  A.  I  could  not  say.  I  think  it 
was  about  from  $1,300  —  I  would  say  about  $1,300. 

Q.  How  long  ago  was  that?  A.  Well,  that  would  be  some- 
thing over  a  year  and  a  half,  about  two  years  ago. 

Q.  Wais  that  in  connection  with  your  line  of  work  ?  A.  That 
was  in  connection  with  Iowa. 

Q.  And  what  was  the  specifi:c  purpose  that  you  referred  to  ?  A.. 
The  specific  purpose  was  for  the  purpose  of  trying  to  create  some- 
thing of  a  public  sentiment  against  vicious  legislation,  against 
strike  bills,  and  in  favor  of  lower  taxation  for  life  insurance. 
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Q.  How  was  public  sentiment  to  be  created.  A.  Sometime 
before  that  I  had  been  thinking  of  the  matter  of  legislation  —  I 
mean  adverse  legislation  —  the  number  of  bills  that  were  always 
coming  up.  I  had  conceived  the  idea,  which  was  not  original  with 
me  at  all,  of  trying  to  have  more  or  less  publicity  in  regard  to  life 
insurance  and  the  aims  and  objects  of  life  insurance,  and  the  cost 
of  it,  particularly  along  the  line  that  any  charge  on  life  insur- 
ance premiums  was  a  tax  on  the  individual.  I  was  coming  east 
and  I  stopped  at  Des  Moines  and  had  a  talk  with  some  of  the  life 
insurance  officials  there  along  these  lines.  Sometime  after  that 
one  of  them  came  to  see  me  about  it  and  the  result  was  that  he 
undertook  to  organize  a  bureau  for  writing  letters  disseminating 
literature  and  that  sort  of  thing  among  the  people  of  the  State  of 
Iowa,  and  he  conducted  that  bureau.  The  ultimate  idea,  of  course, 
was  for  the  reduction  of  taxation,  and  this  money  was  furnished 
him  for  the  expenses  of  that  bureau. 

Q.  That  being  one-third  of  the  total  contribution  for  that  pur- 
pose?   A.  Yes. 

Q.  The  other  two-thirds  coming  from  the  Equitable  and  the 
ilTew  York  Life  ?  A.  If  the  Equitable  was  in  that  would  be  true, 
but  if  not,  it  would  be  one-half,  but  1  think  it  was  one-third. 

Q.  At  any  time  have  you  received  other  moneys  from  Andrew 
Hamilton  ?  A.  Not  that  I  remember  of  now.  If  any  money  was 
received  it  was  in  adjustment  of  the  difference,  but  that  is  all  I 
can  remember  of. 

Q.  At  any  time  did  you  pay  any  money  to  Mr.  Hamilton?  A. 
'No,  I  don't  think  I  ever  paid  him  any  money.  I  have  no  recol- 
lection of  it. 

Q.  You  have  received  money  from  time  to  time  from  other 
persons  besides  Mr.  Hamilt-on,  representing  the  New  York  Life  ? 
A.  I  think  not. 

Q.  Mr.  MeCall,  testified  as  I  recalled  it,  yesterday,  that  you 
had  been  retained  in  connection  with  a  bill  for  Federal  super- 
vision-?  A.  Mr.  McCall  was  mistaken  in  that  so  far  as  any  re- 
tainer was  concerned.  I  am  iii  the  employ  of  the  Mutual  Life  in 
all  that  I  do,  and  my  compensation  comes  from  them.  In  that 
matter!  saw  Mr.  McOaU,  and  I  probably  asked  him  if  his  com- 
pany would  contribute  to  that  purpose  to  the  extent  of  a  portion 
of  the  expense.    It  was  not  a  retainer. 

Q.  And  what  was  his  answer  ?    A.  He  said  he  would. 

Q.  And  did  you  have  a  similar  interview  with  some  one  repre- 
senting the  Equitable  ?    A.  "Why,  it  is  very  possible,  quite  prob- 
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able  that  I  did,  because  I  would  not  go  into  a  matter  of  that  kind 
without  a  consultation  with  them  in  regard  to  it. 

Q.  How  long  have  you  represented  the  insurance  companies 
in  connection  with  the  matter  of  Federal  Supervision  ?  A.  Well, 
that  matter  ran  through  one  —  a  little  more  than  one  Congress. 

Q.  Can  you  tell  me  what  amount  the  Mutual  Life  has  disbursed 
in  connection  with  the  work  that  you  have  done  during  the  last 
five  years  ?    A;  No,  sir,  I  could  not  because  I  don't  know. 

Q.  "What  amount  has  passed  through  your  hands  approxi- 
mately ?  A.  "Well,  that  would  be  difficult  to  say.  Compairatively 
small  amounts. 

Q.  Take  the  year  1904,  for  example,  how  much  was  paid  out 
by  you  in  that  year  which  you  received  from  the  Mutual  Life? 
A.  1904, 1  am  not  sure  whether  it  was  1904  or  1903  that  Alabama 
was  in  session.  In  that  State  I  disbursed  probably  all  told,  or 
authorized  the  disbursement — I  did  not  disburse  any  of  it  myself 
— I  authorized  it  under  instructions  of  the  General  Solicitor — 
probably  twienty-two  hundred  or  twenty-three  hundred  dollars. 

Q.  Are  you  cognizant  of  disbursements  which  do  not  pass 
through  your  hands,  but  which  are  made  to  protect  the  company 
against  legislation  which  it  deems  undesirable  ?  A.  No,  sir,  I 
would  not  have  any  knowledge  of  it  unless  somebody  just  hap- 
pened to  speak  about  it  to  me.  The  probabilities  are  that  I  would 
not  know  anything  about  it  at  all. 

Q.  Well,  do  you  say  that  all  payments  for  that  purpose  go 
through  your  hands  ?     A.  Oh,  no. 

-  Q.  Through  whose  hands  do  they  go?  A.  Why  I  would  say 
that  they  all,  so  far  as  the  work  that  I  know  anything  about — 
and  if  there  is  other  work  I  don't  know  anything  about  it — go 
through  the  hands  of  the  general  solicitor  or  myself. 

Q,  You  say  if  there  is  other  work  you  do  not  know  anything 
about  Do  you  mean  there  are  things  that  you  do  not  desire  to 
know  anything  about?  A.  No,  what  I  mean  is  that  if  there  was 
anybody  else  engaged  in  that  work  other  than  ourselves  I  don't 
know  it. 

Q.  What  officer  of  your  company  has  charge  of  these  matters, 
what  executive  officer  particularly?  A.  Well,  as  far  as  I  had 
occasion  to  see  the  executive  officers,  it  would  be  one  of  the  vice- 


Q.  Which  one?     A.  Mr.  Grannis,  usually. 

Q.  It  is  not  a  fact  that  Mr.  Grannis  is  in  complete  charge  of 
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this  department  of  you  business?    A.  I  would  say  so;  yes,  sir. 
That  is . 

Q.  And  Mr.  Grannis  would  know  just  what  payments  are 
made,  for  they  oannot  be  made  withtjut  bis  aufthorizaitiion,  is  not 
that  so?  A.  Ko,  that  is  going  a  little  further  than  tlm  facts, 
I  would  say,  beeause  I  would  think  iJmt  there  were  others  who 
had  plenty  ai  authority  to  make  payments. 

Q.  But,  as  a  matter  of  fact,  do  they  concern  themselves  witli 
it?  A.  Ordinarily  I  should  say  not,  so  far  as  my  experience 
goes.  Mr.  Grannis  was  more  familiar  with  that  matter  and  con- 
sequently whenever  there  was  occasion  to  talk  to  one  of  the  execu- 
tive officers,  I  usually  talk  to  him. 

Q.  You  have  mentioned  an  amount  of  $2,300  in  Alabama,  and 
think  you  have  mentioned  one  or  two  others,  small  sums.  Do 
you  mean  to  be  understood  as  saying  that  that  is  all  the  money 
that  was  spent  in  1904  by  the  Mutual  Life  to  protect  itself  from 
undesirable  legislation  ?  A.  No,  I  would  not  say  that  by  any 
means. 

Q.  What  amount  was  spent  for  that  purpose  ?  A.  I  could  not 
tell  you  the  full  amount. 

Q.  Approximately  ?     A.  In  that  year  ? 

Q.  Yes.  A.  Well,  I  should  say  that  the  amount  was  pri- 
marily disbursed  by  us  might  reach  $15,000.  It  might  reach 
more  than  that  and  it  might  reach  less. 

Q.  Do  you  use  the  word  primarily  with  any  special  signifi- 
cance? A.  Only  with  reference  to  adjustment  of  account  after- 
wards. 

Q.  You  mean  there  might  be  other  amounts  that  might  be  spent 
in  adjusting  accounts  ?  A.  No,  I  mean  that  that  would  be  for 
the  general  expenditure. 

Q.  Well,  why  do  you  say  primarily?  A.  Simply  because  it 
would  be  paid  by  us,  and  then  there  would  be  a  balance  in  our 
favor,  it  would  come  back  to  us. 

Q.  Do  you  include  in  that,  retainers  that  are  paid  to  indi- 
viduals in  various  States  to  look  after  the  Mutual  Life's  inter- 
ests ?  A.  Yes,  I  would  think  so.  Now  this  is — ^that  figure  is  a 
guess.  It  might  be  more  and  it  might  be  less.  I  do  not — I 
think,  however,  that  that  would  cover  it. 

Q.  Who  represents  you  in  the  various  States  which  are  under 
your  direct  supervision  ?  Will  you  enumerate  the  individuals-  that 
represent  the  Mutual  Life  in  those  States  ?  A.  In  Virginia,  Mr. 
Sands. 
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Q.  Wkoish^?  A-  He  is  an  attoimey  olRieljjnoud,  In  Nprth 
Carolina  we  have  no  representatiye.  We  have  an  attpxnej  there! 
that  we  employ  whenever  there  is  an  occasion,  apises.  I  never  had 
occasion  to  see  him  but,  OBiCe,  a,^^  it  was  o^  a  very  su^all  laiat^r, 
and  I  think  the  fee  he  charged  at  that  tijne  'vy.as  $250.  However, 
if  I  had  occasion  to  go  the^e  I  should  see  ^iip.  His  naiae  is  Foe 
or  Pou,  I  think  (P-o-e  or  P-o-u).  Ii^  j^^ab/ajana,  we  have  nobody 
r^ularly  who  resprq^nts  us.  We  ha'Vfe.  hobpdy  in  Michigan  at 
the  present  time.  Judge  Grubbs  represents  us  gpnerally  at  L^^uis- 
ville  in  regard  to  all  matters,  biit  very  little  I  wwld  say  in  regard 
to  legislative  matters.  Minnesota  I  know  B,o.th4i}g  ^bqut  af.d,  never 
had  anyhing  to  do  with  at  all.  In  Or^on  and  Wa^hingtoii  I  doii't 
remember  that  we  ever  had  any  representative  at  all.  I  thiok  th^t 
whatever  was  done  was  done  by  the  general  agents  a^d  that  woulxj 
be  so  with  all  of  the  othei;  States,  I  thi^ik.  In  iE^IassaqUnaetstS;  w;© 
have  no  representative  at  the  present  time. 

Q.  Did  you  formerly  ?    A.  Yes,  sir. 

Q.  Who  was  your  agent  there  formerly  ?  A.  Mr.  Walter  J. 
Holden. 

Q.  Is  he  an  attorney  ?    A.  'No,  sir. 

Q.  Have  you  made  it  a  practice  to  travel  about  the  country 
from  time  to  time  ?    A.  I  travel  a  great  (teal- 

Q.  Do  you  keep  posted  upon  the  bills  that  are  introduc^4  W 
various  legislatures  ?    A.  I  try  to. 

Q.  And  what  do  you  do  actually  in  endeavoring  to  defeat  such 
measures  as  you  think  are  strike  legislation  or  undesirable  meas- 
ures? A.  Well,  I  try  to  get  in  touch  wifh  th^  situation,  g^t  ac- 
quainted with  as  many  of  the  people  that  are  interested  in  the 
matter  as  I  can,  and  appear  before  committees  and  talk  with  the 
various  members  and  present  to  them  such  argutaenJfe^  for  or 
against  as  I  possibly  can. 

Q.  And  you  do  his  in  a  number  of  States?  A.  I  have  done 
that  in  a  number  of  places  and  a  number  of  States. 

Q.  And  for  a  number  of  years  ?  A.  Six  years.  In  addition 
to  that,  if  I  cannot  do  that  work  myself  I  epploy  someboiy  to 
assist  me. 

Q.  Do  you  keep  an  account  of  your  disbursenp.ents  in  connec- 
tion with  that  work  ?  A.  Why,  I  keep  no  account  of  disburse- 
ments, except  it  would  be  on  the  occasion  of  the  particular  work, 
I  would  report  whatever  I  disbursed.  I  would  say  that  there 
would  be  no  disbursements  unless  it  was  for  assistance  or,  pf 
course,  my  own  personal  account  which  I  kept  right  along. 
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Q.  For  your  own  personal  expenses?  A.  For  my  own  per- 
sonal expenses.  There  would  be  nothing  else  except  I  employed 
somebody  to  assist  me. 

Q.  Where  have  yon  been  this  year,  for  example  ?  A.  This 
last  year  ?    I  was  in  Michigan. 

Q.  What  was  going  on  there?  A.  There  was  a  bill  up  to 
increase  the  taxation,  as  I  remember  it,  one  per  cent. ;  it  was 
two  per  cent,  and  the  bill  was  to  increase  it  to  three  per  cent. ; 
it  might  be  2i,  but  I  think  three  per  cent.  I  saw  an  account 
of  that  bill  and  I  thought  it  was  a  matter  of -importance  and  I 
went  out  there  and  I  got  in  touch  with  the  situation  there.  I  found 
that  the  general  agents  of  the  company  generally  were  very 
much  exercised  over  the  matter  and  I  went  to  see  the  officers  of 
the  Michigan  Mutual  and  had  a  talk  with  them  about  it,  and 
laid  the  proposition  before  them  that  it  was  a  matter  of  a  great 
deal  more  interest  to  them  than  it  was  to  us,  for  while  the  bill 
would  not  increase  their  taxes  in  Michigan  any,  they  being  ex- 
empt from  taxes  in  their  own  State,  under  the  reciprocal  laws 
they  would  be  required  to  pay  that  increased  reciprocal  tax  in 
practically  all  the  States  that  they  operated  in  and  it  would  be 
a  very  serious  drain  upon  their  treasury.  I  went  to  Lansing, 
and  I  was  there  for  a  day.  I  concluded  that  the  general  agents 
and  the  interests  of  the  Michigan  Mutual  would  be  sufficient  to 
take  care  of  it  and  I  came  away. 

Q.  Well,  what  other  trips  have  you  made  this  year?  A.  And 
they  did  take  care  of  it  and  the  bill  was  defeated. 

MR.  PKENTICE :   Speak  a  little  louder. 

THE  WITNESS:  I  say  they  did  take  care  of  it  and  the  bill 
was  defeated.  I  employed  nobody.  Aside  from  that  I  went,  down 
to  Florida. 

Q.  You  have  spoken  of  the  general  agents  frequently  acting 
in  these  matters.  Do  you  authorize  the  general  agents  to  spend 
such  money  as  may  be  necessary  for  the  purpose  I  A..  I  Would 
not  do  that  generally,  no. 

Q.  Have  you  done  it  at  all  ?  A.  I  may  have  authorized  some 
expenditures.  I  would  say  possibly  I  have,  but  as  a  general  prop- 
osition I  would  not  do  that  if  I  could  have  it  done  by  somebody 
else. 

Q.  And  -^ho  would  do  it  normally?  A.  The  general  solicitor. 
Of  course,  if  there  was  an  emergency  and  I  was  on  the  ground 
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I  would  authorize  it  and  trust  to  have  my  authorization  approved 
when  I  got  back. 

Q.  Would  it  be  a  fact  that  a  good  deal  of  the  money  expended 
by  the  Mutual  Life  in  preventing  undesirable  legislation  would  be 
spent  by  the  general  agents  or  from  the  funds  of  agency  officers  ? 
A.  Well,  I  would  think  not.  So  far  as  I  had  anything  to  do  with 
that,  it  would  not  be  expended  from  their  funds  at  all  because  I 
would  instruct  them  to  make  vouchers  and  to  send  those  vouchers 
in  direct  so  that  they  could  be  reimbursed,  and  it  would  not  go  in 
their  agency  account.  Of  course  they  might  primarily  use  the 
money  they  had  in  their  hands. 

Q.  To  whom  do  those  vouchers  go  ?  A.  I  presume  they  would, 
come  to  the  law  department? 

Q.  And  they  would  be  approved  by  the  law  department  and 
then  sent  to  the  cashier?  A.  No,  sir,  they  would  be  approved  by 
one  of  the  executive  officers,  I  would  think. 

Q.  Mr.  Granniss?    A.  Very  likely. 

Q.  And  then  be  paid  in  regular  course  ?    A.  Yes. 

Q.  You  were  about  to  say  you  have  been  in  Florida.  Have  you 
been  anywhere  else  this  year  ?  A.  Why  I  have  made  more  or 
less  trips,  I  think,  but  those  are  the  only  ones  I  remember  in 
regard  to  legislation  except  that  I  was  in  Boston  two  or  three 
times. 

Q.  Were  you  in  ISTebraska  ?  ?  A.  No,  I  was  not  in  Nebraska. 

Q.  You  were  there  last  year  ?  A.  I  was  there  two  or  three 
years  ago;  three  years  ago. 

Q.  What  was  up  there  ?    A.  A  general  revenue  bill. 

Q.  How  long  were  you  there  ?  A.  I  was  there  about  four  or 
five  weeks. 

Q.  With  what  result  ?  A.  A  very  disastrous  one  as  far  as  we 
were  concerned.    There  was  a  combination 

Q.  You  found  it  a  rather  hard  situation  to  deal  vsdth,  didn't 
you  ?  A.  There  was  a  combination  against  us,  we  found  it  hard 
to  overcome. 

Q.  What  was  that  combination?  A.  A  combination  of  the 
other  corporations. 

Q.  What  do  you  mean,  the  other  insurance  corporations  ?  A. 
No,  sir,  it  was  a  general  revenue  bill  and  every  class  of  corporation 
was  fighting  it  harder  to  get  its  own  taxes  as  low  as  possible. 
The  railroads  were  entirely  too  much  for  us.  They  had  an  organ- 
ization complete  before  we  even  knew  of  the  situation,  and  it 
was  such  that  we  could  not  touch  it. 
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Q.  Did  iibt  you  firld  it  possible  by  your  arguments  as  to  the 
injustice  of  the  measure  as  it  affected  insurance  compaiiies  to  meet 
the  concehtrated  efforts  of  the  railroad  companies  ?  A.  I  did  not. 
I  was  nbt  ibagnetic  to  that  extent. 

Q.  You  thought  you  had  the  best  of  thfe  argumetit  but  thfey  had 
the  best  6f  the  situation?  A.  I  knew  I  had  the  best  of  the  atgii- 
iheht. 

Q.  And  you  were  dealing  I  suppose  with  intelligent  riien?  A. 
Well,  I  was  dealing  with  a  legislature  (laughter). 

Q.  Just  what  was  the  strength  of  the  opposing  parties,  wherein 
did  it  lie  ?  A.  Well,  I  don't  know.  I  nevisr  was  ablfe  to  find  out 
where  their  strength  laid.  They  had  it,  that  was  all.  I  tl-ied  to 
see  if  I  could  not  get  some  aid  and  comfort  from  them  but  1  could 
not.  They  talked  Very  niise  to  mfe,  but  they  Would  not  do  any- 
thing, they  would  not  help  in  any  way.  The  only  person  tliat  t 
got  any — ^well,  I  won't  say  assistance,  but  I  got  fair  tl-eatment 
from — was  the  representative  of  the  Pullman  cbthpatiy.  And  1 
was  telling  him  one  day  about  a  bill  that  I  had  seen  in  another 
legislature  regarding  Pullman  passes,  and  he  says,  "  For  God's 
sake  don't  say  anything  about  that  here."  And  after  that  hfe  was 
very  nice  to  ihe.    That  is  the  only  comfort  I  got  from  any  of  them. 

Q.  Where  else  have  you  befen  in  the  last  two  or  three  ycar.'i  ? 
A.  I  was  at  Colorado  several  years  ago.  I  was  borrowed  at  (hat 
time  by  the  Eqm'table. 

Q.  How  did  that  happen  ?  A.  They  had  nobody  that  they  could 
send  out  and  they  wanted  to  know  if  I  could  go,  and  I  was  not 
busy  just  then  aiid  I  said  yes,  and  I  went  out  there.  The  situa- 
tion at  that  time  was  that  a  bill  increasing  the  taxes  had  passed 
both  Houses  and  was  waiting  the  action  of  the  Governor.  I  Aveiit 
out  with  the  intention  of  making  an  argument  to  the  Governor. 
I  made  up  my  mind,  after  I  was  there  a  little  while,  that  I  could 
not  do  it,  and  I  employed  an  attorney  and  gave  him  sufficient  in- 
formation as  regards  the  general  subject  of  taxation  so  he  could 
make  the  argument,,  and  he  made  the  argument  before  the  gov- 
ernor an^  I  came  home. 

Q.  Does  it  happen  from  time  to  time  that  the  railroad  iritcref.t 
and  your  interbsts  are  on  the  same  side,  as  a  general  proposition  ? 
A.  I  would  say  that  that  never  happens,  as  a  general  proposition 
there  are  efforts  being  made  all  along  the  line  for  increased  reve- 
nues, and  the  subject  of  those  attacts,  if  you  will  permit  we  to 
use  that  expression,  are  corporations  generally.    We  have  noth- 
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ing  in  common  with  any  class  of  corporation,  not  even  the  fire  in- 
surance corporations,  because  they  are  usually  against  U3,  that  we 
can  make  a  combination  with.    We  make  our  own  fights  til\v;iys. 

Q.  Have  you  ever  appeared  any^vhere  in  support  of  railroad 
interests?    A.  No,  sir. 

Q.  You  spoke  of  your  appearances  in  Washington.  Have  the 
insurance  interests  at  any  time  directly  or  indirectly  assisted  the 
railroad  interests  there  ?  A.  Wot  to  my  knowledge.  I  never  heard 
of  it. 

Q.  There  has  been  no  suggestion,  for  example,  in  connection 
with  the  rate  bills  of  the  insurance  interests  with  the  railroads? 
A.  I  never  heard  of  any  such  thing. 

Q.  What  are  your  present  retainers  in  Washington  ?  A.  1  have 
none. 

Q.  Do  you  represent  the  three  companies  in  connection  v.'iffl 
Federal  insurance  in  the  matter  you  have  described,  that  i.^,  you 
haA-e  spoken  to  them  about  it?  A.  1  did,  but  that  matter  has 
been  closed  up  for  two  years. 

Q.  Nothing  at  present  pending  in  regard  to  it?  A.  I  have 
nothing  at  present  pending  at  Washington.  Now,  I  have  had 
several  matters  in  Washing-ton  of  importance  to  the  insurance 
interests.  The  first  one  was  in  relation  to  the  repeal  of  the  rev- 
enue stamps. 

Q.  War  tax?  A.  The  war  tax.  It  was  brought  to  our  atten- 
tion that  there  would  be  a  repeal  of  a  portion  of  those  taxes. 
We  were  anxious  that  ours  should  share  in  that  repeal,  and  I 
spent  all  of  that  session,  almost  the  entire  session,  at  Washington, 
until  that  bill  was  passed  and  signed.    That  was  successful. 

Q.  Who  did  you  represent  then?  A.  Well,  I  represented,  I 
suppose  —  well  I  represented  the  Mutual  and  I  saw  no  other  rep- 
resentative of  any  life  insurance  company  there;  I  would  say  that 
I  represented  the  three  companies  in  a  general  Way,  because  I 
don't  remember  that  I  ever  had  —  yes,  I  did.  I  have  a  number  of 
interviews  in  regard  to  that  matter  with  either  the  president  of 
the  Equitable  or  some  of  his  assistants  along  that  line. 

Q.  Who  did  you  usually  deal  with  at  the  Equitable?  A.  Well, 
now,  that  would  depend.  In  matters  of  that  kind  I  had  consulta- 
tions, as  I  say,  with  Presidient  Alexander  two  or  three  times. 
On  general  matters,  I  talked  with  Mr.  Mayne. 

Q.  Did  you  ever  talk  with  Mr.  Jordan?  A.  In  regard  to 
Massachusetts  only. 
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Q.  What  did  you  do  with  Boston?     A.  "Well,  at  what  time? 

Q.  When  you  were  there,  were  you  there  several  times?  A. 
Last  winter? 

Q.  Yes,  last  winter,  if  that  is  the  last?  A.  Why,  I  went  to 
Boston  for  the  purpose  of  a  consultation  with  the  attorney  of  the 
jSTew  England  Mutual.  He  had  said  to  me  several  times,  know- 
ing that  we  had  Mr.  Holden  retained,  that  he  thought  that  was 
an  expense  we  might  cut  off,  and  he  says,  "  If  you  will,  I  don't 
thinik  that  there  are  any  matters  that  can  come  up  that  would 
affect  the  ISTew  York  companies  that  would  not  equally  affect 
the  New  England  companies,  and  I  look  after  matters  for  them, 
and  consequently  at  the  same  time,  in  looking  after  their  matters, 
yours  would  be  protected,  and  I  think  you  can  save  that  expense." 
And  Mr.  Holden  had  ceased  to  be  our  representative  and  I  went 
down  there  for  the  purpose  of  reminding  him  of  that  conver- 
sation and  asking  him  if  that  would  be  true,  and  he  said  he  knew 
of  nothing  but  what  would  affect  all  companies  equally,  and  he 
says  if  there  is  anything  that  affects  the  New  York  companies 
that  don't  affect  ours,  so  that  you  would  have  to  give  personal 
attention  to  it  or  have  somebody  give  personal  attention  to  the 
matter,  I  would  let  you  know. 

Q.  What  had  Mr.  Holden  done  for  you  professionally  when  he 
was  under  retainer?  A.  Well,  Mr.  Holden  had  attended  to  the 
matters  before  in  the  Massachusetts  Legislature.  He  was  under 
an  annual  retainer  and  we  registered  him  as  we  must  do  under 
the  Massachusetts  laws,  and  he  did  what  was  necessary,  I  presume. 

Q.  Not  being  an  attorney,  how  could  he  represent  you  satis- 
factorily in  the  matter?  A.  Well,  a,  man  does  not  have  to  be  an 
attorney  to  make  an  argument  before  a  committee  necessarily. 

Q.  Was  that  Mr.  Holden's  forte  ?  A.  I  don't  know  what  Mr. 
Holden  did.  I  never  was  there  with  him.  I  know  he  took  care 
of  the  matter  so  that  there  was  no  legislation  that  was  adverse. 

Q.  Did  he  represent  other  companies?  A.  He  represented  the 
New  York  Life  a  part  of  the  time  and  the  Equitable  as  long  as 
he  represented  us. 

Q.  Did  he  represent  other  corporate  interests?  A.  I  don't 
know. 

Q.  Had  you  ever  gone  on  there  when  there  was  any  bill  pend- 
ing?   A.  No,  sir. 

Q.  Where  have  you  been  in  recent  years  when  matters  have 
been  pending  in  legislatures  that  you  deemed  inimical  to  your  in- 
terests aside  from  those  you  have  mentioned?     A.  I  have  been 
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in  Virginia  and  in  Louisiana,  I  went  down  to  New  Mexico  last 
year,  for  I  found  that  between  the  time  of  my  starting  and  get- 
ting down  there  that  the  bill  had  been  introduced  and  passed  by 
both  houses  and  signed  by  the  Governor,  and  I  said,  How  do 
you  do,  to  the  Governor,  and  came  back  again. 

Q.  When  it  is  necessary  to  disburse  money  in  connection  with 
these  trips  you  go  to  the  general  agent,  as  a  rule,  do  you  ?  A.  ISTo, 
sir. 

Q.  What  do  you  do?  A.  Why,  it  is  not — ^let  me  see  whether 
I  understand  you  or  not,  what  do  you  mean  by  the  necessity  of 
disbursing  money? 

Q.  Just  as  I  say,  if  you  need  to  use  money,  where  do  you  get 
it  ?    A.  Well,  I  don't  need  to  use  any. 

Q.  That  is  the  fact,  is  it ;  I  mean  to  say  you  do  not  have  occa- 
sion to  employ  anybody  locally  in  connection  with  these  matters  ? 
A.   Sometimes  I  do. 

Q.  When  you  do,  where  do  you  get  the  money?  A.  I  let 
them  make  a  voucher  when  the  service  is  rendered,  or  before,  if 
necessary,  and  I  get  the  money  from  the  office  and  send  it  to 
them. 

Q.  You  have  occasion  from  time  to  time  to  know  whether  any 
contributions  are  made  for  political  purposes  out  of  the  funds  of 
the  Mutual  Life?  A.  I  would  not  know  very  much  about  that. 
It  is  a  matter  that  does  not  come  within  my  province. 

Q.  Do  you  happen  to  know  of  a  contribution  made  to  the  Con- 
gressional Committee  ?     A.  Yes. 

Q.  When  was  that  made  ?    A.  One  was  made  last  year. 

Q.  What  was  the  amount?     A.  $2,500. 

Q.  Which  party  ?     A.  Republican. 

Q.  Also  to  the  Democratic  ?    A.  I  don't  know. 

Q.  Was  it  not  divided  ?    A.  Well,  that  was  one  that  was  not. 

Q.  Was  there  another  one  that  was  ?  A.  I  don't  know  any- 
thing about  it.  I  said  I  did  not  know  anything  about  the  Demo- 
cratic Committee. 

Q.  What  reason  was  there  for  a  contribution  by  the"  Mutual 
Life  Insurance  Company  to  a  Congressional  Committee?  A.  I 
don't  know. 

Q.  How  do  you  know  it  was  made  ?  A.  Because  I  had  personal 
knowledge  of  it. 

Q.  To  whom  was  it  made  ?    A.  Made  to  the  chairman. 

Q.  Who  was  he  ?    A.  Mr.  Babcoek. 

Q.  By  you  personally  ?    A.  I  handed  it  to  him. 
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Q.  Was  it  a  cheek  ?    A.  No,  sir. 

Q.  Cash  ?    A.  Cash. 

Q.  Prom  whom  did  you  get  it?  A.  Why  I  got  it  from  the 
cashier. 

Q.  On  what  authoafity  ?    A.  Mr.  Grajuiiss. 

Q.  Did  you  initiate  the  transactiom  or  was  Mr.  Graimiss  the  one 
who  told  you  to  do  it?  A.  N^either  one.  They  came  to  us,  they 
came  to  me  and  said  they  would  like  to  see  Mr.  Granniss.  I  took 
them  up  and  introduced  them,  and  after  some  talk  they  went 
away. 

Q.  Were  you  present  during  the  conversation  ?    A.  How  ? 

Q.  (Question  repeated.)     A.  Why,  yes,  I  was  there. 

Q.  What  was  the  ground  on  which  the  contribution  was  sug- 
gested? A.  Well,  the  general  ground  was  that  there  was  great 
danger  of  a  Democratic  House,  and  that  that  Avould  probably 
result  in  tariff  agitation  and  other  legislation  attempted  that  would 
be  of  such  a  character  as  to  upset  business.  That  was  the  basis 
of  the  argument 

Q.  And  affect  the  interests  of  policyholders?  A.  It  would 
very  much. 

Q.  Did  it  have  anything  to  do  with  Federal  supervision  of  in- 
surance-   A.  Nothing. 

Q.  That  was  not  suggested  in  any  way?  A.  So  far  as  I  know 
all  that— I  think  all  Federal  supervision  was  over  with  at  that 
time. 

Q.  Was  it  stated  that  any  other  insurance  companies  had  con- 
tributed ?  A.  The  statement  was  made  that  either  —  either  that 
they  had  or  application  would  be  made  to  them,  but  I  am  not 
very  clear  about  that.  And  whether  there  was  or  was  not  I  do 
not  know,  or  whether  there  was  any  application  made  or  not  I 
do  not  know.  But  the  general  suggestion  was  that  there  was  con- 
tributions of  that  kind. 

Q.  Did  you  have  any  information  of  any  other  political  contri- 
butions made  for  the  Mutual  Life  ?  A.  No,  sir,  that  is  the  only 
one  I  ever  knew  anything  about. 

Q.  Do  you  know  to  what  account  that  payment  was  charged? 
A.  I  do  not. 

Q.  When  you  say  that  that  is  tije  only  one  you  know  of  do  you 
mean  to  include  also  contributio.is  that  might  be  made  from 
general  agencies  or  branch  offices?  A.  I  never  head  of  such  a 
thing. 

Q.  And  of  course  I  am  not  now  speaking  simply  of  Congres- 
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sional  Committee,  but  contributions  for  politioal  purpos^^  to  any 
j)artyj  national,  local  or  gtate  matters  ?  A.  That  is  ^hat  I  under- 
stood. 

Q.  You  have  stated  all  yoi;  knqw  on  th^t  subject?  (No 
answer.) 

Q.  Have  you  dealt  with  anyone  on  behalf  of  the  Equitable  be- 
sides Mr.  Mayue  and  Mr.  Jordan  and  President  Alexander  ?  A. 
"No,  so  far  as  President  Alexander  was  concerned  it  was  just  a 
consultation  in  regard  to  the  desirability  pf  matters,  So  far  as 
Mr.  Jordan  was  concerned  it  was  simply  in  referenpe  to  Massa- 
chusetts. Mr.  Mayne  took  me  down  there  ope  day  to  talk  with 
hipa. 

Q.  It  is  suggested  to  me  that  the  insurance  business  in  the 
Districl;  of  Columbia  is  under  Congressional  regulation.  That  is 
the  fact,  is  it  not?  A.  Well,  I  will  tell  you.  Up  un|;il  a  few 
years  ago  there  was  practically  no  regulation  in  regar4  to  insur- 
ance in  the  District  of  Columbia.  There  was  a  t^.%  of  one  per 
pent  and  some  kipd  of  a  regulation  in  regard  to  its  collection, 
and  a  certificate  issued  after  the  payment  of  the  tax  or  possibly 
before  it,  that  would  entitle  the  company  to  do  business  tlipre. 
Then  a  code  of  insurance  law,  if  you  will  permit  me  to  use  th^t 
terni,  it  is  not  accurate,  was  passed  by  Congi'ess  and  npw  they 
have  a  department  there. 

Q.  I  want  to  put  the  question  directly  to  you,  so  as  to  leave 
no  misunderstanding  as  to  your  testimony,  although  I  m^y  have 
covered  it  already.  I  want  to  kuow  whether  you  authorized  or 
knew  or  were  informed  of  any  payments  out  oi  the  funds  qi  tjie 
Mutual  Life  Insurance  Company  directly  or  indirectly  to  any 
legislator  in  any  State?    A.  Hot  once,  not  a  single  cent. 

Q.  Or  to  anyone  who  was  in  political  relations  with  ^ny  legis- 
lator?   A.  N'o,  sir. 

Q.  Through  membership  in  any  campaign  pommittee  or  other 
connection  with  any  political  organization  or  otherwise?  A.  ISTo, 
sir.  The  only  disbursements  that  were  made  sp  far  as  I  know 
anything  about  it,  were  to  attorneys  and  agents  that  are  entirely 
open  to  regular  employment,  and  I  don't  know  and  never  had  any 
reason  to  think  or  to  suppose  that  in  any  way  any  part  or  parcel 
of  that  money  could  get  into  the  hands  of  any  member  of  the 
Legislature  whatsoever. 

ME.  HUGHES:  That  is  all. 
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BY  MK.  WEMPLE: 

Q.  Has  there  been  any  substantial  advancement  in  tbe  matter 
of  Federal  supervision?    A.  Yes,  sir,  I  think  so. 

Q.  Have  any  bills  been  introduced  in  Congress  looking  towards 
that  end?  A.  No.  "When  the  bill  for  the  creation  of  the  De- 
partment of  Commerce  and  Labor  was  up,  there  was  an 
amendment  asked  for  in  the  House  creating  a  department  or  a 
bureau  of  insurance  similar  to  the  bureau  of  corporations.  That 
bill  was  defeated  on  the  floor,  but  afterwards  an  amendment  was 
incorporated  in  the  section  creating  the  bureau  of  corporations, 
giving  the  Commissioner  of  Corporations  the  same  power  in 
regard  to  the  gathering,  compiling  and  publishing  of  statistics 
of  insurance  companies  as  of  all  companies  engaged  in  foreign 
or  inter-state  commerce,  including  insurance,  I  think  it  is  pretty 
nearly  the  reading  of  the  bill,  and  that  is  the  first  time,  so  far  as 
I  know,  that  the  rasurance  companies  were  ever  included  in  any 
general  legislation. 

Q.  The  constitutionality  of  that  question  has  been  involved, 
has  it  not?     A.  Oh,  yes. 

Q.  With  reference  to  direct  legislation  along  that  line?  A. 
Yes,  there  is  quite  a  controversy  in  regard  to  that. 

Q.  What  is  your  opinion  about  the  constitutionality  of  it  ?  A. 
I  think  it  is  constitutional.  If  I  had  not  thought  so  I  should  not 
have  directed  any  effort  in  that  way.  I  think  this,  that  he  ques- 
tion of  taxation  is  one  that  pertains  to  the  States.  I  doubt  very 
much  if  Congress  could  limit  that  question,  that  is,  I  think  that 
the  ^tate  of  New  York,  for  instance,  could,  of  course,  fix  the 
taxes  for  its  own  corporations,  and  if  a  company  like  the  North- 
western Mutual,  doing  business  in  New  York,  I  think  that  the 
State  of  New  York  could  tax  that  company.  I  do  think  that 
Federal  regulation  would  give  a  uniform  system  regarding 
life  insurance  to  the  country  and  would  prevent  a  host  of  bills 
that  every  year  are  coming  into  the  various  legislatures  all  over 
the  country  and  would  result  in  a  uniform  system  of  doing  busi- 
ness by  the  insurance  companies,  something  that  could  be  de- 
-pended  upon  and  would  decrease  the  cost  of  doing  business  to 
the  insurance  companies  very  much,  and,  of  course,  anything  that 
decreases  the  cost  is  for  the  benefit  of  the  policyholders,  because 
it  would  leave  more  money  to  pay  the  dividends. 

Q.  Would  it  be  easier  to  regulate  a  standrd  form  of  policy 
under  such  a  method  of  legislation?  A.  Do  you  mean  as  to 
the  standard  of  fire?    There  is  not  any  standard  form  as  to  life. 
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Q.  There  is  not  yet,  but  assuming  that  that  would  be  feasible 
later  on  ?  A.  I  do  not  see  how  that  could  be,  because  there  are 
so  many  different  forms  of  policies. 

BY  MR.  HUGHES: 

Q.  It  is  suggested  to  me  Mr.  Thummel,  that  you  desire  to 
explain  more  in  detail  the  nature  of  the  legislation  which  has 
elicited  these  efforts  on  your  part.  A.  Well,  I  would  say  gener- 
ally this,  that  there  are  several  classes  of  legislation  that  we  meet 
constantly,  in  almost  every  legislature.  The  first  and  the  most 
numerous  one  by  a  great  deal  being  what  is  sometimes  called 
strike  bills.  So  far  as  I  have  observed,  those  bills  are  prepared 
by  outsiders.  Very  seldom,  I  would  say,  by  a  member  of  the 
Legislature,  and  they  are  presented  usually  to  some  new  member 
of  the  Legislature  and  with  a — ^I  am  drawing  on  my  own  idea 
for  this  part  of  it — ^with  probably  the  suggestion  that  it  would 
redound  to  his  reputation,  and  it  is  introduced.  Then,  of  course, 
the  natural  result  would  be  that  the  people  who.  were  respon- 
sible for  its  introduction  would  seek  employment  and  try  to  kill 
it.  There  are  a  good  many  of  that  class  of  bills  at  one  time  and 
another.  Then  there  is  another  class  which,  is  very  much  more 
dangerous  to  the  companies  that  require  a  great  deal  more  effort 
to  prevent  their  becoming  laws,  and  that  is  the  class  of  bills  that 
are  inspired  by  other  corporations  for  the  purpose  of  relieving 
themselves  in  some  manner  from  some  obnoxious  provision  of 
the  law.  Usually  it  would  take  this  form,  "that  there  was  some 
regulation  required  by  a  corporation  that  had  a  small  revenue 
to  it,  and  for  the  sake  of  illustration  we  will  say  that  the  entire 
revenue  to  be  derived  from  that  particular  part  might  be  $5,000 
in  the  State,  and  the  corporations  that  would  be  affected  by  that 
would  introduce,  or  have  introduced,  a  bill  changing  the  revenue 
act.  And  it  would  be  very  likely  to  pick  upon  the  life  insurance 
premiums  as  the  vehicle  to  convey  more  taxes  into  the  treasury 
of  the  State.  And  somewhere  in  that  bill  there  would  be  a  pro- 
vision that  would  repeal  the  particular  provision.  Along  in  that 
line  I  know  of  at  least  two  instances  where  the  fire  insurance  com- 
panies have  sought  to  be  relieved  of  what  to  them  were  very 
onerous  provisions  through  the  medium  of  a  genearl  insurance 
bill  that  would  have  a  repealing  clause  in  that  would  repeal  those 
provisions  to  which  they  objected. 
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Another  class  of  tiills  tliat  9,?e  very  vexatious  are  bills  that  are 
presented  by  attorneys  who  have  been  unsuccessful  in  litigation. 
There  are  not  very  many  of  these,  \>\-\t  there  are  some,  aid  they 
have  been  unsuccessful  because  of  certain  provisions  in  policies. 
I  have  known  this  to  happen  in  both  fire  insurance  and  life,  and 
they  would  introduce  an  act  which  would  make  that  particular 
provision  of  a  policy  null  and  void  in  the  future.  Theji  there  are 
the  class  of  bills  that  I  call  honest  bills,  and  that  is  sub-divided 
into  two.  The  first  class  might  be  a  very  mischievous  bill  but 
the  framer  of  it — and  he  is  usually  a  member  of  the  Legislature 
as  far  as  that  is  concerned — would  be  honest  in  his  conviction 
and  really  would  be  seeking  to  do  good  to  the  general  subject,  and 
then  there  is  the  bill  that  is  prepared  by  the  man  who  knows  what 
he  is  talking  about  and  that  is  actually  for  the  good  of  the  business, 
that  will  meet  a  defect  in  the  law,  and  rhat  kind  of  a  bill  we  are 
always  very  glad  to  see  enacted  into  a  law.  Anything  that  is  for 
the  good  of  the  business  we  are  always  very  glad  to  see  passed. 

Q.  How  many  policyholders  approximately  has  the  Mutual  Life 
in  the  State  of  N'ew  York?     A.  I  don't  know,  sir. 

Q.  Did  it  ever  occur  to  you  that  if  a  measure  was  introduced 
into  the  legislature  that  was  inimical  to  the  interests  of  the  policy- 
holders of  the  company,  and  they  were  acquainted  with  the  facts 
a  very  strong  public  sentiment  would  be  created  against  the 
passage  of  the  measure?  A.  That  is  exactly  what  we  tried  to  do 
in  that  Iowa  matter,  and  we  showed  them  by  every  means  possible, 
that  is,  it  was  done;  I  have  no  personal  supervision  of  it;  I  only 
saw  the  literature  from  time  to  time.  The  State  was  flooded  with 
letters,  circulars,  the  editorials  in  the  papers,  and  that  sort  of 
thing,  and  the  result  was  not  what  I  had  hoped  that  it  would  be 
right  along  the  line  that  your  question  suggests.  The  tax  is  an 
indirect  one  and  it  is  pretty  hard  to  get  much  co-operation  in 
that  line. 

Q.  You  think  that  the  policyholders  are  really  not  sufficiently 
alive  to  their  interests?  A.  T  think  this,  that  if  the  companies  had 
relied  upon  the  policyholders  to  defeat  bad  and  vicious  legislation 
that  three-fourths  of  all  the  bills  tljat  have  been  presented  in  the 
last  five  years  would  have  been  enacted  into  laws  and  that  the 
expenses  of  the  companies  would  have  been  increased  to  an  extent 
that  would  be  frightful  to  contemplate. 

Q.  Perhaps  a  little  experience  of  that  sort  would  make  the 
policyholders  more  sensitive  to  their  real  interests  in  the  matter? 
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A.  That  is  possible,  but  tbe  probabilities  are  that  they  would 
simfily  damn  th«  compauies  for  not  having  properly  attended  to 
things. 

MK.  HUGHES:   That  is  all,  Mr.  Thummel. 

ROBEKT  H.  McCURDY,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  McCurdy,  you  reside  in  Morristown,  New  Jersey?  A. 
Morris  Plains,  'New  Jersey,  sir. 

Q.  And  you  are  an  officer  of  the  Mutual  Life  Insurance  Com- 
pany?   A.  I  am. 

Q.  What  office  do  you  hold  ?     A.  General  manager. 

Q.  How  long  have  you  been  general  manager?  A.  Since  July 
1,  1903. 

Q.  "What  is  your  salary  ?     A.  $30,000. 

Q.  What  are  your  duties?  A.  My  duties,  under  the  by-laws, 
provide  that  the  president  and  vice-president  shall  have  power  to 
delegate  in  their  discretion  certain  of  their  duties  to  an  officer  to 
known  with  the  title  of  general  manager,  so  that  I  perform  such 
duties  as  are  delegated  to  me.  Principally  my  duties  consist  of 
the  supervision  and  a  direction  of  the  agency  matters  both  at 
home  and  abroad. 

Q.  Have  you  a  contract  with  the  company  relative  to  such  mat- 
ters? A.  I  have  no  contract  other  than  my  appointment,  my 
election  and  salary. 

Q.  Have  you  a  contract  for  compensation  with  reference  to  the 
business  transacted  abroad?  A.  I  had  a  contract  when  I  was 
superintendent  of  the  foreign  department.  The  last  contract,  I 
believe,  was  made  in  1901,  providing  for  the  payment  of  a  re- 
newal commission  on  such  business  as  was  done  through  the  for- 
eign department  for  a  duration  of  seven  years.  Since  I  have 
become  general  manager  I  have  collected  those  renewal  commis- 
sions under  that  contract,  but  I  have  no  interest  in  any  business 
done  since  my  election  as  trustee  and  general  manager. 

Q.  Have  you  here  a  copy  of  the  contract  ?  A.  I  have  here,  Mr. 
Hughes,  a  statement  giving  all  contracts  that  I  have  ever  had 
with  the  company  and  a  general  statement  of  my  relations  with 
the  company  since  1881.  Inasmuch  as  my  relations  have  been 
very  broadly  misquoted  in  newspapers  I  dictated  such  a  state- 
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ment  after  an  examination  of  the  contracts  and  books  to  my 
stenographer.  I  have  that  statement  herei  and  I  should  like  the 
privilege  of  reading  it. 

Q.  Ton  may  read  it.  In  the  year  1881  I  entered  the  office  of 
Charles  H.  Eaymond,  the  then  general  agent  of  the  Mutual  Life 
Insurance  Company  for  New  York  City.  I  became  a  junior  clerk 
vi/'ith  the  usual  clerical  duties,  and  at  a  salary  of  $1^000  a  year. 
Col.  Raymond  had  been  an  old  friend  of  our  family,  and  had 
known  me  intimately  from  boyhood,  and  at  the  end  of  the  year, 
made  me  a  partner  in  the  business,  and  gave  me  one-fourth  of  the 
net  profits. 

Q.  Pardon  me  a  minute.  What  was  your  age  at  that  time? 
A.  When  ?     When  I  went  in  with  Charles  H.  Raymond  ? 

Q.  In  1881,  yes.     A.  I  was  22  years  of  age. 

Q.  It  was  at  the  end  of  1881  that  you  were  mude  a  partner? 
A.  It  was  at  the  end  of  1882.  I  served  one  year  on  a  salary  of  a 
thousand  dollars. 

Q.  Yes.  A.  Al]  insurance  companies  at  that  time,  as  most 
companies  still  do  at  present,  farmed  out  territory  to  ageneie^s 
and  paid  the  agents  on  a  commission  basis.  These  commissions 
are  merely  gross  sums,  from  which  the  heavy  expenses  of  the 
agency  must  be  deducted  to  ascertain  the  net  profit.  The  general 
agents,  in  addition  to  paying  all  the  expenses  of  procuring 
insurance  within  the  limits  of  the  agency,  includng  the  large  com- 
missions paid  sub-agents  and  solicitors,  further  incur  all  the 
risks  of  losses  which  might  be  caused  by  the  defalcation  of  sub- 
ordinates or  other  casualty.  In  other  words,  the  general  agents 
make  themselves  responsible  to  the  company  for  the  business 
which  they  secure  and  for  the  payment  of  the  premiums  due 
thereon  and  the  amount  of  their  profits  is  wholly  dependent 
upon  the  amount  of  business  which  they  secure.  It  is  the  method 
by  which  the  insurance  companies  of  this  country  were  built  up 
and,  while  it  is  the  present  policy  of  our  Company  and  some  other 
companies  to  transform  all  such  agencies  into  salaried  positions, 
the  question  is  still  to  be  solved  whether  the  salary  system,  which 
to  some  extent  takes  away  from  the  agent  any  incentive  to  de- 
velop the  business  of  the  company,  will  be  as  effective  as  was 
the  old  managing  agency  system  on  a  commission  basis. 

Q.  Would  you  mind  reading  a  little  louder  and  a  little  more 
slowly. 

Q.  May  I  stand  up?  A.  Certainly,  I  will  be  very  glad  to  have 
you.     A.  I  can  read  a  little  better,  possiHy. 
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Late  in  1885  the  company  decided  to  secure  business  in  foreign 
countries,  and  as  some  small  amount  of  business  of  this  char- 
acter that  the  company  had  previously  done  had  been  carried 
on  through  the  New  York  agency,  I  was  appointed  on  January 
29,  1886,  Superintendent  of  the  Eoreign  Department.  The  fact 
that  I  had  been  partly  educated  abroad,  spoke  several  foreign 
languages,  and  had  travelled  extensively,  may  also  have  influenced 
my  selection.  The  appointment  was  made  by  Mr.  Robert  A. 
Granniss,  Vice-President,  and  Mr.  "William  J.  Easton,  Secretary 
of  the  Company,  and  it  was  agreed  that  I  was  to  receive,  as  com- 
pensation, 5  per  cent,  upon  the  premiums  collected.  While  this 
commission  seems  large,  it  should  be  remembered  that  there  was 
then  practically  no  business  and  that  it  had  to  be  created. 

Q.  Pardon  me  a  moment.  Does  that  mean  five  per  cent,  on 
all  premiums,  first  and  renewals?  A.  Yes,  sir.  It  was  so  uncer- 
tain Avhether  the  foreign  business  could  be  developed  by  an 
American  company,  that  I  retained  my  connection  with  the  New 
York  agency  and  paid  my  commissions  as  Superintendent  into 
the  firm  of  Charles  H.  Raymond,  thus  making  the  Foreign  De- 
partment virtually  a  part,  for  the  time  being,  of  the  New  York 
agency.  How  difficult  the  creation  of  new  business  was  may 
be  judged  by  the  fact  that  during  the  first  year  only  $17,190  was 
collected  in  premiums,  upon  which  my  entire  compensation  for 
establishing  agencies  in  different  countries  was  only  $859.50. 
Agencies  were  gradually  established  in  the  following  order: 
Mexico,  Hamburg,  Chili,  Peru,  Bavaria,  Berlin,  Australia, 
Porto  Rico,  Great  Britain,  Belgium,  Denmark  and  Norway, 
Italy,  Austria,  Hungary,  South  Africa,  Holland,  Spain,  Swe- 
den, the  Levant  and  Japan. 

I  submit,  for  the  information  of  your  Committee,  a  state- 
ment by  years,  showing  new  premiums,  total  premiums,  new 
insurance  established,  insurance  in  force,  death  claims  paid,  and 
the  percentage  cost,  and  shall  be  pleased  to  furnish  your  Com- 
mittee with  any  other  details  that  you  may  desire. 

Q.  Have  you  the  statement  here?  A.  The  statement  is  here, 
sir. 

■Q.  And  we  will  put  that  in  evidence  at  this  moment  in  con- 
nection with  your  statement. 

(Marked  Exhibit  253.) 

MR.HUGHES:  From  this  it  appears  that  the  new  premiums 
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at  the  end  of  188€  amounted  to  $17,1C0.G2;  that  the  total  prem- 
iums for  the  year  amounted  to  $17,425.68;  that  in  189-0  there 
was  an  increase  in  new  premiums  of  $628,991.94,  and  net  total 
premiums  received  $1,39'6^108.92.  In  1895  the  new  premiums 
amounted  to  $1,051,427.85  and  the  total  premiums  to 
$4,846,547.64. 

In  1900  the  new  premiums  amounted  to  $1,305,540.81  and  the 
total  premiums  to  $7,920,573.09.    In  l903,  the  last  year  given— 

Q.  Where  is  1904?  A.  1903  was  my  last  connection  with  the 
Foreigti  Department. 

ME.  HUGHES:  I  see.  1903  the  new  premiums  amounted 
to  $1,789,225.48,  and  the  total  preiniiims  to  $10,579,695.56. 

It  also  appears  that  the  insurance  in  force  in  1886  was 
$646,771  and  in  1903  $254,494,390;  that  the  death  claims  paid 
were  $19,909.60  in  1887  and  $2,532,668.90  in  1903;  that  the  cost 
in  percentage  in  total  outky — — . 

Q.  I  assume  that  means  total  outlay  in  the  Foreign  Depart- 
ment? A.  For  all  expenses  of  the  foreign  business  in  !N^ew  York 
as  well  as  abroad.  That  is,  to  say,  clert  hire,  rent  here  in  iSew 
York — everything. 

Q.  That  is  pertinent  to  that  business?  A.  Pertinent  to  the 
foreign  business. 

MR.  HUGHES:  That  the  cost  in  pefbeiitage  of  outlay  to  total 
income  in  1886  was  $233.73  per  cent.,  reduced  to  87.24  per  cent, 
in  1887  and  coming  down  to  50.30  per  cent,  in  1900,  31.96  per 
cent,  in  1895,  30.30  in  1900  and  27.31  per  cfent.  in  1903,  there 
being  two  years  lower  than  1903,  to  wit,  1901,  wheh  the  perceht- 
age  was  26.71  and  27.15  in  1902. 

(Exhibit  253  will  be  found  in  the  book  of  exhibits.) 

Q.  Proceed  with  your  statement,  please,  Mr.  McCurdy.  A.  At 
the  end  of  the  year  1888  my  commissions  from  the  foreign  busi- 
ness amounted  to  $23,522.61. 

Q.  You  mean  for  that  year?  A.  For  that  year,  yes;,  sir.  At 
my  own  suggestion  and  request  this  was  reduced  f  j^om  5  per  cent, 
on  all  premiums,  which  included  rcinewals,  to  5  per  cent,  on  first 
year's  premiums,  3  per  cent,  on  renewals,  and  2^  per  cent,  on 
annuities.  I  may  see  here,  as  explaining  this  reduction  as  well  as 
the  future  reductions  to  which  I  shall  refer,  that  while  the  com- 
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pany  hais  the  right  at  any  time  to  terminate  my  contract  fes  to  all 
future  policies,  I  had  fixed  contract  rights  in  all  business  there- 
tofore placed,  and  I  was  legally  therefore  entitled  to  5  per 
cent,  upon  all  future  premiums  on  business  established  from 
1886  to  1889,  which  in  the  future  would  have  amounted  to  a 
considerable  sum. 

Q.  Do  I  uiiderstand  that  you  relinquished  that  contract  right, 
or  that  it  continued?  A.  I  am  coming  to  that,  sir.  I  relinquished 
it.  But  at  my  own  suggestion  the  reduction  to  which  I  have 
referred  was  made  retroactive  and  applied  to  premiums  upon  past 
policies  as  well  as  those  to  be  secured  in  the  future. 

My  income  in  the  year  1889  amounted  to  $42,456.41.  On  April 
38,  1890,  I  again  requested  a  reduction  as  from  the  first  of 
January  of  that  year,  to  2J  per  cent,  on  first  year's  premiums,  on 
renewals  2  per  cent,  for  five  subsequent  years  only  and  1  per  cent, 
for  five  years  thereafter;  and  as  to  past  contracts,  as  to  which 
my  rights  were  fixed,  I  suggested  that  the  renewal  premiums 
which  had  previously  drawn  3  per  cent,  commissions  should  there- 
after draw  but  2  per  cent,  until  the  expiration  of  the  fifth  year,  and 
thereafter  for  five  more  years  at  the  rate  of  1  per  cent.  only.  This 
rate  of  compensation  continued  for  two  years.  At  the  end  of  that 
period  the  business  had  grown  so  that  in  the  year  1891  my  com- 
missions amounted  to  $51,626.07.  I  then  addressed  a  letter  to 
I  he  president  of  the  company,  in  which  I  said: 

"In  view  of  the  rapid  increase  in  the  amount  of  the  business, 
and  especially  of  the  renewal  premiums,  and  the  fact  that  the 
present  arrangement  is  a  very  complex  and  difficult  one  to  prop- 
erly check  and  audit,  and  furthermore  in  view  of  the  fact  that  dur- 
ing 1890  the  renewals  to  the  general  agents  in  the  United  State? 
were  reduced  from  ten  to  six  years,  it  is  hereby  suggested  that  the 
terms  of  the  above  described  arrangement  be  reduced  to  the 
following,  viz.: 

For  the  year  1892: 

A  commission  on  first  year's  premiums  of  2|  per  cent. 

A  commission  on  all  renewal  premiums  of  1  per  cent. 

A  commission  on  single  payment  life  or  endowment,  1  per  cent, 

A  commission  on  single  payment  annuities,  1  per  cent." 

The  business  continued  to  grow  throughout  the  world  beyond 
any  anticipation;  and  on  May  28,  1897,  I  addressed  a  letter  to 
the  President  of  the  Company,  in  which  I  again  suggested  the 
propriety  of  a  further  reduction  in  my  rates  of  commission : 
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That  letter  was  as  follows:  "  In  view  of  the  continued  increase 
of  the  insurance—^ — ." 

Q.  Pardon  me  a  moment.  Will  you  state  what  your  income 
was  while  this  last  arrangement  was  in  force  from  1892  to  1897  ? 

MB.  BECK:    That  is  a  part  of  the  statement. 

Q.  You  have  a  complete  statement?  A.  I  have  a  complete 
statement. 

Q.  Then  we  will  put  that  in  when  you  get  through  with' the  part 
you  are  now  stating.  A.  The  last  letter  which  I  wrote  to  the 
president  on  May  28,  1897,  was  as  follows: 

''  In  view  of  the  "continued  increase  of  the  insurance  in  foreign 
countries,  I  now  suggest  that  the  commission  paid  me  on  first 
year's  premiiuns  be  further  reduced  from  2^  per  cent,  to  1  per 
cent." 

This  reduction,  approved  by  the  vice-president,  general  mana- 
ger and  auditor  of  the  company,  established  a  commission  of 
1  per  cent,  on  first  year's  premiums,  with  a  renewal  commission 
of  1  per  cent,  on  six  subsequent  premiums. 

On  December  26,  1900, 1  wrote  the  following  letter  to  the  then 
General  Manager  of  the  Company  and  suggested  in  view  of  the 
great  growth  of  the  Company's  foreign  business,  that  a  further 
reduction  should  be  made. 

At  present  my  contract  with  The  Mutual  Life  Insurance  Com- 
pany of  New  York,  as  Superintendent  of  the  Foreign  Depart- 
ment, provides  for  a  commission  of  1  per  cent,  upon  all  life  in- 
surance premiums  and  annuities  issued  through  the  Foreign  De- 
partment, and  in  the  event  of  my  death,  resignation  or  reir  oval 
from  office  the  Company  is  to  pay  me,  my  executors  or  assigns  a 
renewal  commission  of  one  per  cent,  during  seven  subsequent 
years  on  all  the  premiums  collected  upon  insurance  in  force  at 
the  time  of  such  death,  resignation  or  removal. 

Following  previous  precedent,  I  now  suggest,  in  view  of  the 
continued  growth  of  the  foreign  business,  that  hereafter,  begin- 
ning with  the  accounts  for  Januaj'y,  1901,  my  commission  on 
first  year's  premiums  be  suppressed,  but  that  in  other  respects  my 
contract  as  above  recited  be  continued." 

On  June  2,  1903,  I  tendered  my  resignation  as  Superintendent 
of  the  Foreign  Department,  and  on  June  12th  was  elected  Gen- 
eral Manager  of  the  Company  at  an  annual  salary  of  $20,000, 
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■which  was  increased  on  July  1,  1904,  to  my  present  salary,  which 
is  $30,000  per  year. 

I  repeat  that  all  of  these  reductions  were  made  at  m,y  own  in- 
stance, and  because  I  deemed  them  fair,  in  view  of  the  unex- 
pected growth  of  the  foreign  business  of  the  Compftny.  All  \7ore 
retroactive  and  affected  insurance  placed  prior  to  such  reductions, 
respectively,  ^and  as  the  Company  had  no  power  to  reduce  my  in- 
^rest  in  such  commissions,  my  voluntary  surrender  of  them  s-aved 
the  Company  many  thousands  of  dollars. 

It  is  true  that  at  the  date  of  my  election  as  General  Manager,  in 
addition  to  my  salary  I  had  the  commissions  last  referred  to  of 
1  per  cent,  on  seven  renewal  premiums  only,  upon  all -foreign 
policies  placed  during  my  superintendency  of  the  Foreign  De- 
partment. But  these  are  constantly  decreasing  owing  to  lapse, 
surrender  or  death,  and  the  last  of  them  will  cease  in  the  year 
1910.  In  accepting  a  salaried  position  in  lieu  of  my  commissions 
on  future  new  business,  I  will  ultimately  have  substituted  for  a 
large  income  a  relatively  small  salary.  Let  me  add  that  this  is 
the  only  salary  that  I  receive  from  the  Mutual  Life  Insurance 
Company  or  from  any  other  company. 

I  am  aware,  notwithstanding  the  reduction  from  time  to  time 
in  the  rate  of  commissions,  that  through  the  remarkable  and  unex- 
pected growth  of  the  business  of  the  Foreign  Department  my  com- 
missions have  reached  a  large  sum,  but  the  Committee  should  re- 
member that  they  are  commissions  on  a  business  which  had  no 
existence  before  I  organized  the  Foreign  Department,  and  that 
my  duties  as  Superintendent  were  both  onerous  and  responsible. 
I  not  only  had  to  supervise  the  establishment  of  agencies  in  many 
parts  of  the  world,  but  also  the  preparation  of  the  various  con- 
tracts in  different  languages  and  the  creation  of  a  financial  system 
whereby  the  company  could  carry  out  its  contracts  in  different 
currencies  and  in  all  parts  of  the  world  at  the  minimum  of  ex- 
pense. I  developed  the  business  in  each  country  on  different  lines, 
after  a  careful  study  of  local  conditions,  and  this  required  re- 
peated visits  to  the  more  important  agencies  in  foreign  countries. 
As  a  result  of  eighteen  years'  work,  the  business  has  grown  to  such 
an  extent  that  the  premiums  received  from  foreign  agencies  in 
1903  amounted  to  $10,579,695 ;  and  from  the  inception  of  tlic 
department  to  the  end  of  1903  the  total  premium  income  was 
$82,271,466,  and  the  insurance  in  force  aggregated  $254,494,390. 
As  an  evidence  of  stability,  we  have  from  time  to  time  bought 
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real  eistate  or  ejected  buildings  in  Beriin,  Paris,  Londpn,  Sydney, 
Cape  Town  and  Mexico.  While  the  expenses  of  this  department 
have  been  necesaa^Uy  large,  yet  they  have  all  be§n  paid  iox  out  of 
the  proceeds  of  the  Foreign  Department,  with  tl^e  exception  of 
aboiit  $57,000,  which  in  the  first  two  or  three  years  of  the,  f p,r,eign 
department  was  advanced  by  the  company,  to  start  its  business., 

With  this  exception,  the  entire  losses  and  expenses,  including 
those  in  New  York,  of  the  foreign  business,  have  been  met  by  its 
own  receipts. 

Moreover,  the  ratio  of  expense  to  total  receipts  has  steadily 
decreased,  until  in  the  year  1903  it  was  27  per  cent,  wl^ich  is 
not  higher  than  a  like  ratio  upon  the  company's  insurance  in  this 
country. 

I  believe  that  the  accounts  of  the  Foreign  Department,  which, 
as  stated,  are  kept  separately  from  the  other  business  of  the  Com- 
pany, and  which  are  open  to  your  inspection,  are  not  surpassed  in 
accuracy  and  completeness  by  any  accounts  in  any  business. 

I  have  made  this  somewhat  lengthy  statement,  not  only  to  save 
the  time  of  the  Committee,  but  because  of  an  impression  which  is 
said  to  prevail  that  the  foreign  business  of  the  Company  is  a  rela- 
tively heavy  burden  to  its  finances,  and  that  I  have  unduly 
profited  by  such  business.  Had  I  stood  upon  my  contj;a,ct  rights 
as  to  commissions,  which  the  Company  could  not  modify,  I  would 
have  received  very  much  larger  sums;  but  my  earnest  purpose  to 
keep  my  personal  return  from  a  business  which  I  had  largely 
created,  a  reasonable  amount,  is  best  manifested  by  the  facts  which 
I  have  stated  and  which  are  submitted  for  the  fair  consideration 
of  the  Committee. 

I  would  like  to  present  to  you,  Mr.  Hughes,  a  full  record  of  the 
foreign  department  in  1886  to  1904  inclusive. 

ME.  HUGHES:    I  offer  this  record  in  evidence. 

(Admitted  and  marked  Exhibit  254,  and  will  be  found  in  the 
book  of  exhibits.) 

Q.  When  were  you  born,  Mr.  McOurdy?  A.  The  26th  of 
May,  1859. 

Q.  And  when  did  you  graduate  from  college  ?  A.  Graduated 
in  the  spring  of  1881. 

Q.  And  what  did  you  do  then  ?  A.  After  I  graduated  I  went 
to  Europe  and  traveled  until  November  or  December,  when  I  re- 
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turned:  and  entered  the  affice  of  Mr.  Chaiies  H.  Raymond's 
general  agency. 

Q.  Did  Mr.  Charles  H.  Eaymond,  prior  to  that  time  have  a 
partnecr?    A.  He'  had.    He  had  none  at  that  time. 

Q.  For  how  long  had  he  been  without  a  pairtner?  A.  I  can't 
say.    It  "was  several  years. 

Q.  You  were  with  ham  for  a  year  as  junior  clerk,  then  in  1882 
you  entered  the  firm  on  the  basis  of  a  division,  three-quarters  to 
Mr.  Raymond  and  one-quarter  to  you  of  the  net  profits?  A.  Yes, 
sir, 

Q.  What  was  Mr.  Raymond's  contract  with  the  company  at 
that  time?    A.  I  can't  give  you  all- 


Q.  I  mean  Mr.  Raymond — I  mean  the  firm  as  so  constituted. 
A.  Yes.  I  can't  give  you  the  rate  of  commissions  that  he  re- 
ceived, because  I  hs^e  forgotten  them  long  ago. 

Q.  I  suppose  you  have  that  contract? 

ME.  BECK:  Mr.  Hughes,  I  think  I  can  give  it  to  you.  T 
thought  Mr.  Bell  was  here  w:ith  all  those  original  contracts.  We 
will  subrnit  the  original  contract.  This  (handing  paper  to  Mr, 
Hughes)  only  goes  back  as  far  as  1888. 

Q.  A  statement  is  produced  here  of  the  commission  which  I 
understand  were  payable  to  C.  H.  Raymond  &  Co.  from  1888  to 
1903,  inclusive.  Are  you  able  to  state  whether  prior  to  1888  and 
from  1882  there  was  any  different  rate  of  commission  paid,  or 
may  we  assume  that  to  be  complete?  A.  A  different  rate  of 
commission  ? 

Q.  Yes,  either  more  or  less.  A.  It  is  my  impression  that  the 
rates  of  eommission  were  about  the  same  from  1881  to  1888. 

Q.  And  from  1888  on  were  they  the  same  as  they  had  been 
previously?    A.  They  apparently  in  1891  were  increased. 

Q.  Well,  we  get  the  original  figures  which  will  be  more  satis- 
factory. I  understand  that  this  statement  now  furnished  me  is  a 
correct  statement  of  the  commissions  of  that  firm  from  1888  to 
1903.  A.  I  haven't  seen  the  statement  before,  sir,  but  I  presume 
it  is;  it  is  made  by  the  bookikeeper. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Marked  Exhibit  255  and  will  be  found  in  the  Book  of  Ex- 
hibits.) 

Q.  At  the  time  that  you  went  in  with  Mr.  Raymond  was  a  new 
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contract  made  -with. the  firm  of  0.  H.. Raymond  &  Company?  A. 
The  contract  with  the  company  was  renewed. 

Q.  Every  year?    A.  Every  year. 

Q.  Did  that  continue  to  be?  "Was  it  a  contract  only  for  one 
year?    A.  With  the  company? 

Q.  Yes.    A.  Yes,  sir. 

Q.  And  that  has  always  been  the  case?  A.  I  believe  it  has. 
There  may  have  been  some  exceptions,  but  that  is  the  custom. 

Q.  Now,  what  was  your  income  during  the  years  1882  to  1886 
as  a  member  of  the  firm  of  0.  H.. Raymond  &  Company?  A.  I 
haven't  been  able  to  find  any  record  of  that,  Mr.  Hughes.  '  ;In 
fact,  I  have  asked  the  cashier  of  the  agency  to  furnish  me  those 
figures  and  he  tells  me  that  back  of  1888  he  can  find  no  records. 

Q.  Well,  I  presume  you  can  give  it  to  me  approximately?'  A. 
It  is  difficult  for  me  at  this  length  of  time  to  say.  During  the 
first  — from  1886  to  1888,  you  say? 

Q.  No.  You  became  a  member  of  the  firm  in  1882,  I  believe? 
A.  1882.  I  really  can't  give. you  any  approximate  amount  without 
—  I  can  find  my  old  check  books  and  so  on. 

Q.  I  suppose  Mr.  Raymond's  business  as  Metropolitan  agent 
was  pretty  well  established  at  that  time?  A.  It  was  a  pretty 
good  business  for  those  days,  yes. 

Q.  He  had  been  alone  or  with  partners  Metropolitan  agent  for 
a  number  of  years,  had  he  not  ?    A.  He  had. 

Q.  You  have  already  stated  that  your  income  in  1889,  as  I 
understood  you  to  say,  was  about  $42,000  from  C.  H.  Raymond 
&  Company,  is  that  right  ?  A.  I  think  that  was  from  the  foreign 
business. 

Q.  Not  from  the  foreign  business.  Now,  does  it  come  to  your 
mind  whether  before  the  foreign  business  grew  to  any  large  pro- 
portions your  income  had  been  about  the  same  from  the  firm  of 
C.  H.  Raymond  &  Company  ?    A.  I  really  can't  recall  what  it  was. 

Q.  Well,  you  came  out  of  college  and  you  went  in  as  a  clerk 
at  a  thousand  dollars  a  year,  and  I  suppose  the  next  year  or  a  year 
or  two  afterward  you  got  a  good  deal  more  as  a  partner?  A. 
The  first  year  I  didn't  because  in  1883  I  had  no  business  under 
that — the  copartnership  had  renewed.  I  had  only  what  profits 
were  made  on  the  first  year's  business,  wliioh  were  small.  After 
that,  as  the  renewal  commissions  were  paid,  I  naturally  received 
one-fourth,  so  as  the  years  went  on  that  income  increased. 

Q.  Well,  have  you  no  recollection  of  about  the  amount  that 
you  received  ?    A,  I  think  not,  Mr.  Hughes. 
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Q.  You  don't  know  whether  it  was  as  miich  as  $10,000?  A. 
During  what  years  ? 

Q.  Well,  take  1884?  A.  1884,  that  was-^I  don't  think  it 
was  $10,000,  in  fact,  I  should  be  quite  positive  that  during 
1884  that  was  not  worth  $10,000. 

Q.  Well,  when  do  you  think  it  reached  as  much  as  $10,000  ? 
A.  After  possibly  six  or  seven  years.  I  should  think — ^five  or 
six  years.    It  is  impossible  for  me  to  say  with  any  accuracy. 

Q.  The  business  of  establishing,  or  rather,  the  project  of  estab- 
lishing, a  business  abroad  was  under  consideration  for  some  time  ? 
A.  I  don't  know,  sir,  how  long. 

Q.  Who  brotight  it  first  to  your  attention?  A.  The  Presi- 
dent of  the  Company. 

Q.  It  was  thought  to  be  a  good  opening  for  the  company  ?  A. 
It  was. 

Q.  Any  calculations  made  as  to  the  prospective  profits?  A. 
In  a  general  way  we  knew  that  the  New  York  Life  and  the 
Equitable  had  been  doing  a  foreign  business  for  a  number  of 
years.  I  had  made  some  inquiries  into  the  business  of  European 
companies  previous  to  that  in  England,  in  Holland,  I  recollect, 
and  in  France. 

Q.  Was  the  contract  that  was  made  with  you  a  contract  for 
a  term  of  years  ?  A.  No,  sir ;  it  was  at  the  pleasure  of  the  com- 
pany. 

Q.  The  contract  rights  that  you  speak  of,  were  rights  in  busi- 
ness that  was  written  during  the  time  that  the  company  per- 
mitted the  contract  to  continue  ?  A.  During  that  time  and  the 
subsequent  renewal  premiums,  which  wotild  have  borne  that  rate 
of  compensation. 

Q.  When  you  spoke  of  your  contract  rights  that  you  relin- 
quished, you  had  reference,  I  understood,  to  rights  in  the  renewal 
premiums  paid  upon  business  that  had  been  written  while  your 
contract  at  the  former  rate  was  in  force  ?    A.  Yes. 

Q.  You  started,  as  I  understand  it,  with  five  per  cent,  on 
the  first  preniiums  and  that  continued  until  1890.  Without 
going  over  the  various  reductions,  to  which  you  have  testified, 
can  you  present  a  statement  which  will  show  just  what  was  re- 
ceived by  you  from  the  foreign  business  during  these  years  ?  A. 
Yes,  sir. 

ME.  HUGHES :  I  offer  it  in  evidence. 

(Marked  Exhibit  256  and  read  by  Mr.  Hughes.)' 
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Q.  Now,  are  all  those  moneys  issued  out  of  the  foreigu  busi- 
ness under  your  contract  with  the  company  as  made  from  time 
to  time,  payable  to  yon  ?     A.  Yes,  sir. 

Q.  Did  you  receive  those  moneys  yourself?     A.  These  sums? 

Q.  Yes.     A.  Yes,  sir. 

Q.  Now,  having  received  these  profits,  there  was  a  time — I 
mean  by  profits  these  sums  according  to  your  contract  relating 
to  the  foreign  business' — there  was  a  time  when  you  paid  them 
over  to  the  firm  of  C.  H.  Eaymond  &  Company  ?  A.  I  paid  one- 
half  to  Mr.  Raymond,  one-half  of  the  receipts  which  I  got  from 
the  foreign  business. 

Q.  Then  the  amounts  did  not  go  into  the  firm  to  be  dis- 
tributed, but  as  you  got  the  moneys  from  the  company  on  the 
bond  business  you  paid  Mr.  Raymond  one-half  ?     A.  0/ne-half . 

THE  CHAIRMAN:  Mr.  Hughes,  we  will  have  to  adjourn 
for  lunch. 

MR.  HUGHES:  Mr.  Beck  suggests  that  we  get  one  item 
on  the  record  before  Ave  adjourn. 

Q.  During  what  years  was  Mr.  Raymond  paid  by  you  one- 
half  of  the  amount  that  you  received  on  the  foreign  business? 
A.  From  1886  to  1892.     That  was  six  years. 

THE  CHAIRMAN:  We  will  take  a  recess  until  2.15 
o'clock. 


AFTER  RECESS. 

WARREN  F.  THUMMEL,  resumed. 

BY  MR.  HUGHES: 

Q.  Your  have  stated  to  me  that  you  desire  to  add  sometliing  to 
the  testimony  that  you  have  gn  en  ?  A.  Yes,  sir.  I  desire  to  say 
two  things.  One  is  that  I  was  asked  this  morning  in  regard  to 
visiting  legislatures.  I  want  to  say  that  I  have  met  a  gi-eat  many 
members  of  various  legislatures  in  the  part  year.  I  know  a  good 
many  of  them,  and  in  no  instance  in  talking  with  them  has  any 
one  of  them  ever  made  any  suggestion  to  me  in  relation  to  any 
money  or  any  other  consideration  to  go  to  them.  I  wanted  to  inake 
that  statement  in  justice  to  the  members  as  well  as  in  justice  to 
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myself.  I  also  want  to  make  this  statement.  In  recalling  my 
testimony  of  this  morning  I  find  I  have  omitted  an  explanation 
that  I  had  intended  to  make.  I  did  not  mean  to  be  understood 
as  saying  that  Mr.  Graimiss  had  charge  of  legislative  matters. 
All  such  matters  were  in  charge  of  the  general  solicitor.  The 
matters  were  discussed  and  authorized  by  him  and  it  matters  of 
expenditure  were  submitted  for  approval,  for  payment  to  any 
executive  officer  most  convenient.  Matters  of  policy,  the  matters 
pertaining  to  the  good  or  evil  effect  of  pi-oposed  legislation,  was 
what  I  had  in  mind  in  answering  questions  referring  to  Mr. 
^Grannie.  The  general  solicitor  had  full  charge  of  all  matters  I 
have  had  connection  with  and  all  matters  pertaining  to  legislation. 

Q.  Who  was  the  general  solicitor?     A.  Mr.  Short. 

Q.  He  died  some  time  ago  ?     A.  Yes. 

Q.  How  long  had  he  been  general  solicitor?  A.  Well,  before 
my  time. 

ME.  HUGHES :  Mr.  McCurdy,  will  you  resume  the  stand. 

KOBEKT  McOUKDY,  resumed. 

BY  ME.  HUGHES: 

Q.  I  think  you  said  that  for  seven  years  what  you  received 
frona  the  foreign  business  to  the  amount  you  have  stated  was 
paid  over  to  C.  H.  Eaymond  &  Company,  I  mean  to  say  one- 
half  that  you  received  was  paid  to  0.  H.  Eaymond  ?     A.  Yes. 

Q.  During  what  years  did  that  take  place?  A.  That  was  from 
1886  until  1892    if  I  recall  right. 

Q.  And  during  those  years  did  you  receive  in  addition  to  the 
one-half  of  the  amounts  paid  to  you  upon  the  foreign  business 
a  share  of  the  profits  of  C.  H.  Eaymond  &  Company?    A.  I  did. 

Q.  And  what  was  the  amount  that  you  received  in  that  way? 
A.  That  I  am  not  able  to  say,  until  1888. 

Q.  Well,  commencing  with  1888  ?  A.  I  think  you  have  the 
statement  before  you.    I  have  not  it. 

Q.  Of  your  receipts?     A.  ISTo,  sir,  of  the  commissions. 

Q.  That  is  the  rate  of  commission,  but  I  mean  the  amount  you 
personally  got  ?    A.  Mr.  Bell,  is  he  here  ? 

ME.  BECK :  I  sent  Mr.  Bell  to  my  office  for  a  few  minutes. 

THE  WITNESS :  Does  Mr.  Vesey  know?  Can  you  give  me 
that  information,  if  I  received  any  commissions  ? 

ME.  VESEY:   No. 
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THE  WITNESS.     Mr.  Bell  has  that  information. 

Q.  And  he  will  return  shortly?    A.  Yes. 

ME.  BECK :  I  think  I  have  it  here. 

THE  WITNESS :  I  think  we  had  better  wait  until  Mr.  Be" 
comes. 

ME.  BECK :  Mr.  Bell  went  to  my  office.  Just  ask  some  other 
question  and  I  will  have  it  for  you  in  ten  minutes. 

Q.  Then,  from  1892  on  you  did  not  pay  any  portion  of  the 
sums  you  received  on  the  foreign  business  over  to  C.  H.  Eaymond 
&  Company,  or  to  C.  H.  Eaymond  ?  A.  Yes,  I  paid  him  his  half 
interest  in  the  renewal  of  that  business. 

Q.  How  much  did  you  pay  him  in  dollars  and  cents?  A.  I 
cannot  say. 

Q.  You  have  a  statement  of  that,  J  suppose  ?  A.  I  can  get  you 
that  statement. 

Q.  How  long  was  it  that  you  paid  him  one  half  of  the  renewal  ? 
A.  One-half  of  the  renewal.  It  was  during  six  years,  that  is  to 
say,  the  continuation  of  his  interest,  his  half  interest. 

Q.  Oh,  a  half  interest  on  the  renewals  of  the  business  which  had 
been  written  prior  to  1893  ?    A.  That  is  right. 

Q.  And  that  was  until  the  termination  of  your  interest  in  those 
renewals  out  of  which  the  one-half  was  paid?    A.  Yes. 

Q.  But  so  far  as  business  written  after  the  year  1892  is  con- 
cerned did  you  pay  him  any  amount  out  of  the  sums  coming  to. 
you  ?    A.  No,  sir. 

Q.  Did  you  after  1892  receive  any  interest  in  the  profits  of  (T. 
H.  Eaymond  &  Company  ?  A.  Only  the  collection  of  the  renewal 
commissions  to  which  I  was  entitled  on  business  done  prior  to 
1892. 

Q.  Have  you  a  statement  of  the  amount  you  so  received? 
A.  No. 

Q.  You  can  easily  get  that  for  me  ?    A.  Yes. 

Q.  Those  renewals  on  which  you  paid  Mr.  Eaymond  terminated 
then  in  1897  ?  A.  Within  six  years,  they  carried  through  1897, 
I  think. 

Q.  Ajid  from  that  time  you  have  paid  over  none  of  the  amounts 
you  have  received  from'  the  foreign  business  to  Mr.  Eaymond  or 
to  the  firm?    A.  No.  
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Q.  Haye  you  paid  over  to  any  person  whatever,  aside  from  Mr. 
Raymond  or  the  firm,  any  portion  of  the  moneys  received  by  yoa 
upon  the  foreign  business?    A.  No. 

Q.  You  have  kept  them  all  for  your  own  use?    A.  Yes. 
Q.  And  when  was  it  you  said  you  were  first  put  upon  a  salary  ? 
A.  July  1st,  1903. 

Q.  And  in  1903  you  got  $15,000  for  the  six  months  —  or 
$10,000  for  the  six  months?    A.  $10,000. 

Q.  Making  the  entire  amount  you  received  from  the  Mutual 
Life  Insurance  Company  $109,lY5.99  for  the  year  1903?  A. 
Including  the  renewal  commissions  which  I  was  entitled  to  under 
my  contract. 

Q.  Did  you  receive  moneys  from  any  other  source  than  the 
foreign  business  to  the  extent  that  you  have  stated  and  your 
salary?    A.  No,  sir. 

Q.  From  1898  have  you  received  any  moneys  from  C.  H. 
Raymond  &  Company?  A.  No,  sir;  that  is  to  say,  no  moneys 
of  any  amoimt.  Some  deferred  premiums,  some  few  policies 
that  might  have  been  reinstated,  amounting  to  a  few  hundred 
dollars. 

Q.  In  1904  you  received  for  the  first  half  of  the  year  $10,000, 
for  the  last  half  of  the  year  $15,000,  as  salary,  and  $9,531.Y9 
from  the  foreign  business.  That  was  all  that  you  had  from 
the  companj'?    A.  Yes. 

Q.  I  see  you  say  here  to  August  31,  1905,  from  the  foreign 
business,  $62,573.70.     What  do  you  estimate  your  receipts  will 
be  for  the  entire  year  from  the  foreign  business?     A.  May  I 
.  look  at  that  statement  a  moment  ? 

Q.  Yes  (handing  paper).     A.  I  should  say  about  $80,000. 

Q.  Which  will  make  your  receipts,  including  your  salary  for 
this  year,  about  $110,000?      A.  Yes. 

Q.  When  did  Mr.  Thebaud  become  a  member  of  0.  H.  Ray- 
mond &  Company  ?    A.  In  1892  or  beginning  of  1893. 

Q.  What  is  his  age?  A.  He  is  practically  the  same  age  as 
myself,  within  a  few  months. 

Q.  About  forty-five  ?    A.  About  forty-six. 

Q.  Had  he  been  connected  with  the  company  prior  to  1892? 
A.  He  had;  yes. 

Q.  Is  he  a  connection  of  yours  ?    A.  He  is  a  brother-in-law. 

Q.  He  married  your  sister?    A.  Yes. 

Q.  And  when  did  he  first  become  connected  with  the  com- 
pany?   A.  In  1897,' I  should  say. 
29 
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Q.  In  what  capacity?  A.  In  the  office  of  the  general  agent 
for  the  State  of  New  Jersey  in  Newark. 

Q.  How  long  did  he  remain  there  ?  A.  He  was  there,  I  should 
think,  five  or  six  years. 

Q.  "Went  from  there  to  0.  H.  Eaymond  &  Company  ?  A.  No, 
he  was  in  charge  of  a  department,  an  agency  department  of  the 
company  known  as  the  executive  special  agency. 

Q.  What  was  that?  A.  That  was  a  corps  of  agents  who  had 
no  specified  territory  but  who  went  about  the  country  soliciting 
princigally  large  risks.  They  were  practically  traveling  special 
agents. 

Q.  Tb  deal  with  important  men  from  whom  large  business 
could  be  obtained  ?    A.  Yes. 

Q.  What  commission  did  he  get  upon  such  business?  A.  I 
don't  know,  sir.  I  was'  not  an  ofiicer  of  the  company  at  that 
time. 

Q.  How  long  was  he  engaged  in  that  work?  A.  Until  about 
1893,  when  he  went  into  Mx.  Kayniond's  office. 

Q.  And  what  interest  did  he  have  in  0.  H.  Raymond  & 
Company  when  he  went  in  there,  or  did  he  have  any?  A.  I 
don't  know. 

Q.  Well,  you  were  a  member  of  the  firm,  but  not  at  that 
time  ?     A.  Not  at  that  time. 

Q.  So  when  you  left  the  firm  he  went  in?     A.  Yes. 

Q.  Did  he  take  the  same  interest  in  the  firm  that  you  had 
previously  had  ?     A.  I  don't  know  what  his  interest  was. 

ME.  SEOK:  He  had  a  one-fourth  interest  if  you  want  the 
fact. 

Q.  One-fourth,  I  am  informed  of  the  profits  of  C.  H.  Eay- 
mond &  Company.  And  are  you  able  to  state  whether  this 
interest  has  changed  since  then  ? 

ME.  BECK:    To  a  half  and  three-quarters. 

ME.  HUGHES:     When  did  it  become  a  half? 

ME.  BECK:  I  cannot  say.     His  partner  is  here. 

CHAELES  H.  EAYMOND,  called  as  a  witness,  being  duly 
sworn,  testified  as  foUovs: 


Testimony  of  Charles  H.  Raymond.  1219 

BY  ME.  HUGHES: 

Q.  Mr.  Eaymond,  what  is  your  age  ?  A.  I  am  nearly  seventy- 
two  years  old,  sir. 

Q.  When  did  you  first  become  connected  with  the  Mutual- 
Life  Insurance  Company?  A.  In  1873;  that  was  thirty-two 
years  ago. 

Q.  In  what  capacity?  A.  I  entered  into  partnership  with 
the  then  general  agent,  John  A.  Little. 

Q.  For  what  district?  A.  For  what  is  known  as  the  Met- 
ropolitan District,  covering  this  city  and  some  adjacent  coun- 
ties. 

Q.  And  what  was  the  name  of  the'  firm  ?  A.  The  style  of 
the  firm  was  Little  &  Eaymond. 

Q.  And  did  it  have  charge  of  the  entire  business  in  the 
Metropolitan  District?  A.  They  had  not.  There  was  one 
other  agent  here  at  the  time  who  had  been  appointed  in  some 
previous  year  before  the  general  agency  was  established,  and 
he  continued  to  act  as  an  independent  agent. 

Q.  Who  was  he  ?     A.  His  name  was  Brown. 

Q.  How  long  did  he  continue  to  act  as  an  independent 
agent?  A.  I  don't  remember,  sir.  He  continued  until  his 
death. 

Q.  When  was  that  about?  A.  I  do  not  remember,  Mr. 
Hughes. 

Q.  But  apart  from  his  action  independently  the  firm  of 
Little  &  Company  represented  the  Metropolitan  district?  A. 
We  had  charge,  sir,  of  the  agents  in  this  department. 

Q.  How  long  did  that  firm  continue  in  business?  A.  The 
organization  was  established  for  five  years.  Mr.  Little  was 
the  general  agent  and  his  name  was  the  name  of  the  senior 
partner  in  the  firm,  as  I  have  stated.  Two  years  from  that 
time  we  'changed  the  firm,  because  I  was  made  general  agent 
of  the  company  in  his  place,  he  resigning,  and  I  took  then  the 
name  of  Charles  H.  Eaymond,  general-  agent,  and  carried  on 
the  co-partnership  in  that  name. 

Q.  Well,  he  was  still  your  partner?  A.  He  was  stUl  my 
partner. 

Q.  And  how  long  did  that  continue?  A.  That  continued, 
with  certain  renewals  of  the  articles,  until  1883. 

Q.  Well,  until  the  time  that  Mr.  E.  H.  McCurdy  became  your 
manager?    A.  Ezactl/. 


1220  Legislative  Insurance  Investigation. 

Q.  Did  Mr.  Little  remain  in  partnership  —  during  all  that 
period?     A.  He  did. 

Q.  Then  he  retired,  and  the  only  other  member  of  the  firm 
•  besides  yourself  was  Mr.  E,.  H.  McCurdy?     A.  That  is  true. 

Q.  I  have  been  shown  here  a  statement  of  the  rate  of  commis- 
sion that  was  paid  to  0.  H.  Eaymond  &  Company  during  some  of 
these  years,  which  show  that  in  1888  the  commissions  paid  to  0. 
H.  Eaymond  &  Company  upon  the  first  year's  commissions  was 
45  per  cent,  to  65  per  cent.?     A.  A  graded  commission,  yes,  sir. 

Q.  Yoti  recall  that.  Can  you  tell  me  how  it  was  graded,  upon 
what  business  65  per  cent,  was  paid?  A.  65  per  cent,  was  paid 
upon  policies  having  longej  terms  of  deferred  premiums.  I  think 
at  that  time  that  was  done. 

ME.  BECK:  Mr.  Hughes,  that  there  may  be  no  apprehension, 
will  you  kindly  ask  the  witness  whether  that  is  gross  or  net  com- 
missions? It  is  not  to  be  suggested  that  C.  H.  Eaymond  &  Com- 
pany got  65  per  cent,  commissions  altogether. 

Q.  Well,  I  understand  it  to  mean  that  on  certain  business  C.  H. 
Eaymond  &  Company  got  45  per  cent,  on  first  year's  premiums? 
A.  We  did,  sir,  on  first  year's  business. 

ME.  BECK:   I  simply  wanted  to  bring  that  out. 

ME.  HUGHES:  We  will  come  to  that  later. 

Q.  The  minimum  rate  was  45  per  cent,  and  the  maximum  was 
65  per  cent.,  and  can  you  tell  me  what  proportion  of  your  busi- 
ness was  done  at  or  above  65  per  cent.?  A.  Well,  the  average 
of  the  business  which  was  done  at  the  larger  rate  of  commission 
increased  from  year  to  year  as  the  efforts  of  the  agency  were  very 
naturally  to  direct  the  business  into  the  highest  paying  commis- 
sion.    I  can't  tell  you  the  proportion,  Mr.  Hughes. 

Q.  So  that  the  larger  business  done  was  at  the  larger  rate  of 
compensation?     A.  l^aturally. 

Q.  l^ow  I  see  there  was  a  rate  of  commission  on  renewal  pre- 
miums which  is  stated  here  to  be  5  of  10  to  10  of  10,  30  and  5  of  5 
to  5  an  10  of  5.  N'ow,  vdll  you  kindly  expound  that?  A.  I  will 
try  and  explain  it,  sir.  The  5  of  1  means  that  there  were  five  years 
renewal  commissions  paid  as  the  premiums  were  paid  of  10  per 
cent,  of  those  premiums. 

Q.  What  is  that?  Pardon  me.  Tou  mean  the  number  of 
years  were  five  years?     A.  Five  years,  sir. 
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Q.  And  the  rate  of  the  compensation  was  10  per  cent,  of  the 
renewal  premiums  for  five  years?     A.  You  have  explained  it,  sir. 

Q.  Go  on.  A.  The  5  of  5  is  five  years  renewal  commissions 
with  5  per  cent,  each,  and  the  30  refers  to  the  first  year's  commis- 
sions. 

Q.  In  other  words,  where  the  first  year's  commission  was  45  to 
65  per  cent.,  the  renewal  ranged  from  five  year  renewals  with  10 
per  cent,  of  the  renewal  premiums  to  10  years'  renewals  with  10 
per  cent-  of  the  renewal  premiums  ?     A.  Exactly,  that  is  so. 

Q.  Then  there  were  other  cases,  in  which  the  commission  was 
30  per  cent,  of  the  first  year's  premiums,  and  five  renewal  com- 
missions of  five  per  cent,  of  the  renewal  premiums  ranging  to  50 
per  cent,  of  the  first  year's  premiums  and  10  per  cent,  of  the  re- 
newal premiums  for  five  years?     A.  Yes,  sir. 

Q.  Were  these  policies  the  business  upon  which  the  larger  rate 
of  commission  was  paid,  preferred  dividend  policies?  A.  I  think 
they  were. 

Q.  Was  it  the  policy  of  the  company  to  pay  a  larger  compensa- 
tion to  the  agents  for  securing  deferred  dividend  business?  A. 
Yes,  sir. 

Q.  Has  that  remained  so  continuously?  A.  Until  now. 

Q.  Has  the  company  discouraged  the  writing  of  annual  divi- 
dend policies?  A.  So  far  as  the  discouraging  by  the  paying  of 
lower  rate  of  commission  is  concerned,  yes. 

Q.  Has  that  been  an  effective  discouragement?  A.  In  my  office 
it  has  been  a  very  thorough  discouragement,  sir. 

Q.  What?  A.  In  my  office  it  has  been  a  very  thorough  dis- 
couragement. 

Q.  So  in  your  office  you  have  written  very  little  annual  divi- 
dend business?    A.  Very  little. 

Q.  What  do  you  mean  by  very  little?  What  percentage  of 
your  business  for  the  last  ten  years  would  you  say  has  been 
annual  dividend  business,  approximately,  of  course.  A.  Well, 
if  I  may  approximate,  sir,  I  would  say  that  for  the  last  ten 
years  there  has  been  over  one  per  cent. 

Q.  Now,  in  1891,  it  appears  that  the  rate  of  commission  has 
cha;iged  to  range  on  the  first  year's  premiums  from  thirty  per 
cent,  to  seveiity  per  cent.,  with  six  renewal  commissions  of  ten 
per  cent,  upon  the  renewal  premiums?    A.  Yes,  sir, 

Q.  There  were  other  provisions  for  thirty-five  per  cent,  of 
the  first  year's  premiums  and  four  renewal  commissions  of  five 
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per  cent,  upon  the  renewal  premiums  to  fifty-five  per  cent,  of  thp 
first  year's  premium  and  six  renewal  commissions  of  five  per 
cent,  upon  the  renewal  premiums  and  a  further  provision  for 
twenty-five  per  cent,  flat  to  sixty-five  per  cent.  flat.  Have  I  cor- 
rectly stated  it?  A.  That  is  correctly  stated,  sir,  and  those  are 
for  four  different  kinds  of  contracts. 

Q.  Now,  what  is  meant  by  twenty-five  per  cent,  to  sixty-five 
per  cent.  ?  A.  "Well,  Mr.  Hughes,  I  don't  remember  what  that  was 
for.     Those  were  for  policies  having  annual  dividends,    I  think. 

THE  CHAIEMAK:   We  can't  hear  you,  sir. 

THE  WITNESS:  I  beg  your  pardon.  My  voice  is  defec- 
tive. They  were  for  annual  dividend  policies.  The  twenty-five 
per  cent.  1  know  was.  The  sixty-five  per  cent.  I  don't  know  what 
that  refers  to. 

Q.  And  most  of  the  business  that  was  done  was  done  at  the 
higher  rate  of  compensation?    A.  It  was. 

Q.  I  find  that  in  1893,  the  rate  of  compensation  was  changed 
so  as  to  run  upon  first-year  premiums  from  thirty-five  per  cent, 
to  eighty  per  cent,  with  one  renewal  of  ten  per  cent,  on  the  re- 
newal premium  and  six  renewal  commissions  of  seven  and  a  half 
per  cent,  on  the  renewal  premiums  with  a  further  provision  upon 
certain  business  of  forty  per  cent,  upon  the  first  year's  premiums 
and  six  renewal  commissions  of  five  per  cent,  of  the  renewal  pre- 
miums and  sixty  per  cent,  of  the  first  year's  business  and  six  re- 
newal commissions  of  five  per  cent,  on  the  renewal  premium,  with 
also  a  provision  for  compensation  on  certain  business  of  forty-five 
per  cent,  to  seventy  per  cent.  flat.  That  was  a  distinct  increase  in 
the?  compensation  of  C.  H.  Raymond  &  Company,  was  it  not  ?  A. 
One  moment,  if  you  please,  Mr.  Hughes.  In  1893  ?  Will  you 
permit  me  to  consult  with  Mr.  Bell? 

Q.  Certainly. 

MR.  BECK:  Here  is  Mr.  Bell  at  last.  Do  you  object  to 
Mr.  Bell  sitting  there? 

MR.  HUGHES:  Not  at  all. 

ME.  BECK:  It  will  save  a  great  deal  of  time. 

THE  WITNESS:  Mr.  Hughes,  I  have  to  apologize  to  you 
for  making  an  error  here. 

Q.  You  had  better  just  correct  it  on  the  record.  A.  Shall 
I  go  back,  sir,  to  1888? 
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Q.  Without  stating  details,  won't  you  just  state  generally 
Ike  error  into  which  you  have  fallen  in  describing  the  business 
so  that  we  can  proceed  to  correct  the  record  properly?  A.  The 
general  error  into  which  I  was  led  by  looMng  at  the  paper 
without  a  more  definite  heading  is  this,  that  while  I  described 
accurately  that  while  the  company  paid  to  the  general  agency 
commissions  of  from  forty-five  to  sixty-five  per  cent,  of  the  first 
year's  premiums  and  five  years  of  ten  percentage  and  ten 
ten  percentage,  the  commission  that  was  paid  by  the  general 
agency  for  the  business  obtained  were  thirty  on  the  first  year's 
and  five  years  of  five. 

Q.  Pardon  me.  This  paper  you  have  here,  Exhibit  255,  in 
that  first  column,  under  the  head  of  first  year's  commission 
and  renewals,  or  rather  the  first  two  columns,  states  what? 
A.  States  what  the  company  paid  to  the  agency. 

Q.  What  the  company  paid  to  0.  H.  Raymond  &  Company? 
A.  C.  H.  Raymond,  General  Agents. 

Q.  Now,  the  next  two  columns  state  what?  A.  The  next 
two  columms  state  thirty  and  five. 

Q.  No,  no.  I  don't  want  in  detail  but  the  nature  or  char- 
acter of  the  items.  A.  States  what  is  stated  in  the  heading 
which  escaped  me,  "  Commissions  to  agents." 

Q.  That  is  what  0.  H.  Raymond  &  Company  paid  to  the 
agents  who  got  the  business  ?     A.  Quite  so. 

Q.  In  other  words,  C.  H.  Raymond  &  Company  had  the 
Metropolitan  District  which  then  meant  the  old  City  of  New 
York.  A.  New  York  City,  yes,  sir,  the  old  City  of  Staten 
Island  and  Long  Island. 

Q.  Well,  then,  the  change  in  the  boundaries  of  the  city  did 
not  make  any  change  in  the  boundaries  of  Raymond  &  Com- 
pany's territory?  They  have  always  had  the  Island  of  Man- 
hattan and  Long  Island  and  Staten  Island?     A.  Yes,  sir. 

Q.  And  also,  I  suppose,  what  is  now  in  the  Borough  of  the 
Bronx  up  to  the  city  limits?     A.  No,  sir; 'we  do  not  go  there. 

Q.  Now,  to  go  back  and  correct  the  record  and  have  it  cor- 
rectly appear  what  your  compensation  was,  I  understand  that 
in  1888,  commissions  to  which  C.  H.  Raymond  &  Company 
were  entitled  upon  the  business  written  in  the  Metropolitan 
agency  was  forty-five  per  cent.,  to  sixty-five  per  cent,  of  the 
first  year's  premiums  with  a  range  of  five  renewal  commissions  of 
ten  per  cent,  of  the  renewal  premiums  to  ten  renewal  commis- 
sions of  ten  per  cent,  of  the  renewal  premiums  ?    A.  Yes,  sir. 
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Q.  And  that  the  same  rate  obtained  for  the  years  1889  and 
1890?     A.  Yes,  sir. 

Q.  Did  0.  H.  Eaymond  &  Company  provide  moneys  for 
the  running  of  the  office?     A.  Yes,  sir;  we  paid  for  our  office. 

Q.  Did  you  employ  the  sub-agents  or  solicitors  who  reported 
directly  to  0.  H.  Eaymond  &  Company?     A.  Certainly. 

Q.  And  you  paid  them  upon  the  premiums  which  came  in  cer- 
tain compensation?     A.  As  stated  there. 

Q.  Which  in  1888  was  thirty  per  cent  with  five  renewals  of 
five  per  cent  on  the  renewal  premiums  to  fifty  per  cent  of  the 
first  year  premiums,  and  ten  renewal  commissions  of  five  per  cent 
upon  the  renewal  premiums?     A.  That  is  so. 

Q.  And  that  was  modified  in  1889  so  that  the  compensation 
ranged  from  thirty-five  per  cent  of  the  first  year's  premiums  to 
six  renewal  commissions  on  the  renewal  premium  to  forty-five 
per  cent  of  the  first  year's  premium  and  ten  renewal  commissi'^ns 
of  five  per  cent,  on  the  renewal  premiumis?    A.  That  is  right,  sis". 

Q.  There  was  a  further  modification  in  1890  which  involved 
the  flat  rate  to  which  reference  has  already  been  made.  A,  Yes, 
sir. 

Q.  Now,  Eaymond  &  Company  got  the  amounts  we  stated  a 
moment  ago  from  the  Mutual  Life  Insurance  Company,  paid 
these  amounts  as  compensation  to  the  agents  who .  obtained  the 
business  and  paid  the  expenses  of  running  their  office  and  kept 
what  was  left  for  their  profit  ?    A.  Yes,  sir. 

Q.  And  during  these  years  to  which  I  have  just  referred,  1888, 
1889  and  1890,  these  being  the  years  with  which  the  statements 
begin,  the  net  profits  of  C.  H.  Eaymond  &  Company  were  divided 
between  yourself  and  Mr.  E.  H.  McCurdy.    A.  Yes,  sir. 

Q,  And  in  what  proportion  ?    A.  One-half. 

Q.  During  those  years  one-half  to  each  ?    A.  Yes,  sir. 

Q.  When  you  said  a  moment  ago  that  you  paid  the  same  com- 
missions over  to  the  agents,  you  mean  that  you  ^aid  out  of  the 
moneys  you  got  at  the  rate  to  which  they  were  entitled,  as  already 
stated  ?    A.  At  the  rate  stated  in  that  column. 

Q.  Which,  of  course,  as  fully  appears  by  the  figures,  was  con- 
siderably less  than  C.  H.  Eaymond  &  Company  got?  A.  Had 
to  be. 

Q.  Certainly,  so  you  could  pay  your  expenses  and  divide  the 
profits.  The  figures  show  that.  ISTow,  I  would  like  to  know  dur- 
ing these  years,  just  what  0.  H.  Eaymond  &  Company  got  from 
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the  Mutual  Life  Insurance  Company,  what  they  paid  to  agents, 
what  they  paid  for  expenses,  and  what  they  had  left  to  divide, 
and  how  they  divided  it.  A.  I  will  try  and  show  you  that,  Mr. 
Hughes. 

Q.  I  am  shown  a  paper  now,  which  starts  with  the  year  1896. 
Have  you  no  record  of  the  earlier  years?  A.  I  have  not  here, 
Mr.  Hughes. 

Q.  Those  can  readily  be  made  up  ?    A.  Can  readily  be  made  up. 

Q.  Have  you  a  statement  of  the  operations  of  the  firm  from 
1889  on,  which  will  show  what  Mr.  Kobert  H.  McCurdy  received 
from  the  firm  of  C.  H.  Eaymond  &  Company?  A.  That  is  it, 
Mr.  Hughes. 

Q.  This  paper  that  you  now  hand  me,  I  understand,  shows 
the  amount  which  was  credited  to  Mr.  R.  H.  McCurdy  by  the 
firm  of  C  H.  Raymond  &  Company  for  his  interest  in  the  first- 
year  commissions  which  the  firm  had  received,  his  interest  in  the 
renewal  commissions  after  deducting  the  amount  paid  to  agents 
for  obtaining  the  business,  that  is  his  interest  in  the  net  commis- 
sions received  by  the  firm  and  also  certain  other  credits  which 
went  to  his  accounts  on  transactions  of  the  firm,  and  then  the 
debits  that  were  made  against  his  account  of  his  share  of  the  ex- 
penses of  the  firm,  leaving  the  net  amount  which  he  was  entitled 
to  each  year  as  a  member  of  the  firm  ?  A.  You  have  stated  it  cor- 
rectly, sir. 

Q.  That  statement  just  made  is  correct  down  to  the  time  when 
he  ceased  to  be  a  member  of  the  firm  in  December,  1892  ?    A.  Yes. 

Q.  And  from  that  time  on  the  same -paper  that  you  hand  me 
shows  the  amount  credited  to  him  as  his  interest  in  renewals  re- 
ceived by  the  firm  net  after  payment  to  agents  of  whatever  came 
to  them  on  business  previously  written,  his  share  of  the  credits 
and  debits  against  him  of  his  share  of  expenses,  leaving  the  net 
amounts  payable  to  him  by  virtue  of  his  former  interest  in  the 
business  ?    A.  By  virtue  of  his  former  interest  in  the  business. 

Q.  And  that  gradually  decreased  as  the  renewal  commissions 
expired  ?    A.  Precisely. 

Q.  So  that  we  have  what  he  got  as  a  member  of  the  firm  from 
1889  to  1892  inclusive,  and  by  virtue  of  his  interest  in  renewals 
on  business  written  during  that  period,  the  amount  which  he  re- 
ceived from  January,  1893,  t©  December,  1894,  inclusive?  A. 
Yes. 
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ME.  HUGHES :    I  offer  that  statement  in  evidence. 

(Paper  received  in  evidence  and  marked  Exhibit  25Y.) 

Q.  MR.  HUGHES:  The  statement  will  be  printed  in  full, 
but  I  will  read  simply  the  net  amounts  which  were  received  by 
Mr.  McOurdy  after  deducting  his  share  of  the  expenses  from  the 
net  profits  of  the  firm  of  0.  H.  Eaymond  &  Company  during 
the  years  mentioned. 

1889 $40,748.11 

1890 61,903.12 

1891 55,001.76 

1892 63,484.36 

1893 61,635.05 

1894 50,371.39 

1895 52,077.78 

1896 '. ...  46,261.85 

1897 41,389.47 

1898 30,750.48 

1899 17,646.94 

1900 7,523.99 

1901 1,258.19 

1902 288.13 

1903 213.14 

1904 235.14 

Q.  Now,  it  has  been  testified  down  to  the  end  of  1892  Mr. 
McCurdy  paid  over  to  you  one-half  of  the  amounts  which  he 
received  from  his  commissions  upon  foreign  business.  Do  the 
amounts  which  he  paid  over  to  you  in  that  way  at  all  figure,  that 
is,  are  they  included  in  the  amounts  which  he  received  from  the 
firm  of  C.  H.  Eaymond  &  Company?  A.  They  are  not  included 
there,  sir. 

Q.  So  that  during  the  years  that  he  was  a  member  of  C.  H. 
Raymond  &  Company,  1889  to  1892,  he  received  the  amounts 
which  have  been  stated  from  C.  H.  Raymond  &  Company  and 
in  addition  he  received  and  retained  one-half  of  the  amounts  shown 
upon  his  statement  of  commissions  upon  foreign  business?  A. 
Whatever  that  may  be. 

Q.  And  after  1892  he  received  the  amounts  stated  in  the  state- 
ment of  his  receipts  from  C.  H.  Raymond  &  Company  and  in 
addition  he  received  and  retained  the  whole  amount  stated  in  his 
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statement  of  receipts  upon  foreign  business?  A.  As  far  as  I 
know,  jes. 

Q.  Now,  in  1893,  or  thereabouts,  Mr.  Louis  Thebaud  became  a 
member  of  your  firm,  did  he  not,  on  Mr.  McOurdy's  retirement? 
A.  Yes. 

Q.  What  interest  in  the  firm  did  he  receive  ?  A.  One-quarter 
interest. 

Q.  How  long  did  he  continue  to  have  a  quarter  interest?  A. 
If  you  will  pardon  me,  sir,  I  will  read  from  my  notes. 

Q.  Certainly,  read  from  anything  which  will  enable  you  to 
state.  •  A.  January  1,  1893, 1  made  a  partnership  agreement  with 
Mr.  Louis  A.  Thebaud  to  last  until  1896,  whereby  he  was  to 
receive  one-quarter  interest  in  the  business,  and  I  was  to 
receive  a  three-quarter  interest.  On  the  1st  of  January,  1896, 
we  made  a  continuation  of  the  partnership  whereby  each  part- 
ner was  to  receive  one-half  interest  in  the  business  for  five 
years,  and  in  1901  the  same  arrangement  was  continued  five 
years  more  until  1906.  But  on  the  1st  of  March,  1902,  the 
company  terminated  my  appointment  as  a  general  agent,  and 
appointed  me  i*"-  mnuaging  agent  for  the  Metropolitan  Dis- 
trict, the  appointment  to  terminate  December  31,  1904,  so 
that  by  mutual  agreement  the  co-partnership  with  Mr.  The- 
band  terminated  and  a  new  co-partnership  was  entered  into 
under  the  name  of  C.  H.  Eaymond  &  Company,  Managers, 
made  for  the  same  period  and  to  terminate  December  31, 
1904,  with  my  new  appointment  as  managing  agent.  In  this 
co-partnership  our  respective  interests  were  to  myself,  one- 
third,  and  to  Mr.  Thebaud  two-thirds,  until  February  28,  1903. 

Q.  When  did  that  division  begin — when  did  it  cease  to  be 
one-quarter  to  Mr.  Thebaud  and  three-quarters  to  you?  A.  I 
have  stated,  sir,  on  the  1st  of  January,  1896,  we  made  a  con- 
tinuation of  the  partnership  whereby  each  partner  was  to  receive 
one-half  interest  in  the  business,  so  at  that  time  Mr.  Thebaud's 
interest  was  one-half, 

Q.  I  see.  And  that  equal  division  continued  until  1903  ?  A. 
Pardon  me,  if  I  refer  to  my  notes.  Whereby  each  partner  was  to 
receiTC  one-half  of  the  business  for  five  years,  and  in  1901  the 
same  arrangement,  that  is  a  one-half  interest  each,  was  continued 
to  last  five  years  more  until  1906,  but  on  the  1st  of  March,  1902, 
the  company  terminated  my  appointment  as  general  agent,  as  I 
have  already  sta.ted. 


1228  Legislative  Insurance  Investigation. 

Q.  Yes,  and  tlieii  the  division  of  one-third  to  you  and  two- 
thirds  to  Mr.  Thebaud  began?  A.  And  then  we  renewed  our 
partnership  with  the  respective  interests  to  myself  one-third  and 
to  Mr.  Thebaud  two-thirds  until  February,  1903.  And  from  that 
date  for  myself  one-fourth  and  Mr.  Thebaud  three-fourths  until 
December  31st,  1904.  On  December  31st,  1903,  however,  the 
company  cancelled  my  appointment  as  managing  agent,  which  was 
to  terminate  December  31st,  1904,  and  made  it  to  run  until  De- 
cember 31st,  1905,  and  in  consequence  of  this  extension  of  my 
appointment  by  the  company  the  co-partnership  between  Mr.  The- 
baud and  myself  was  then  continued  under  its  then  existing  terms 
for  one  year  longer,  that  is,  one-quarter  to  myself  and  three-quar- 
ters to  Mr.  Thebaud. 

Q.  Until  December  31,  1905  ?     A.  Yes. 

Q.  ISTow,  who  made  these  contracts  with  0.  H.  Raymond  &  Com- 
pany giving  them  the  commission  to  which  testimony  has  been 
given?  A.  The  contracts  were  made  from  year  to  year  by  the 
Mutual  Life  Insurance  Company. 

Q.  Acting  through  whom?  A.  Through  Mr.  Granniss,  the 
vice-president,  and  afterwards  by  Dr.  Gillette,  the  general  man- 
ager. 

Q.  Do  you  know  whether  or  not  the  matters  came  before  any 
committee  of  the  board  ?     A.  Of  the  rates  of  commission  ? 

Q.  Yes.  A.  I  never  inquired  whether  they  did  or  not.  I 
received  my  contract  from  the  company  precisely  as  all  other 
agents  did  there. 

Q.  Have  you  a  statement  of  the  results  from  the  business  of 
C.  H.  Raymond  &  Company  since  Mr.  Thebaud  became  a  member 
of  the  firm?     A.  Yes.      (Paper  handed  counsel.) 

Q.  The  paper  now  handed  me  is  a  general  statement  beginning 
with  the  year  1896,  which,  I  understand,  embraces  the  results  of 
the  business  of  the  firm  to  that  period  ?     A.  That  is  right,  sir. 

MR  HUGHES :   I  offer  that  in  evidence. 

THE  CHAIRMAN:    From  1896  to  1904? 

MR.  HUGHES:   From  1896  to  1904. 

THE  CHAIRMAN:   It  does  not  include  the  first  three  years? 

MR.  HUGHES:    No,  it  does  not  include  the  first  three  years. 

(Paper  marked  Exhibit  258.) 
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MR.  HUGHES :  This  paper  -will  appear  in  full  in  the  record. 
It  shows  the  first  year's  commissions,  the  first  years  paid  to  agents, 
the  net  amount  of  the  fiVst  year's  commissions,  the  renewal  com- 
missions, the  renewals  paid  to  agents,  the  expenses  and  the  net 
renewals.  I  do  not  see  that  it  contains  a  statement  of  the  actual 
results  to  the  firm. 

(After  a  conference  with  Mr.  Raymond's  assistant,  Mr.  Bell, 
Mr.  Hughes  states :) 

MR.  HUGHES :  I  understand  now  that  the  amount  stated  in 
the  column  "  Net  first  years  "  is  the  amount  of  the  commissions  of 
C.  H.  Raymond  &  Company  after  paying  the  proportion  of  the 
first  year's  commissions  that  the  agents  were  entitled  to  receive. 
That  the  expenses  of  0.  H.  Raymond  &  Company  were  charged 
against  the  renewal  commissions  received  and  that  the  net  re- 
uewals  are  the  amounts  of  renewal  commissions  received  by  0.  H. 
Raymond  &  Company  after  deducting  the  renewals  paid  to  agents, 
and  the  expenses  of  the  firm.     That  is  right  ? 

THE  WITNESS :   That  is  correct. 

Q.  And  that  the  net  profits  after  payment  of  commissions  to 
agents  and  after  payment  of  all  expenses  of  the  firm  to  C.  H. 
Raymond  &  Company  in  these  years  is  the  aggregate  of  the 
amount  stated  as  net  first  year's  and  net  renewals?  A.  That  is 
correct. 

MR.  HUGHES:  Now,  I  will  read  upon  the  record  these 
amounts  of  the  profits  of  C.  H.  Raymond  &  Company  in  the  years 
stated : 


Net  first  years 

Net  renewals 

1896 

$78,164.40 

$112,430.88 

1897. 

74,808.74 

115,442 .  52 

1898. 

61,110.85 

134,635.80 

1899. 

89,516.06 

139,912.97 

1900. 

73,064.20 

165,875.33 

1901. 

42,552.90 

161,884.66 

1902. 

63,850.44 

180,368.69 

1903. 

69,203.62 

169,293.76 

1904. 

72,825.59 

175,001.08 

Q.  Now,  have  you  a  statement  of  the  amount  of  money  which 
was  received  by  Mr.  Thebaud  during  his  co-partnership  vsdth  you  ? 
A.  Yes.    (Handing  paper.) 
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THE  OHAIEMAlSr:  Do  we  understand  that  the  receipts  for 
1904  amounted  to  nearly  $250,000? 

ME.  HUGHES :  We  understand  that  the  net  receipts  of  the 
office,  after  paying  all  the  agents  who  wrote  business,  their  share 
of  the  first  year's  commissions  and  renewal  commissions  and  after 
paying  all  the  expenses  of  the  office  arnoiinted  to  $247,826.67. 

Q.  Does  this  statement  show  Mr.  Thebaud's  interest  in  the 
profits  of  the  firm  of  C.  H.  Raymond  &  Company  after  deducting 
the  amounts  paid  to  agents  by  the  firm  and  after  deducting  Mr. 
Thebaud's  share  of  the  expenses  of  the  firm,  that  is  his  net  income 
as  a  partner  from  the  firm  ?    A.  Yes,  that  is  what  it  shows. 

ME.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  259  and  read  by  Mr.  Hughes.)' 

Q.  In  this  paper  there  are  stated  first  year  and  renewals.  I 
take  it  that  that  means  his  net  interest  in  the  first  year's  commis- 
sions of  the  firm  and  his  net  interest  in  the  renewal  commissions 
of  the  firm  after  the  deducting  of  expenses  and  in  each  case  after 
deducting  the  commissions  of  agents?    A.  That  is  correct. 

Q.  There  was  no  profit,  I  understand,  in  1894?    A.  KTo. 

Q.  And  these  amounts,  as  I  understand  it,  were  actually  paid 
to  Mr.  Thebaud?    A.  As  his  share,  yes,  sir. 

Q.  Now,  I  should  like  to  be  informed  what  contracts  0.  H. 
Eaymond  &  Company  have  with  sub-issue  agents,  that  is,  with 
the  men  who  get  the  business,  what  terms  are  given  to  them? 
A.  We  pay  at  the  present  time  eighty  per  cent,  for  the  highest 
rate  of  commissions,  graded  down  to  fifty  and  thirty-five. 

Q.  I  was  going  along  a  while  ago  with  this  statement,  Ex- 
hibit 255,  of  the  commissions,  rate  of  commissions  paid  your 
firm  and  the  rate  of  commissions  paid  by  your  firm  to  agents. 
I  will  continue  with  that.  I  think  we  left  this  matter  at  the 
poirJi  where  Mr.  Thebaud  became  a  member  of  the  firm  in 
1893.  Am  I  right  in  understanding  that  at  that  time  there 
was  an  increase  in  the  rate  of  commissions  paid  the  firm?  A. 
I  think  that  was  the  general  rate  of  increase  made  by  the  company 
to  its  general  agents. 

Q.  And  C.  H.  Eaymond  &  Company  shared  in  the  general 
increase  in  the  rate  of  commision?    A.  We  were  paid  the  same  rate. 

Q.  Now,  it  appears  in  1893  the  rate  of  commissions  on  first 
year's  business  paid  by  the  Mutual  Life  Insurance  Company 


Testimony  of  Charles  H.  Raymond.  1231 

to  C.  H.  Raymond  &  Company  ranged  from  thirty-five  to  eighty 
per  cent.,  also  included  one  renewal  commisstion,  or  a  range 
of  renewal  commissions  from  one  renewal  commission  of  ten 
per  cent,  to  six  renewal  commissions  of  seven  and  one-half  per 
cent.    Have  yon  that  contract  here?    A.  Yes,  sir. 

Q.  Is  this  the  contract  (handing  paper)  ?    A.  Yes. 

Q.  It  is  in  the  form  of  a  letter  which  you  now  produce? 
A.  Yes. 

ME.  BnJGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  260.) 

MR.  HXTGHES:  I  will  read  this  upon  the  record  so  that  you 
may  have  it  back.     (Exhibit  read.) 

Q.  What  is  meant  by  the  "  Confidential .  Circular  of  Novem- 
ber 1,  1892,"  which  it  is  said  the  company  had  decided  to 
withdraw?  A.  I  don't  know  what  it  was,  sir.  Whatever  it 
was  it  was  withdrawn.  It  was  something  in  regard  to  rates  of 
commission  evidently. 

THE  CHAIRMAN:  Repeat  that  answer. 

THE  WITNESS:  It  was  something  in  regard  to  rates  of 
commission,  but  I  don't  remember  what  the  circular  was,  and 
I  don't  think  I  have  a  copy  of  it.  It  was  probably  returned 
to  the  company's  ofiice. 

Q.  What  is  meant  by  the  phrase,  "the  following  special  rates 
of  compensation  "  in  the  first  paragraph  of  the  letter?  In  what 
sense  were  the  rates  special?  A.  It  was  stated  that  it  was  a  semi- 
centennial year  of  the  company,  and  his  desire  was  to  make  a 
semi-centennial  business. 

Q.  Were  there  any  other  agents  of  the  company  who  were 
paid  as  well  as  the  firm  of  C.  H.  Raymond  &  Company  for  that 
semi-centinnial  year?  A.  So  far  as  I  know  they  were  all  paid 
in  the  same  way. 

Q.  Well,  to  put  it  in  another  way,  do  you  know  of  any  that 
were  paid  in  the  same  way?  A.  I  do  not  know;  I  never  in- 
quired the  rates  paid  to  other  agents,  Mr.  Hughes. 

Q.  I  notice  that  the  first  class  of  policies  mentioned  is 
twenty-year  dihtribution  policies,  all  forms  except  single 
premium.  What  is  a  twenty-year  distribiition  policy?  A.  A 
twenty-year  distribution    policy_^  is    a    policy    upon    which    at 
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the  request  of  the  applicant  for  the  insurance  the  surplus 
accumulated  and  credited  to  the  policy  is  withheld  by  the  com- 
pany, accumulated  at  its  rate  of  compound  interest  until  the 
termination  of  the  twenty  years  spoken  of  in  the  contract.  Then 
that  amount  of  money  so  accumulated  is  payable  to  the  policy- 
holder either  in  cash  or  in  paid-up  insurance  if  he  so  elects. 

Q.  Does  it  include  the  twenty-year  life  policies  or  is  it  lim- 
ited to  twenty-year  endowments  ?  A.  It  includes  twenty-year  life 
policies. 

Q.  It  includes  all  policies  where  dividends  are  deferred  until 
the  expiration  of  a  period  of  twenty  years?  A.  It  includes  any 
policy  applied  for  to  be  entered  into  that  class  and  when  so  ap- 
plied for  and  so  issued  if  the  policy  is  a  whole-life  policy  it  has 
a  twenty-year  deferred  dividend  clause  in  it  which  is  to  be  settled 
at  the  end  of  twenty  years,  as  I  have  explained. 

Q.  Yes.  Similarly  the  fifteen-year  distribution  policy  is  a 
policy  where  the  dividends  are  deferred  for  a  period  of  fifteen 
years?    A.  Quite  so. 

Q.  What  is  meant  by  a  single  premium?  It  says  all  forms 
except  a  single  premium  and  special  rates  are  provided  for  a 
single  premium  policy?  A.  Where  the  entire  premium  of  the 
policy  is  paid  at  the  time  of  the  issue  of  the  policy,  one  sum. 

Q.  Is  there  much  of  that  business  done  ?  A.  Not  a  very  great 
deal. 

Q.  What  percentage  of  your  business  on  the  average  would 
be  special  premium  business?    A.  A  very  small  sum. 

Q.  Less  than  one  per  cent.  ?    A.  Oh,  yes,  decidedly  so. 

Q.  Decidedly  less-  than  one  per  cent.  ?    A.  Yes,  decidedly. 

Q.  Then  there  is  another  class  of  annual  distribution  and 
forms  of  policy  not  provided  for.  That  class  would  not  exceed 
one  per  cent,  of  your  business,  as  I  think  you  have  already  testi- 
fied to  ?  A.  I  think  in  those  years,  sir,  it  didn't  exceed  anything 
in  my  agency;  we  didn't  take  them. 

Q.  So  that  the  business  which  your  firm  did  was  practically 
all  under  these  classes  of  twenty-year,  fifteen-year,  ten-year  and 
five-year  distribution  policies?    A.  Practically. 

Q.  And  of  those  classes  the  great  bulk  of  your  business  was 
twenty-year  distribution  policies,  was  it  not  ?  A,  I  fancy  it  was, 
yes,  sir. 

Q.  What  proportion  would  you  say,  roughly?  A.  I  would 
say  70  per  cent.,  sir. 
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Q.  YO  per  cent.  .  And  how  much  of  the  business  was  fifteen- 
year  distribution  policies  ?    A.  Not  over  5  per  cent. 

Q.  And  how  much  10-year  distribution  policies?  A.  A  little 
more;  6  or  7  per  cent. 

Q.  So  that  for  about  TO  per  cent,  of  the  business  obtained 
through  C  H.  Kaymond  &  Company,  the  Mutual  Life  Insurance 
Company  paid  80  per  cent,  of  the  first  year's  premiums,  10  per 
cent,  of  the  second  year's  premiums  and  Y^  per  cent,  of  the  re- 
newal premiums  for  six  years  thereafter?  A.  Those  are  the 
rates. 

Q.  Now,  that  continued,  as  I  understand  it,  for  some  three 
years?    A.  Yes. 

Q.  And  if  in  juxtaposition  to  this  contract  that  you  have  pro- 
duced of  your  own  you  can  give  me  the  contracts  that  you  had 
at  that  time  with  your  sub-agents  I  should  be  very  glad  to  have  it. 
A.  We  can  give  you  those. 

Q.  Have  you  got  them  here?  A.  "We  haven't  them  here. 
Don't  it  state  on  the 

Q.  It  states  here  in  the  paper  Exhibit  255  that  during  the  year 
1893  the  compensation  paid  by  you  to  sub-agents  ranged  from  40 
per  cent,  of  the  first  year's  premium  and  six  renewals  of  five  per 
cent,  of  the  renewal  premiums  to  60  per  cent,  of  the  first  year's 
premiums  and  six  renewal  commissions  at  five  per  cent,  of  the 
renewal  premium  with  also  a  provision  for  a  flat  commission  of 
45  to  70  per  cent  on  the  premium  ?     A.  Yes,  sir. 

Q.  Now,  I  suppose  that  flat  commission  was  about  as  negligible 
in  the  case  of  the  sub-agent  as  it  was  in  your  own  case,  it  related 
to  the  same  kind  of  business,  didn't  it?    A.  No,  sir. 

Q.  It  didn't  ?     A.  No,  sir ;  there  was  another  class  of  agents. 

Q.  Now,  just  explain  what  the  flat  rate  paid  to  sub-agents 
applied  to?  A.  The  flat  rate  was  the  rate  that  was  paid  for 
transient  business  over  the  counter. 

Q.  For  what?  A.  For  transient  business,  for  business  that 
was  not  received  from  our  regularly  appointed  agents. 

Q.  Not  transient  with  reference  to  its  duration?  A.  No,  sir, 
but  with  reference  to  the  agent  who  brought  it, 

Q.  Received  over  the  counter,  and  you  paid  him  a  brokerage 
of  45  per  cent  to  YO  per  cent  ?     A.  Precisely. 

Q.  According  to  the  nature  of  the  business  ?     A.  Precisely. 

Q.  If  he  brought  you  a  twenty  year  deferred  dividend  applica- 
tion, or  an  application  for  that  kind  of  a  policy,  in  which  you 
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would  get  80  per  cent  commission  on  the  first  year  with  certain 
renewal  commissions  as  already  stated,  you  would  give  thiat  man 
who  brought  it  in,  not  being  your  regular  agent,  a  commission 
of  70  per  cent  on  the  first  year's  premium  fiat  ?  A.  If  he  had  no 
contract  with  us,  yes. 

Q.  And  that  would  be  the  end  of  his  compensation?  A.  Mr. 
Bell  tells  me  that  there  were  some  agents  who  preferred  to  be 
paid  in  that  way. 

Q.  You  tell  me  that  if  an  agent  preferred  to  be  paid  in  that 
way  you  would  let  him  be  paid  in  that  way  ?     A.  We  did. 

Q.  And  the  agents  with  whom  you  had  contracts  ordinarily 
were  paid  at  the  rate  as  stated  in  the  plan  read,  and  the  rate 
of  40  per  cent,  of  the  first-year  premium,  and  six  renewal  com- 
missions of  five  per  cent,  of  the  renewal  premiums  to  60  per 
cent,  of  the  first  year's  premium  and  six  years  renewal  com- 
missions and  five  per  cent,  of  the  renewal  premiums?  A.  Yes, 
sir. 

Q.  That  65  per  cent,  was  in  the  case  of  the  twenty-year 
distribution  policy,  I  suppose?    A.  It  was. 

Q.  That  was  the  highest  that  you  paid  any  sub-agent? 
A.  With  renewals. 

Q.  With  renewals  ?     A.  Yes. 

Q.  That  is  with  the  six  renewals  of  5  per  cent-  ?  A.  Yes, 
sir. 

Q.  And  the  bulk  of  the  business  brought  in  by  the  sub- 
agents,  of  course,  was  business  on  which  they  got  that  60  per 
cent.,  as  you  have  explained  that  70  per  cent,  of  your  business 
was  of  that  class  ?     A.  Yes,  sir. 

Q.  The  40  per  cent.,  the  minimum  rate,  I  suppose,  applied 
to  ten-year  and  five-year  distribution  policies?     A.  Yes,  sir. 

Q.  !N"ow,  in  1894  the  commissions  of  0.  H.  Raymond  & 
Company  were  further  increased,  were  they  not — the  rate  of 
commissions?     A.  40  and  85. 

Q.  Have  you  the  contract  for  1894?     A.  Yes,  sir. 

Q.  This  contract  is  dated  April  30,  1893,  and  I  will  read  the 
parts  which  state  precisely  the  terms  where  they  vary  from 
the  contract  already  introduced  of  the  preceding  year: 

Classes  A,  B  and  C,  twenty-year  distribution  policies,  all 
forms  excepting  single  premiums,  85  per  cent. — ■ — 

Q.  At  this  moment  my  attention  is  called  to  the  fact  that 
you  were  in  error  in  stating  that  at  85  per  cent.,  that  it  should 
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be  65  per  cent.,  according  to  the  letter.  A.  It  says  so  here, 
85.     It  wasn't  85,  sir. 

Q.  You  know  it  is  65  now,  so  that  we  can  take  it?  A.  65 
fay  the  contract,  yes,  sir. 

Q.  Well,  will  you  correct  this  paper  so  that  we  can  have  it 
right. 

ME.  HUGHES:  ISTow,  I  will  read  the  parts  of  the  letter 
which  states  the  business  as  follows: 

Classes  A,  B  and  C,  twenty-year  distribution  policies,  all 
forms  except  single  premiums,  65  per  cent.,  first  year,  25  per 
cent.,  second  year,  10  per  cent,  third  year  and  7^  per  cent,  for 
five  years  thereafter. 

Fifteen-year  distribution  policies,  all  forms  excepting  single 
premiums,  60  per  cent.,  first  year,  25  per  cent,  second  year,  10 
per  cent,  third  year  and  7^  per  cent,  for  five  years  thereafter. 

Ten-year  distribution  policies,  all  forms  except  single  premium, 
55  per  cent,  first  year,  25  per  cent,  second  year,  10  per  cent,  third 
year  and  7-J  per  cent,  for  five  years  thereafter. 

Five-year  distribution  policies,  all  forms  except  single  pre- 
miums, 40  per  cent.,  first  year,  and  1\  per  cent,  renewals  for  six 
years  thereafter. 

All  others  appear  to  be  the  same  with  the  exception  of  the 
provisions  for  bonuses. 

The  provisions  for  bonuses  are  as  follows: 

First  quota,  $3,000,000. 

After  this  amount  in  all  classes  of  business,  except  D  and  E, 
that  is  established,  you  will  be  entitled  to  a  bonus  of  $1.25  per 
$1,000  established  in  excess  thereof. 

Second  quota,  $6,000,000. 

After  this  amount  shall  have  been  established,  you  will  be 
entitled  to  charge  $1.25  additional  per  $1,000  of  all  business, 
except  D  and  E,  established  in  excess  of  said  second  quota. 

Q.  What  is  the  average  premium  on  twenty-year  distribution 
policies?    A.  $40. 

Q.  And  five  per  cent  of  $40  is  how  much  ?  A,  $2.  This  is 
3:1,  that  highest  bonus  there. 

Q.  ISTow,  during  this  period  of  1894  the  commissions  paid 
to  sub-agents  upon  the  twenty-year  distribution  policies  remained 
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the  same  as  they  were  in  1893,  did  they  not?  A.  No,  they  did 
not. 

Q.  You  show  me  now  that  the  commission  paid  on  twenty- 
year  distribution  policies,  constituting  the  bulk  of  your  busi- 
ness, that  is,  the  commission  paid  to  your  sub-agents,  was  raised 
to  70  per  cent,  in  the  first-year  premiums  and  six  renewal  com- 
missions of  five  per  cent,  of  the  renewal  premiums  ?  A.  That  is 
right. 

Q.  And  that  is  the  year  Mr.  Thebaud's  statement  showed  no 
profits  on  first  year's  business  ?    A.  There  were  none. 

Q.  So  that  that  was  .changed  the  next  year.  Now,  have  you 
got  the  contract  of  1895  ?    A.  Yes,  sir. 

Q.  Now,  in  1895  by  the  contract  which  you  now  show  me  of 
December  22d,  the  contract  for  1893,  or  the  terms  of  the  contract 
for  1893,  were  reinstated?    A.  Yes,  sir. 

Q.  It  was  a  mere  reversion  to  the  former  rate  of  commission? 
A.  Yes,  sir. 

MEu  HUGHES:  And  I  find  appended  to  this  a  letter  aa 
JoUows : 

Office  of  the  General  Agent, 

O.  H.  Raymond,  General  Agent, 

Dear  Sir: 

You  will  be  allowed  for  the  balance  of  the  year  10  per  cent, 
additional  on  the  premiums  of  Class  A,  B  and  0,  with  the 
exception  of  five-year  distribution  policies. 

(Signed)  John  0.  Elliott,  S.  D.  A. 

Q.  That  is  for  what?  A.  That  was  for  the  rest  of  the  year, 
sir. 

Q.  Well,  you  mean  for  the  next  twenty-six  days?  A.  Yes, 
sir.     Well,  I  think  for  the  whole  month. 

Q.  Well,  why  should  you  have  got  an  extra  10  per  cent,  com- 
pensation for  December?  A.  We  had  to  pay  a  larger  amount 
of  commissions  to  get  the  business,  sir,  because  just  at  that  time 
of  the  year  the  struggle  was  greatest  to  fill  up  the  quotas  of  the 
several  agencies. 

Q.  Wei],  was  that  done  in  other  years?     A.  Not  usually. 

Q.  Do  you  remember  why  it  was  done  that  year?  A.  Because 
the  company  wanted  a  larger  amount  of  business,  I  fancy,  sir. 
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Q.  Did  you  ^ive  that  n.lditional  payment  to  the  agents?  A. 
Yes;  we  paid  it  to  the  agents. 

Q.  Now,  in  1896  tlicru  was  a  further  modification.  This  con- 
tract which  you  now  produce  for  1896  is  on  a  printed  form,  which 
appears  to  be  a  form  of  agency  contracti  Is  that  so?  A.  Yes, 
sir;  that  is  so;  the  company's  form. 

Q.  Do  you  understand  that  this  is  the  regular  company's  form 
of  contract  for  general  agents?     A.  Yes,  sir. 

Q.  And  has  that  been  in  use  from  1896  on,  that  general  form? 
A.  I  think  that  form,  or  one  like  it,  has  been  used. 

Q.  Witb  substantially  the  same  terms?  A.  I  am  not  sure;  no, 
they  have  changed  th.e  terms  from  year  to  year  as  they  have 
seen  fit. 

MR.  HUGHES:  The  terms  as  shown  by  this  contract,  the 
printed  form,  are  as  follows,  the  date  being  ISTovember  9,  1895, 
and  tbe  compensation  relating  to  the  year  1896: 

For  all  life,  just  life  and  endowment  policies  calling  for  ten  or 
more  premiums  first-year  twenty-year  distribution  policies  70  per 
cent.,  fifteen-year  distribution  policies  60  per  cent.,  ten-year  dis- 
tribution policies  50  per  cent.,  five-year  distribution  policies  40 
per  cent.    For  renewals  of  ten  per  cent,  and  three  of  five  per  cent. 

Annual  distribution  in  due  form  35  flat,  no  renewals. 

Single  premium  policies: 

life  policies  10  per  ceoat.,  endowment  7-|  per  cent. 

Endowments  of  all  kinds  5  per  cent. 

Mortuary  allotments  and  contingent  addition  7-|  per  cent. 

Allotments  and  bonuses  I  read  as  follows  under  that  heading: 

The  allotment  for  the  year  of  established  business  will  be 
$11,500,000  divided  into  four  quarters  as  follows: 

First  quarter  beginning  with  March  account,  $1,725,000;  sec- 
ond quarter,  ending  with  June  account,  $2,875,000;  third  quarter, 
ending  with  September  account,  $2,875,000';  fourth  quarter,  end- 
ing with  December  account,  $4,025,000. 

And  the  amount  of  insurance  named  in  any  quarter,  all  estab- 
lished within  the  accounts  of  such  quarter,  you  will  be  allowed  to 
charge  $3.50  a  thousand  of  insurance  upon  the  annual  business 
furnished  therein,  and  on  the  remainder  when  the  second  semi- 
annual or  fourth  quarterly  premiums  have  been  paid  business 
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will  be  regarded  as  established  in  any  quarter  with  the  initial 
premium  as  to  any  such  quarter. 

Should  you  exceed  the  amount  of  business  named  above  within 
any  such  quarter  the  excess  may  apply  to  the  quarter  following. 

Appended  to  this  are  several  written  modifications  which  I  will 
read  in  the  order  of  their  dates: 

Office   of  the   General  Manager,   Charles   H.   Eaymond,    Gen- 
eral Agent, 

Dear  Sir: 

You  will  be  allowed  10  per  cent,  overriding  commission  on 
twenty  and  fifteen  year  distribution  and  five  per  cent.  o"^ei- 
riding  commission  on  ten-year  distribution  for  the  year   18!)6. 

John  0.  Elliott,  S.  D.  A. 

December  30,  1895. 

Q.  What  is  meant  by  an  overriding  commission?  A.  A  com- 
mission in  excess  of  the  rate  stated  in  the  letter  of  instructions. 

ME.  BTUGHES:  And  under  date  of  December  10th,  as  follows: 

"  Confidential.  ' 

"  Charles  H.  Raymond,  General  Agent: 

"  The  scale  of  renewal  commissions  under  your  contract,  dated 
November  9,  1895,  is  hereby  amended  to  read  five  renewals  of 
10  per  cent,  and  one  of  5  per  cent. 

"  John  C.  Elliott,  S.  D.  A. 

"  New  York,  December  10,  1895." 

That  was  endorsed  or  marked  across,  or  marked  in  red  ink, 
"Amended  to  read  six  renewals  of  10  per  cent.,  W.  R.  G." 

Q.  When  was  that  last  amendment  made?  A.  There  is  no 
date,  sir;  I  can't  tell  when  it  was  made. 

Q.  It  applied  to  the  year  1896?  A.  Yes;  it  was  applied  to  the 
year  1896. 

Q.  A  further  memorandum  annexed  is  as  follows: 

"  Charles  H.  Eaymond,  General  Agent: 

The  bonus  offer  under  your  1896  contract  is  hereby  changed 
so  as  to  read: 

Eirst  six  months  ending  with  June  account,  $4,000,000;  second 
six  months,  ending  with  December  account,  $6,000,000.     Should 
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the  amount  of  insurance  named  in  either  six  months  be  established 
■within  the  account  of  said  six  months  you  will  be  allowed  to 
charge  $3.50  a  thousand  of  insurance  upon  all  annual  business 
furnished  therein  and  on  the  remainder  when  the  second  semi- 
annual or  fourth  quarterly  premiums  have  been  paid.  New  York, 
December  17,  1895. 

John  0.  ElUott,  S.  D.  A." 

That  has  marked  across  it  in  red  ink,  "Approved  for  1897, 
October  28,  1896,  W.  R.  G." 

i.' Approved  for  1898  December  27,  1897,  W.  R.  G." 

A  further  memorandum  annexed  to  the  first  contract  men- 
tioned of  November  9,  1895,  is  as  follows,  dated  New  York, 
June  14,  1896: 

"  Charles  H.  Eaymond,  Metropolitan  General  Agent,  New  York 

City, 
Sir: 

The  contract  for  the  scale  of  compensation  for  your  general 
agency  for  the  year  1896,  dated  November,  1895,  together 
with  the  subsequent  changes  and  amendments  dated  respect- 
ively December  3  and  10,  1895,  is  hereby  extended  to  include 
all  business  done  within  the  three  years  ending  December  31, 
1898.  All  other  requirements  and  conditions  remain  in  force 
excepting  that  the  allotments,  per  established  business,  shall  be 
at  the  discretion  of  the  company." 

Across  this  is  written  in  red  ink,  "  Approved  for  the  ,year 
1900,  W.  K  G." 

And  also — -and  I  should  have  read  the  other  first — "  Walter 
E.  Gillette,  General  Manager,  July  1,  1896.  Extended  for  1899, 
W.  E.  G." 

Q.  Well,  that  contract,  with  those  modifications,  the  firm 
of  0.  H.  Raymond  &  Company  worked  under  down  through 
1893,  did  they  not,  those  terms?     A.  Yes,  that  was  so. 

Q.  And  your  compensation  to  Sub-agents  remained  in  1895 
to  1899  inclusive  the  same  as  it  was  in  1894,  and  was  increased 
in  1900  so  as  to  range  from  65  per  cent,  of  the  first  year's 
commissions  and  six  renewals  of  five  per  cent,  of  the  renewal 
premiums  to  75  per  cent,  of  the  first  year's  commissions  and 
six  renewals  of  five  per  cent,  of  the  renewal  premiums,  with 
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a.n  altematiTe  of  65  per  cent,  of  the  first  year's  commission? 
and  one  renewal  of  10  per  cent,  to  75  per  cent,  of  the  first  year's 
premiums  and  one  renewal  of  10  per  cent.  ?     A.   Yes,  sir. 

Q.  And  those  payments  for  commissions  to  sub-agents  remained 
the  same  to  1903  ?     A.  Yes,  sir. 

Q.  ISTow,  you  have  had  another  contract  for  the  last  two  years  ? 
A.  December  31,  1903,  yes,  siri 

ME.  HUGHES :   I  offer  it  in  evidence. 

(Marked  Exhibit  261.) 

MR.  HUGHES :  And  I  will  read  it  on  the  record.  (Exhibit 
read.) 

Q.  Reference  has  been  made  to  the  expenses  of  your  agency 
which  were  deducted  or  charged  against  the  renewal  commis- 
sions received  by  your  firm  or  the  firm.  Did  C.  H.  Raymond  & 
Company  meet  out  of  its  commissions  all  the  expense  of  its 
office?     A.  Yes,  all  its  ofiice  expenses. 

Q.  Do  you  refer  now  to  its  main  ofiice,  or  to  all  the  offices 
within  its  jurisdiction,  that  is,  subject  to  its  supervision  ?'  A. 
Well,  there  has  been  a  change  in  the  way  of  managing  those 
offices.  Up  to  this  last  contract  the  company  in  some  cases  paid 
the  rent;  in  others  they  paid  part  of  the  rent,  and  the  general 
agency  paid  the  other  part. 

Q.  Under  the  system  that  was  in  force  prior  to  December, 
1903,  the  entire  Metropolitan  District  being  within  your  con- 
trol, all  the  branch  offices  and  all  the  sub-agency  offices  withii;, 
that  district  were  manned  and  equipped  by  you,  were  they  not? 
A.  Yes,  sir? 

Q.  Did  you  employ  all  the  persons  that  were  employed  to  write 
insurance  for  the  Mutual  Life  Insurance  Company  within  the 
City  of  Now  York  ?     A.  Yes,  sir. 

Q.  And  did  you  employ  all  the  clerks  and  persons  who  were 
engaged  in  the  clerical  work  incident  to  the  business  of  your  main 
office  and  the  branch  offices?  A.  The  main  office  without  excep- 
tion. Of  the  branch  offices  ihere  may  be — also  branch  offices, 
yes,  sir. 

Q.  Now,  did  the  firm  of  0.  H.  Raymond  &  Company  pay  all 
the  expenses  prior  to  December,  1903,  of  all  the  branch  offices 
within  the  Metropolitan  District?  A.  No,  sir,  they  didn't  pay 
all  the  rent. 
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Q.  Who  paid  the  rent  other  than  what  you  paid,  the  Com- 
pany? A.  Other  than  what  we  paid  the  Mutual  Life  paid 
always. 

Q.  What  amount  did  the  Mutual  Life  pay  in  1903,  for  rents 
of  offices  which  were  used  as  branch  ^offices  by  the  firm  of 
0.  H.  Kaymond  &  Company  ?  Now,  I  am  told  by  Mr.  Bell  that 
when  Mr.  Thebaud  became  a  member  of  the  firm  of  C.  H.  Ray- 
mond &  Company  in  1903  there  were  outstanding  certain  leases 
of  certain  ofiices  used  by  the  company  within  the  Metropolitan 
District,  the  rents  accruing  upon  which  were  paid  by  the  com- 
pany, and  not  by  C.  H.  Kaymond  or  C.  H.  Raymond  &  Com- 
pany, that  those  were  rents  of  $600,  $2,000  and  $1,500 ;  that  after 
Mr.  Thebaud  became  a  member  of  the  firm  of  C.  H.  Raymond  & 
Company,  the  business  of  the  company  requiring  additional  of- 
fices and  additional  expenses  by  way  of  rental,  all  those  expenses 
were  met  by  C.  H.  Raymond  &  Company  ?    A.  That  was  the  case. 

Q.  And  the  Mutual  Life  paid  no  more  money  than  it  had  pre- 
viously been  called  upon  to  pay  under  these  three  leases  that  have 
been  mentioned  now.    Is  that  correct  ?    A.  That  is  the  fact. 

Q.  So  that  down  to  December,  1903,  so  far  as  the  item  of 

rent  is  concerned,  it  was  included  in  the  expenses A.  Yes, 

sir. 

Q.  That  you  have  not  furnished  me  here,  which  were  deducted 
from  the  renewal  commissions  of  C.  H.  Raymond  &  Company, 
leaving  the  profits  that  have  been  stated  ?    A.  Yes,  sir. 

Q.  Now,  is  that  also  true  of  the  other  expenses  incident  to  the 
branch  offices,  and  to  the  main  office,  clerk  hire,  bookkeepers, 
cashiers'  and  various  persons  ?  A.  The  company  made  no  alloAV- 
ance  for  anything. 

Q.  You  get  nothing  from  the  company  ?    A.  No,  sir. 

Q.  You  paid  it  yourself  and  had  plenty  of  money  to  pay  it  with 
and  realize  the  profit  that  has  been  mentioned. 

(Not  answered. ) 

Q.  Xov,-,  then  at  the  end  of  1903,  or  at  the  time  this  contract 
is  made  under  date  of  December  1,  1903,  it  seems  some  new 
arrangement  v/as  made  as  to  these  matters  ?  A.  Mr.  Hughes,  the 
company  assumed  to  take  my  contract  out  of  my  hands  and  make 
a  n,ew  one  for  me. 

Q.  It  wasn't  at  your  instance  ?    A.  It  was  not,  sir. 

Q.  You  were  well  satisfied  with  the  situation  as  it  existed? 
A.  I  was. 
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Q.  Who  brought  up  the  matter  of  changing  the  contract  ?  A.  It 
came  through  the  official  channels  of  the  company. 

Q.  Well,  what  were  their  names  ?  A.  The  Department  of  Do- 
mestic Agents. 

Q.  Who  is  at  the  head  of  that  ?  A.  Well,  it  came  really  through 
the  head  of  the  department,  the  general  manager,  Mr.  McOurdy. 

Q.  Through  Mr.  McCurdy  ?    A.  Yes. 

Q.  And  he  signified  to  you  that  the  existing  contract  should 
be  ended  ?    A.  Yes,  sir. 

Q.  And  a  new  contract  made?    A.  Yes. 

Q.  Now,  will  you  state  practically  what  the  effect  of  these 
changes,  are,  translating  the  formal  provisions  of  the  con- 
tract into  a  popular  yet  accurate  statement?  A.  The  effect 
of  the  changes  were  to  take  from  me  that  contract  which  you 
have  read  before,  which  was  an  extended  contract,  and  reduce 
the  time  of  my  service,  and  naturally  of  the  contract,  that  I 
worked  under,  to  take  the  charge  of  the  sub-agencies  out  of 
my  control  so  far  as  the  payment  of  their  expenses  were  con- 
cerned, and  to  dictate  who  the  sub-agents  should  be,  the  ex- 
tent and  number  of  sub-agents  and  the  extent  and  number  of 
officers,  the  number  of  men  in  them,  and  at  the  same  time 
made  me  responsible  for  the  work  that  they  were  doing.  But 
the  company  insisted  upon  doing  these  things,  and  they 
offered  me  a  sum  of  money  to  a  limited  extent  which  you 
have  read  there,  of  which  a  certain  portion  was  consumed  by 
my  office,  and  accounts  made  to  the  company  for  all  those  ex- 
penses. 

Q.  In  other  words,  they  allowed  you,  that  is,  the  firm  of  0.  H. 
Eaymond  &  Company  a  certain  amount  of  money  to  cover  rents 
and  that  was  charged  in  the  account?  A.  Cover  the  rents  and 
expenses  of  the  offices. 

Q.  Well,  the  first  item  was  apparently  to  cover  rents  to  be 
charged  in  monthly  installments  and  then  in  addition  you  were 
allowed  monthly  a  siun  up  to  96  per  cent,  of  all  new  premiums? 
A.  That  was  to  cover  all  our  expenses. 

Q.  That  was  to  cover  all  your  expenses.  That  was  in  the  nature 
of  an  advance,  wasn't  it?    A.  Oh,  no. 

Q.  What  was  it  ?    A.  Oh,  no. 

Q.  Well,  what  is  it?  A.  It  was  an  advance  we  can  draw  on 
monthly  as  we  expended  the  money. 

Q.  I  meant  it  was  something  you  could  draw  on  and  use  and 
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•jltimately  would  be  charged  against  the  amount  that  would  be 
payable  to  you  as  commissions. 

(Not  answered.) 

Q.  Now,  as  this  is  explained  to  me  by  Mr.  Bell,  it  comes  to 
this,  that  after  or  beginning  January  1,  1904,  0.  H.  Raymond 
&  Company  were  to  get  a  total  out  of  first  year's  commissions, 
that  is,  out  of  new  business,  of  96  per  cent,  of  the  premiums.  A. 
Up  to  a  certain  amount. 

Q.  Up  to  the  first  seventeen  millions  of  insurance?  A.  Pre- 
cisely. 

Q.  So  that  of  the  first  seventeen  million  dollars  of  insurance 
obtained  through  C.  H.  Eaymond  &  Company  in  the  City  of 
New  York,  C.  H.  Eaymond  &  Company  were  entitled  to  keep  96 
per  cent,  of  the  premiums?    A.  No,  sir. 

Q.  Well,  I  do  not  mean  keep  it  in  the  sense  that  they  did  not 
have  to  pay  expenses  to  sub-agents,  but  I  mean  keep  it  as  far 
as  the  Mutual  Life  Insurance  Company  was  concerned  ?  A.  Well, 
we  were  entitled  to  keep  them  provided  we  paid  certain  expenses 
which  the  Mutual  Life  Insurance  Company  required  us  to  pay. 

Q.  But  that  in  lieu  of  other  commissions  stated  on  first  year's 
business  was  the  compensation  of  0.  H.  Raymond  &  Company  96 
per  cent,  of  the  first  year's  premium  ?    A.  We  will  call  it  so. 

Q.  Now,  there  is  a  paragraph  providing  that  $23,000  will  be 
allowed  to  cover  rents.  That  was  an  amount  which  they  would 
advance,  but  do  I  understand  that  had  to  be  included  in  the  total 
of  96  per  cent,  of  the  first  year's  business  ?  A.  That  was  included 
in  the  96  per  cent. 

Q.  So  it  was  not  96  per  cent,  of  the  first  year's  premiums  plus 
$23,000,  but  96  per  cent,  in  all?    A.  Minus,  if  you  will. 

Q.  I  am  speaking  of  your  relations  with  the  Mutual  Life  In- 
surance Company.  A.  We  had  to  pay  the  $23,000  out  of  the  96 
per  cent. 

Q.  Then  after  the  first  seventeen  millions  of  new  insurance 
C.  H.  Raymond  &  Company  were  entitled  from  the  Mutual  Life 
Insurance  Company  to  93  per  cent,  on  the  premiums  paid  on  ad- 
ditional insurance,  instead  of  96  per  cent.  ?    A.  Precisely. 

Q.  It  is  further  provided  that  with  reference  to  renewal  pre- 
miums on  the  first  seventeen  million  dollars  of  businees  written 
during  1904,  C.  H.  Eaymond  &  Company  were  to  have  six  per 
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cent,  pf  the  renewal  premiums  for  six  years?    A.  Yes,  sir;  that 
was  a  reduction  from  the  old  commissions. 

Q.  That  was  a  reduction  to  six  per  cent,  for  six  years  from 
ten  per  cent,  for  six  years?    A.  As  so  stated;  yes,  sir. 

Q.  Then,  with  reference  to  the  amounts  in  excess  of  seventeen 
millions  of  business  beginning  with  1904,  the  renewal  commis- 
sions payable  to  0.  H.  Kaymond  &  Company  were  to  be  six  re- 
newals of  three  per  cent,  each  ?    A.  That  is  right. 

Q.  Now,  it  appears  that  although  this  minimum  of  seven- 
teen million  dollars  is  mentioned  upon  which  all  the  pre- 
miums resulting  from  which  C.  H.  Raymond  were  to  have  96 
per  cent.,  the  company  guaranteed  that  there  would  be  seven- 
teen millions?  A.  That  was  because  they  had  taken  from  mo 
a  good  contract  with  an  extended  term  of  commissions  of  a 
larger  rate. 

Q.  Well,  whatever  the  reason  for  it  may  have  been,  that 
is  what  they  did.    A.  You  are  stating  the  facts,  yes. 

Q.  Yes.  They  guaranteed  that  you  would  have  seventeen 
million  dollars?    A.  Yes,  they  did. 

Q.  And  they  were  to  pay  you  on  the  basis  of  seventeen  mil- 
lions?   A.  They  were  to  do  so.  \ 

Q.  So,  if  you  in  1904,  wrote  ten  millions  of  business  you  would 
get  96  per  cent,  on  the  premiums  which  would  have  been  pay- 
able had  you  written  seventeen  millions?  A.  That  is  what  the 
contract  says  would  have  been  done,  if  I  had  only  written  ten 
millions,  not  on  the  first  year's  business  but  on  the  renewals. 

Q.  That  is  not  correct,  what  has  just  been  stated.  You  were 
in  error  in  answering  my  last  question  affirmatively.  This  guar- 
antee, I  am  now  informed,  relates  only  to  renewals.  A.  You 
read  it  so  in  the  contract. 

Q.  I  will  re-read  it.  I  think  you  are  right.  The  company 
guarantees  to  you  the  establishment  of  at  least  seventeen  million 
dollars  of  new  insurance  on  business  written  within  the  year  1904, 
that  is,  that  the  company  agrees  to  reimburse  you  for  any  loss 
that  may  be  sustained  by  you  through  the  non-establishment  of 
the  said  amount  of  seventeen  million  dollars  of  new  insurance 
within  the  year  1904,  and  to  pay  to  you  six  renewal  commissions 
of  six  per  cent,  on  the  premiums,  equivalent  to  the  deficiency  based 
on  the  same  ratio  of  lapses  as  the  new  business  for  1904  may 
show.  Well,  I  suppose  if  you  had  written  ten  million  dollars  in- 
otead  of  seventeen  milHons,  there  would  have  been  a  decided  loss. 
A-.  Yes. 
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Q.  How  was  it  in  practice,  did  you  actually  write  more  than 
seventeen  millions?    A.  Yes,  we  did. 

Q.  So  the  question  did  not  arise?  A.  We  did  not  mean  to 
have  it  arise. 

Q.  But  your  intention,  or  the  intention  of  those  who  gave  you 
the  contract,  was  that  that  clause,  whatever  may  be  the  technical 
interpretation  of  it,  was  to  apply  to  renewals  only.  A.  That  was 
my  interpretation  of  it. 

Q.  This  contract,  as  it  states,  applied  only  to  new  business  com- 
mencing January  1,  1904,  and  the  renewal  premiums  of  business 
renewed  after  that  date,  and  your  own  contract  governed  all  re- 
ceipts prior  to  that  time  —  I  do  not  mean  receipts  prior  to  that 
time,  but  receipts  from  business  written  prior  to  that  time.  A. 
AU  receipts  from  business  written  prior  to  that  time  as  provided. 

Q.  The  contract  says  in  consideration  of  an  expenditure  by  the 
company  during  the  year  1904,  through  your  agency.of  an  amount 
within  the  discretion  of  the  company,  not  to  exceed  $150,000,  to 
be  disbursed  as  may  be  required  in  the  establishment  of  new 
branch  offices  within  your  district,  or  profits  that  mav  be  earned 
by  you  from  bonuses  on  the  new  premiums  on  new  business  paid  in 
excess  of  the  first  seventeen  million  dollars  of  business  above 
guaranteed,  are  to  be  returned  to  the  company.  During  the  year 
1904  did  you  receive  in  excess  of  the  amounts  to  which  your 
firm  was  entitled  under  this  contract  $150,000  to  be  disbursed  in 
'the  establishment  of  new  offices?     A.  We  received  $127,000. 

Q.  That  is  in  excess  of  the  amounts  to  which  you  were  entitled 
under  your  contract  by  way  of  commissions?  A.  Yes,  that  money 
was  expended  for  the  company. 

Q.  It  was  received  and  expended?  A.  Received  and  expended. 
The  amount  was  $127,712.77. 

Q.  I  am  informed  by  Mr.  Beck  that  that  was  done  with  the 
object  of  bringing  about  a  change  of  the  system  of  the  company 
from  a  general  agency  to  a  salaried  basis.  A.  That  was  the  in- 
tention, sir. 

Q.  Have  you  received  notice  of  the  termination  of  the  contract  ? 
A.  I  have.     I  expected  it  from  the  time  the  contract  was  made. 

Q.  Of  course,  all  of  these  contracts,  though,  in  your  personal 
name,  were  at  once  turned  over  to  the  firm  of  0.  H.  Raymond  & 
Company,  so  that  they  were  contracts  really  of  the  firm.  A.  Yes. 
That  contract  states  the  name  of  the  firm. 

Q.  Yes,   as  of  what  time  is  the  contract  to  end  under  the 
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notice  that  you  taye  received?  A.  On  the  31st  day  of  Decem- 
ber, 1905, 

Q.  Now,  I  notice  that  the  first  year's  commissions  in  total 
received  by  0.  H.  E-aymond  &  Company  amounted  to  $818,- 
879.23,  and  that  the  net  fij^t  year's  commissions  of  C.  H.  Kay- 
mond  &  Company  for  that  year  were  $42,552.90,  but  that  in 
1904,  the  total  first  year's  commissions  of  C.  H.  Raymond  & 
Company  were  $698,969.93,  but  the  net  amount  of  the  first  year's 
commissions  of  0.  H.  Raymond  &  Company  amounted  $72,825.59. 
It  would  appear,  therefore,  that  while  the  new  business  fell  off 
from  1901  to  1904,  so  as  to  reduce  the  first  year's  commissions 
from  the  firm  about  $120,000,  the  net  commissions  of  C.  H.JElay- 
mond  &  Company  rose  some  $30,000  from  $42,000  to  $72,000. 
What  is  the  explanation  of  that?  A.  1901  as  compared  with 
1904? 

Q.  Yes.  Less  business,  more  profit.  A.  "We  paid  more  for 
the  new  business. 

Q.  You  paid  more,  but  this  is  what  you  got  net.  A,  Yes, 
but • 

Q.  This  is  not  what  you  paid  but  what  you  got  net.  You 
got  $42,000  out  of  first  year's  commissions  in  1901,  and  $72,000 
out  of  first  year's  commissions  in  1904,  although  the  commissions 
in  1901,  in  the  aggregate  first  year's  commissions,  were  $120,- 
000  more  than  they  were  in  1904.  That  would  look  as  though 
there  had  been  a  very  substantial  increase  in  the  rate  of  compen- 
sation. 

MR.  BECK:  There  were  special  amounts  paid  to  agents  in 
1901. 

MR.  HUGHES :  It  is  not  what  was  paid  agents,  but  what  was 
paid  to  Raymond  &  Company. 

MR.  BECK :    That  would  bring  down  the  net. 

Q.  As  Mr.  Bell  explained,  the  explanation  is  due  to  the  fact 
that  the  agents  had  to  be  paid  less  in  1904  than  they  were  paid 
in  1901.  A.  They  had  to  be  paid  more  in  1901  than  they  were 
paid  in  1904. 

Q.  Well,  that  is  the  same  thing.  A-  It  is  just  the  other  way 
about. 

Q.  Well,  the  point  is,  perhaps,  I  stated  it  differently  from 
what  I 'intended  to — ^what  I  meant  to  say  was  the  agents  were 
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paid  more  in  1901  tlian  they  were  paid  in  1904.  A.  Because 
the  proportionate  payment  was  larger. 

Q.  Why  was  that  ?  A.  It  is  on-  the  system  by  which,  if  you 
want  to  drive  a  steamship  sixteen  knots  an  hour  you  use  a  certain 
quantity  of  coal,  but  if  you  want  it  to  go  twenty  knots  an  hour 
you  have  to  use  pretty  near  twice  as  much  coal. 

Q.  Did  not  you  want  to  do  as  well  in  1904  as  in  1901  ?  A.  I 
don't  think  we  were  driven  by  the  company  to  that  extent.  Our 
limit  was  seventeen  millions  and  we  did  twenty  millions  in  1901, 
and  we  were  not  called  upon — ^we  did  the  business 

Q.  Well,  it  is  more  profitable  evidently  with  Kaymond  & 
Company,  as  with  some  steamships,  to  go  at  less  speed?  A. 
Unquestionably,  so  and  so  with  every  general  agent. 

Q.  So,  if  you  are  pushed  you  spend  more  money?  A.  When 
they  put  the  whip  on  us  we  spend  more  money  to  get  the  business. 

Q.  Well  Mr.  Beck  suggests  that  it  may  be  due  to  hard 
times.     I  suppose  he  means  hard  times  for  the  agents. 

ME.  BECK:  In  1901  they  may  have  had  to  pay  more  money 
to  get  the  business. 

Q.  Well,  it  would  not  be  fair  to  assume  that  the  rate  of 
income  of  C.  H.  Raymond  &  Company  had  been  improved 
or  bettered  during  that  period,  would  it? 

ME.  BECK:  It  is  simply  the  question  of  amount  paid  to 
the  agent. 

-THE  WITNESS:  If  they  had  called  upon  us  for  three 
millions  of  dollars  of  extra  business  we  would  have  had  to  put 
our  money  in  and  get  it.  We  always  tried  to  get  what  the  com- 
pany demanded  in  the  way  of  business.  If  they  served  notice 
that  they  wanted  more  business,  we  did  our  best  to  get  it.  I 
do  not  approve  of  it.  I  do  not  think  it  is  a  good  plan  to  drive 
the  business  so  hard. 

Q.  Did  it  occur  to  you  at  any  time  when  these  matters  were 
brought  up  with  the  company,  to  call  attention  to  the  fact 
that  the  earnings  of  the  firm  had  increased  to  such  an  ex- 
tent that  they  could  stand  a  reduction  of  commissions?  A.  I 
never  asked  thenii  to  reduce  my  commissions,  certainly  not  when 
they  were  cutting  me  down  of  their  own  volition,  as  they  did  at 
the  end  of  1903,  when  they  cut  down  the  contracts  and  cut  down 
the  commissions. 
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Q.  For  how  long  a  term  had  you  a  contract  at  the  end  of 
1903,  only  one  year,  was  it  not?     A.  Yes. 

Q.  Had  not  you  had  a  contract  year  by  year  renewed  each 
year?  A.  Yes,  and  that  is  the  reason  I  did  not  get  more  business. 
If  they  had  given  me  a  three-year  or  five-year  contract  I  could 
have  got  more  business  each  year. 

Q.  In  what  way  were  you  cut  down?  A.  Because  they  in- 
terrupted my  contracts.     If  you  will  read  the  contract 

Q.  You  had  a  contract  for  1904  at  the  time  this  contract 
was  made,  the  new  contract  in  1903.  That  is  what  you  mean 
by  having  it  cut  off?  A.  Yes,  they  took  that  away  from  me 
as  I  said  before. 

Q.  Suppose  a  man  goes  into  the  Mutual  Life  Insurance  Com- 
pany's main  office,  and  without  the  intervention  of  the  agent,  says 
he  wants  a  fifty-thousand  dollar  policy.  Who  gets  the  commis- 
sion on  that  policy?     A.  ISTobody. 

Q.  Do  they  take  such  business?     A.  They  do. 

Q.  Has  it  ever  been  the  practice  to  refer  applicants  for  in- 
surers to  0.  H.  Raymond  &  Company?  A.  Never,  except  when 
they  have  written  letters  asking  particular  questions  about  their 
policies. 

Q.  So  that  the  only  business  upon  which  C.  H.  Eaymond  & 
Company  have  received  commissions,  is  business  which  origi- 
nates in  their  main  office  or  branch  offices  under  their  siipervi- 
sion,  or  with  agents  who  bring  it  to  them  ?  A.  That  is  precisely 
it.  We  have  had  a  competitor  in  the  Mutual  Life  Insurance 
Company  itself,  who  employed  a  man  to  walk  its  floors  to  seize 
men  who  came  in  there  and  get  them  to  insure  their  lives,  with- 
out going,  through  any  agency,  and  saving  the  commission.  I  do 
not  think  it  was  fair. 

Q.  What  were  the  reasons  for  increasing  Mr.  Thebaud's  share 
in  this  partnership  so  far  as  you  know  ?  A.  I  know  all  about  the 
reasons.     They  were  my  own. 

Q.  State  them.  A.  My  health  failed  so  I  was  unable  to  attend 
to  the  business.  I  was  obliged  to  be  away  from  the  office  for  long 
periods,  during  several  years,  and  I  was  finally  unable  to  give  my 
attention  to  the  hard  work  of  the  office.  I  was  prepared  to  retire 
from  the  business  and  wished  to  resign,  but  my  name  was  said 
to  be  a  good  trade  mark,  and  I  was  known  to  all  the  agents  of 
the  city,  and  so  I  made  a  new  arrangement  by  which  I  was  grad- 
ually let  out  as  it  were,  of  responsibility  of  working  for  the  firm. 
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I  was  still  responsible  to  the  company  for  whatever  was  done 
there  in  the  agency. 

Q.  Was  it  at  th«  suggestion  of  Mr.  Eichard  A.  McOurdy,  or 
Eobert  H.  McCurdy,  that  Mr.  Thebaud's  interest  was  increased  ? 
A.  It  was  not.    It  was  at  my  otvn,  sir. 

MR^  HUGHES :  If  you  will  give  me  the  figures  for  the  omitted 
years  —  there  were  three  years  in  one  case  and  three  year*  in 
another  case,  that  will  be  all. 

ME.  BECK:   Yes. 

THE  CHAIEMAIST:   The  Committee  will  now  take  the  usual 
adjournment  until  ten  thirty  o'clock  to  morrow  morning. 
40 


!A.LDEEMANIC    CHAMBER,    ' 

City  Hall,  New  Yoek  City. 

October  6,  1905. 

Met  pursuant  to  adjoiirnmenf. 

Senator  Armstrong  in  the  Chair. 

COENELITJS  C.  WHITE,  recalled,  testified  as  follows: 

ME.  HUGHES:  Mr.  White,  who  was  on  the  stand  yesterday, 
desires  to  make  a  correction. 

BY  ME.  HUGHES: 

Q.  Mr.  White,  I  understand  you  wish  to  correct  your  state- 
ment of  yesterday?  A.  I  wish  to  reconcile  the  statement  of  the 
president  and  the  testimony  I  gave  yesterday. 

Q.  State  whatever  you  wish  to  say.  A.  Your  questions  yester- 
day were  as  to  whether  that  $75,000  tax  item  had  been  trans- 
ferred at  any  time  to  legal  expenses.  I  said  it  had  not.  It  has 
not.  Then  you  asked  if  it  was  put  in  the  real  estate  amount  of 
$235,000.  I  said  it  had  not,  which  is  trvie.  But  in  the  testi- 
mony that  President  McCall  gave  he  included,  as  I  have  since 
learned,  that  $75,000  with  the  item  that  had  been  charged  to  law 
expenses — ^with  the  total  of  items  charged  to  law  expenses.  I 
have  a  statement,  Mr.  Hughes,  if  you  wish  to  refer  to  it,  showing 
just  how  that  $75,000  affected  the  figures  that  were  given  by 
Mr.  McCall. 

Q.  This  is,  then,  a  statement  of  the  payments  to  Judge  Hamil- 
ton during  19'04,  which  aggregated  the  total  of  $141,077.42,  and 
included  the  $75,000  to  which  you  refer.  A.  The  $75,000  taxes, 
yes,  the  balance  being  charged  to  law  expense  account,  the  differ- 
ence between  the  $75,000  and  the  total. 

ME.  HUGHES:   I  offer  that  in  evidence. 

(Marked  Exhibit  262  and  will  be  found  in  the  volume  of  ex- 
hibits.) 

Q.  So  you  desire  to  have  it  appear  that  the  $476,000  which 
Judge  Hamilton  had  received  during  the  years  referred  to  bv 
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President  McCall  included  the  $75,000  which  originally  he  re- 
ceived on  account  of  States'  Taxes  and  retained  for  other  pur- 
poses?    A.  Yes,  that  is  right. 

Q.  And  the  $236,000  is  independent  of  the  $476,000.  A. 
Which  do  you  mean,  the  $235,000? 

Q.  The  $235,000,  of  which  you  spoke  a  moment  ago.  A. 
Yes. 

Q.  And  which  he  received  in  1904.  A.  Yes.  'No  part  of  that 
is  included  in  this  $235,000  or  $441,000. 

MR.  HUGHES:  Now,  Mr.  McOurdy,  if  you  will  resume  the 
stand. 

EOBEET  H.  McCUEDY,  recalled,  testified  as  follpws: 

BY  MR.  HUGHES: 

Q.  Mr.  McCurdy,  are  you  able  now  to  state  what  portion 
of  the  renewal  commissions  which  you  received  on  foreign  husi- 
uess  after  your  connection  with  Mr.  0.  H.  Raymond  had  termi- 
nated, you  paid  over  to  him,  that  is,  between  1893  and  18981 
A.  I  shall  have  that  statement  here,  sir;  it  is  being  typewritten 
now  as  I  left  the  office. 

Q.  When  was  the  office  of  General  Manager  of  your  company 
created?  A.  I  can't  say  accurately;  it  was  about  1887,  I  should 
think. 

Q.  Who  was  the  incumbent  of  that  office  before  you  became 
general  manager?     A.  Dr.  Walter  R.  Gillett. 

Q.  And  what  salary  did  he  receive?    A.  I  don't  know,  sir. 

Q.  How  are  the  salaries  paid  to  officers  of  your  company  fixed? 
A.  They  are  fixed  by  the  Finance  Committee. 

Q.  Do  the  records  of  the  Finance  Committee  show  the  salaries 
paid  to  the  various  officers?  A.  I  can't  say  whether  they  do  or 
not.     They  instruct  the  cashier  —  the  cashier. 

Q.  They  instruct  the  cashier  by  resolution?  You  are  a  mem- 
ber ex-officio  of  the  Finance  Committee?    A.  Yes. 

Q.  Does  the  Finance  Committee  fix  salaries  yearly?  A.  Any 
change  they  would. 

Q.  How  recently  was  the  salary  of  the  President  of  the  com- 
pany fixed  by  the  Finance  Committee?    A.  I  don't  know,  sir. 

Q.  Has  it  ever  been  fixed  by  the  Finance  Committee?  A.  I 
have  only  been  a  member  of  the  Finance  Committee  since  1903, 
two  years.    During  that  time  I  don't  know  that  it  has. 


1252  Legislative  Insurance  Investigation. 

Q.  "What  is  the  salary  of  the  President  of  the  company?  A. 
I  don't  know. 

Q.  You  have  never  known?    A.  !Never. 

Q.  Does  anybody  know  beside  the  President  himself?  A.  I 
can't  say,  sir. 

Q.  I  notice  by  By-Law  11  of  the  Mutual  Life  Insurance  Com- 
pany that  the  President  may  suspend  or  remove  any  General 
Manager  or  General  Agent  at  pleasure.  Does  that  receive  the 
practical  construction  that  all  contracts  with  general  agents  are 
made  by  the  President  directly  or  indirectly,  and  on  such  terms 
as  he  may  see  fit  to  make?  A.  As  a  matter  of  fact,  they  are 
usually  made  by  the  general  manager,  the  contracts  with  the 
general  agents. 

Q.  So  that  since  you  have  been  general  manager  you  have  had 
supervision  of  these  contracts?     A.  Yes. 

Q.  How  many  general  agents  has  the  Mutual  Life?  I  speak 
now  of  persons  standing  in  the  same  relation  to  the  company  that 
C.  H.  Eayrbond  &  Company  sustain  for  the  Metropolitan  Dis- 
trict? A.  It  has  seven  in  the  United  States,  two  in  Canada,  one 
in  Mexico.  Abroad  in  the  foreign  agencies,  at  present,  I  believe 
that  all  the  agents  are  on  the  so-called  general  agency  system. 

Q.  Who  are  the  seven  general  agents  in  the  United  States? 
A.  In  l^ebraska  and  Iowa  the  Ilemings,  four  brothers;  in  cer- 
tain northern  counties  of  New  York  State,  Lewis;  New  Jersey, 
Mr.  George  B.  Eaymond;  New  York  City  and  Long  Island, 
Charles  H.  Eaymond;  Louisiana,  Mr.  Post;  Arkansas,  Mr.  Eem- 
mer;  Texas,  Chamberlain  and  Gillett. 

Q.  How  are  the  other  portions  of  the  United  States  handled 
by  yftur  company?  A.  They  are  handled  on  what  is  knowti  as 
the  salaried  managing  agency  system. 

Q.  Have  you  a  number  of  departments  supervised  by  a  sala- 
ried general  agent?,  A.  We  have  some  seventy-five  or  six  of  such 
agents  in  the  United  States,  I  should  say. 

Q.  Do  these  general  agents  have  commissions  as  well  as  sala- 
ries ?  A.  They  have  —  they  receive  a  salary  and  usually  a  small 
percentage  on  the  first  year's  premiums. 

Q.  No  renewal  commissions?     A.  No  renewal  commissions. 

Q.  What  does  the  compensation  of  tbe  75  salaried  agents, 
including  whatever  commission  they  may  have  on  first  year's 
premiums,  amount  to  amittally  ?  A.  I  can't  say.  Their  salaries 
range  from  $2,400  to  $10,000, 
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Q.  $10,000  is  the  maximum  ?  A.  $10,000,  I  think,  is  the 
highest  anyone  receives. 

Q.  And  have  you  more  than  one  salaried  agent  v?ho  has  a 
salary  at  $10,000  ?    A,  No ;  I  think  not. 

Q.  And  what  department  has  he  ?  A.  He  has  the  Depart- 
ment of  Chicago. 

Q.  That  city  alone  ?    A.  Cook  County. 

Q.  Well,  what  would  his  compensation  be  from  first-year  pre- 
miums in  addition  to  the  salary?  A.  Mr.  Preller,  can  you  tell 
me  what  the  first  year's  premiums  weie  from  Chicago  ? 

Q.  Have  you  got  the  figures?  A.  I  supposed  those  were  the 
figures  you  wanted. 

ME.  BECK :    We  made  a  mistake  in  the  :§gures. 

Q.  I  am  asking  you  what  commissions  the  salaried  agent  in 
Cook  County  received  over  and  above  his  salary  ?  A.  He  received 
one  per  cent,  on  new  premiums  from  Cook  County. 

Q.  That  amounted  to  about  how  much. 

THE  WITNESS :  Can  you  help  me,  Mr.  Preller  ?  Can  you 
tell  what  the  new  premiums  were  for  Cook  County? 

ME.  PEELLEE :    I  can't  tell  offhand.    I  can  find  out  for  you. 

THE  WITNESS :  I  can't  give  you  that.  I  can  telephone,  Mr. 
Hughes,  if  you  want  me  to. 

Q.  Eor  how  long  a  time  are  the  salaried  agents  employed? 
A.  On  yearly  contracts. 

Q.  Do  you  recognize  the  fact  that  under  the  law  in  dealing 
with  oflScers  and  agents,  salaried  employees  of  the  company,  it  is 
necessary  to  have  contracts  not  extending  beyond  the  term  of  one 
year?  A.  That  has  always  been  the  custom.  All  the  agents' 
contracts  have  been  for  one  year. 

Q.  Well,  then,  you  must  yearly  fix  the  salaries  of  the  officers 
of  the  company,  or  has  any  officer  of  your  company  any  agree- 
ment with  the  company  for  longer  than  one  year?  A.  No,  he 
has  not. 

Q.  Then  what  action  is  taken  to  extend  his  compensation  at 
the  termination  of  a  given  year  ?    A.  No  action  that  I  know  of,  sir. 

Q.  I  understand  that  while  you  have  been  a  member  of  the 
Finance  Committee  no  action  has  been  taken  with  regard  to  any 
salaries?    A.  Not  to  my  knowledge. 
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Q.  I  read  to  you  the  provisions  of  Section  89  of  the  Insurance 
Laws  of  the  State  referring  to  life  insurance  companies  in  this 
State: 

"No  such  corporation  shall  make  any  agreements  with  any  of 
its  officers,  trustees,  or  salaried  employees,  whereby  it  agrees  that 
for  any  services  rendered  or  to  he  rendered  thereafter  by  sucli 
official,  trustee,  or  employee  he  shall  receive  any  salary  compensa- 
tion or  emolument  that  will  extend  beyond  a  period  of  twelve 
months  from  the  date  of  such  agreement  or  contract." 

Has  any  agreement  or  contract  been  made  with  any  officer  or 
salaried  employee  or  trustee  of  the  Mutual  Life  for  compensa- 
tion for  services  for  a  longer  period  than  one  year?  A.  No,  sir; 
not  to  my  knowledge; 

Q.  Will  you  explain  how  it  is  that  in  seven  districts  the 
general  agency  system  is  still  maintained  instead  of  the  sal- 
aried agents'  system  ?  A.  I  think  I  can  best  answer  that,  Mr. 
Hughes,  by  showing  you  a  map  for  the  years  1904-1905.  That 
is  to  say,  the  division  of  the  TTnited  States  between  salaried 
agencies  and  commission  agencies  since  I  became  general  mana- 
ger.   Previous  to  that  time  I  have  no  official  knowledge. 

MR.  HUGHES:    I  will  mark  this  for  identification. 

(Marked  Exhibit  263  for  identification.) 

Q.  According  to  this  map  the  parts  colored  blue  are  the  terri- 
tories under  salaried  managing  agents  and  the  parts  colored  red 
became  salaried  managing  agencies  from  January  1,  1904,  and  the 
white  are  still  on  the  old  basis  of  general  agencies  with  commis- 
sions? A.  They  were  at  that  time,  yes,  sir.  The  red  indicates 
agencies  that  we  had  decided  in  1903  to  convert  on  January  1, 
1904. 

Q.  When  did  you  begin  the  change  from  the  old  general  agency 
system  to  the  old  salaried  agency  system  ?  A.  St.  Louis — the  gen- 
eral agency  at  St.  Louis  on  December  1,  1898,  was  changed  from 
a  commission  agency  to  a  salaried  agency  basis. 

Q.  That  was  the  first  of  these  changes  ?  A.  That  was  the  first 
of  these  changes. 

Q.  What  was  the  reason  for  that  change?  A.  I  can't  say,  sir; 
I  wasn't  an  officer  of  the  company  at  the  time. 

Q.  Well,  have  you  any  idea  about  it?  A.  I  have  not.  I  was 
not  familiar  in  any  way  with  the  domestic  agency  business. 
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Q.  How  rapidly  were  other  changes  in  other  departments  ef- 
fected? A.  On  June  1,  1900,  Chicago  was  changed;  in  1901  two 
agencies,  Baltimore  and  Topeka,  were  changed;  in  1902  nine 
agencies,  Boston,  Biiffalo,  Hartford,  Cleveland,  Indianapolis,  Al- 
buquerque, Toronto,  Yonkers,  Milwaukee;  in  1903  there  were  nine 
agencies,  Denver,  Detroit,  Evansville,  Manchester,  Providence, 
San  Francisco,  New  Falls,  Springfield,  Mass.,  Wheeling;  in  1904 
there  were  eight,  Columbia,  Helena,  Jacksonville,  Louisville, 
Montgomery,  Eochester,  Terre  Haute,  Wilmington;  in  1905  there 
were  four,  Atlanta,  Philadelphia,  St.  Paul,  Seattle. 

Q.  What  were  the  reasons  for  the  changes  that  were  made  after 
you  became  general  manager?  A.  Yovl  mean  the  reasons  why 
we  selected  certain  agencies  to  change? 

Q.  1^0,  the  reasons  why  you  made  or  dontinued  making  any 
changes  at  all?  A.  In  pursuance  of  the  fixed  pplicy  which  has 
been  adopted  by  the  company  to  convert  in  the  general  agency 
system,  its  system  of — ^its  agency  system  from  general  agency  to 
the  managerial  one  on  a  salary. 

Q.  What  was  the  reason  for  the  adoption  of  that  policy  ?  A.  I 
was  not  an  ofiicer  at  the  time,  sir. 

Q.  Well,  don't  you  know  as  a  general  manager  what  the  reason 
is  for  the  policy  that  you  are  carrying  out  ?    A.  I  do  now ;  yes,  sir. 

Q.  Will  you  please  state  what  it  is?  A.  It  is  supposed  to  be 
more  economical  to  the  company,  more  easily  handled,  small 
agencies  rather  than  large  territories,  and  productive  of  more  busi- 
ness and  a  better  system. 

Q.  You  believe  it  to  be  a  better  system?  A.  I  do  believe  it 
iu  certain  agencies,  in  other  countries. 

Q.  You  believe  it  to  be  more  economical?  A.  In  certain  coun- 
tries I  do. 

Q.  Well,  ia  the  United  States?    A.  In  the  United  States  I  do. 

Q.  In  changing  from  the  old, system  to  the  salaried  system 
what  do  you  do  with  reference  to  the  renewal  commissions 
to  which  the  general  agents  whose  basis  of .  commission  is 
changed  are  entitled  under  their  previous  contracts,  do  you 
commute  them,  or  do  they  continue,  and  the  salaried  system 
is  made  applicable  only  to  future  business?  A.  The  renewal 
commissions  as  called  for  by  their  contracts  are  paid  them. 

Q.  So  it  does  not  make  any  change  except  in  future  busi- 
ness?   A.  That  is  all. 

Q.  Why  did  you  not  change  C.  H.  Raymond  &  Company  to 
a  salaried  basis?     A.  That  question  leads  me  back  to  the  con- 
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tract  -wliiek  I  made  witk  C,  S.  Kaymoiid  &  Company  as  of 
Decemljei?  31,  1903,  whereby  I  qontinued  their  eontract 
which  ran  through  1904.  I  continued  it  through  1905  and  it 
is  the  contract  that  Mr.  Kaymond  testified  to  yesterday,  and 
as  I  made  the  contract  I  should  like  an  opportunity  of  explain- 
ing it  and  why  I  made  it. 

Q.  Do  you  refer  now  to  the  last  contract?  A.  To  the  last 
contract. 

Q.  Well,  we  will  come  to  that  in  just  a  minute.    A.  Yes. 

Q.  But  hefor©  we  come  to  that,  if  I  recall  the  testimony 
aright,  the  contracts  of  0.  H.  Raymond  &  Company  were 
yearly  renewed  on  a  basis  which  obtained  as  far  back  as  1897, 
and  the  contract  appeared  to  be  approved  for  another 
year  from  time  to  time.  Am  1  right  in  that  ?  A.  I  believe  you 
are. 

Q.  Now,  why  was  it,  that  when  the  question  of  renewing 
C.  H.  Raymond  &  Company's  contract  for  another  year  came 
up  that  the  company  did  not  put  that  agency  upon  a  salaried 
basis?  A.  They  had  a  contract  when  I  became  general  man- 
ager in  July,  1903,  which  terminated  December  31,  1904.  That 
contract  was  not  made  by  me.  It  was  made  by  my  prede- 
cessor. 

Q.  Dr.  Gillette?    A.  Dr.  Gillette,  1  believe. 

Q.  So  that  you  do  not  know  why  it  was  that  any  of  these 
contracts  were  made  with  C.  H.  Raymond  &  Company  prior 
to  the  time  when  you  became  general  manager  ?    A.  No,  sir. 

Q.  So  far  as  you  know  was  there  any  reason  why  C.  H. 
Raymond  &  Company,  when  their  contract  expired,  we  will  say, 
in  1900,  should  not  have  been  changed  to  a  salary  basis? 
A.  I  am  not  familiar  with  the  conditions  existing  in  their  agency 
or  in  other  domestic  agencies  at  that  time. 

Q.  Well,  that  is  the  point  I  wanted  to  get  at.  So  far  as  you 
know,  with  whatever  familiarity  you  had  with  the  affairs  of  the 
company,  there  was  no  reason  why  that  change  should  not 
have  been  made  at  that  time  ?  A.  I  had  no  f g,miliarity  with  the 
agency  affairs  in  this  company  at  that  time. 

Q.  Then  you  did  not  know  anything  about  it?  A.  I  knew 
nothing  about  it. 

Q.  Was  that  question  discussed  by  you  with  anyone  ?  A.  At 
that  time? 

Q.  Yes.    A.  No,  sir. 
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Q.  Now,  I  mean  in  the  years  1900  to  1903,  We  will  say,  be- 
fore you  became  general  manager  ?    A.  No,  sir ;  it  was  not. 

Q.  Did  you  ever  talk  with  your  father  in  regard  to  domestic 
business?  A.  Only  in  a  general  way,  not  with  reference  to  this 
contract. 

Q.  Not  with  reference  to  the  changing  of  agencies  from  one 
system  to  another?  A.  Only  as  an  expression  of  my  views  as 
to  the  advantage  in  doing  so,  principally  as  applied  to  foreign 
agencies. 

Q.  Well,  the  advantage  was  more  conspicuous  in  the  United 
States,  I  suppose,  but  you  expressed  your  opinion  of  the  un- 
desirability  of  it  abroad,  is  that  what  you  mean?  A.  I  tried  it 
abroad,  sir,  and  it  did  not  work. 

Q.  When  it  came  to  1903  and  you,  as  general  manager,  had 
the  question  up  of  renewing  the  contract  with  0.  H.  Kaymond 
&  Company,  you  entered  into  this  last  contrast,  you  desired,  as 
I  understand,  to  explain  your  reasons  ?    A.  I  do. 

Q.  Will  you  please  do  so?  A.  When  I  became  general 
manager  in  July,  1903,  I  found,  as  I  say,  that  C.  H.  Eaymond 
&  Company  had  a  contract  which  ran  through  1904.  They 
were  doing  business,  and  had  been  doing  a  business  for  five 
years  jj'evious  to  that  time,  which  averaged  seventeen  millions 
of  business  a  year.  They  had  six  branch  offices  in  this  city 
and  Brooklyn.  The  other  companies,  principally  the  New 
York  Life  and  the  Equitable,  were  establishing  branch  offices 
all  over  the  town.  I  wanted  to  do  the  same.  I  wanted  to 
develop  the  business  for  the  company  here  in  New  York,  and 
I  wanted  tp  do  so  by  establishing  a  number  of  branch  offices 
with  respective  managers.  To  do  that  I  calculated  it  would 
cost  the  first  year  of  the  establishment  of  such  offices  about 
one  hundred "  and  fifty  thousand  dollars.  I  could  not  very 
well  ask  0.  H.  Eaymond  &  Company,  who  had  a  contract 
running  for  eighteen  months,  to  put  in  one  hundred  and  fifty 
liiousand  dollars.  I  could  not  very  well  instruct  Or  ask  C. 
H.  E-aymond  &  Cotiipany  to  put  Up  one  hundTcd  and  fifty 
thousand  dollars  in  renting  and  furnishing  and  establishing 
offices  when  the  length  of  their  contract  was  for  eighteen 
months,  and  they  had  every  reason  to  believe  that  at  the  ex- 
piration of  that  contract,  following  the  general  policy  6f  the 
company,  that  their  agency  would  also  be  converted  into  a 
salaried  basis.  What  I  wanted  to  do  was  to  save  a  year  and 
a  half's  time,  and  not  to  wait  until  December  31,  1904,  before 
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acting  for  the  company.  I  could  go  ahead  and  develop  the 
business  of  the  company  by  establishing  these  offices.  So  I 
made  this  contract  with  them.  I  said  practically,  if  you  will 
allow  us,  the  company,  to  establish  these  offices  now,  we  will 
go  ahead  and  do  so,  and  we  will  spend  not  to  exceed  $150,000, 
which  was  to  be  spent  under  the  direction  and  super- 
vision of  the  company's  manager  of  its  domestic  agencies 
Mr.  Dexter.  If  you  will  allow  us  to  do  that,  we  will  do  so, 
and  we  will  guarantee  that  you  shall  receive  sixteen  mil- 
lions of  business,  that  having  been  the  average  amount  that 
the  agency  was  doing  for  the  five  previous  years.  There- 
fore, I  assumed  that  it  was  safe  for  them  to  assume  that  they 
would  do  seventeen  million  dollars  if  not  interfered  with  in 
the  carrying  on  of  their  own  business  by  the  company,  there- 
for I  guaranteed  them  that  amount.  Then  they  were  re- 
ceiving remewal  commissions,  six  renewal  commissions  of  ten 
per  cent.  I  reduced  those  renewal  commissions  from  ten  per 
cent,  to  six  per  cent.,  thereby  making  an  annual  reduction  of 
four  per  cent,  on  the  renewal  commissions  on  business  up  to 
seventeen  million  dollars.  They  were  then  receiving  on  the 
first  year's  business  87-J  per  cent,  commission.  As  an  offset 
to  the  reduction  of  six  renewals,  of  four  per  cent,  each,  I  in- 
creased their  first  year's  commission  from  SY^  per  cent,  to 
96  per  cent.  I  thereby  commuted  rene'wals  on  an  assumed 
premium  income  of  $40  a  thousand,  the  rate  that  we  always 
take,  on  seventeen  million  dollars,  that  would  be  new  pre- 
miums of  $680,000.  Six  renewals  of  4  per  cent,  each,  the  amount 
of  the  reduction  which  came  back  to  the  company,  amounted 
to  $163,200.  That  was  their  face  value,  those  renewals;  8J 
per  cent,  on  the  first  year's  premiums,  the  amount  that  1 
increased  their  first  year's  commission,  amounted'  to  $57,800, 
so  that  by  that  increase  of  first  year's  commission  and  re- 
duction of  renewals,  I  was  saving  the  company  $47,600.  That 
was  the  reason  I  increased  their  first  year's  commission,  and 
cut  down  their  renewal  commission  up  to  seventeen  million 
dollars.  Then  I  said  we  are  guaranteeing  you  seventeen  mil- 
lion dollars.  Now,  we  are  putting  up  practically  $150,000 
to  develop  this  business,  I  expect  that  the  establishment  of 
these  offices  will  result  in  a  very  large  increase  of  business 
it  will  exceed  seventeen  millions  of  dollars,  but  it  will  be  the 
company's  money    which    will    have    developed    this  business, 
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and,  therefore,  I  require  that  on  the  excess  of  seventeen  million 
dollars,  instead  of  receiving  ten  per  cent,  commission  as  you 
now  received,  you  shall  cut  that  dovs^n  to  three  per  cent.  I 
thereby  saved  the  company  a  renewal  commission  of  seven 
per  cent,  on  business  in  excess  of  seventeen  millions  of  dollars. 
By  that  contract,  in  exchange  for  these  concessions  which 
the  firm  of  0.  H.  Raymond  &  Company  were  making,  giving 
up  these  renewal  commissions  in  excess,  ,  or  rather  cutting 
down  the  renewal  commissions  to  three  per  cent,  in  excess 
of  seventeen  millions,  allowing  the  company  to  come  in  and 
build  up  an  organization  and  establish  branch  offices,  an 
organization  which  w.ould  be  a  working  and  effective  organiza- 
tion to  turn  this  agency  over  as  a  growing  concern,  when  we 
should  convert  C.  H.  Raymond  &  Company  from  the  com- 
mission basis  to  the  salaried  agency — I  say,  in  consideration 
of  the  firm  allowing  me  to  go  in  and  do  this  thing  for  the 
account  of  the  company,  I  extended  the  terra  of  their  contract 
for  one  year.  That  was  the  reason  I  did  it.  When,  as  I  say, 
during  the  time  in  1904,  not  to  lose  eighteen  months  while  our 
competitors  were  going  ahead,  and  to  be  able  to  do  the  same 
thing  they  were  doing,  and  to  have  the  Metropolitan  District  in 
such  a  condition  that  at  the  end  of  1905,  I  could  convert  it  into 
a  managing  agency  on  a  salaried  basis  and  have  a  developed 
organization  with  fourteen  branch  offices,  fifteen  including  the 
home  office,  fifteen  offices  instead  of  six.     That  I  did. 

Q.  Did  you  make  a  calculation  as  to  what  amounts  C.  H. 
Raymond  &  Company  would  make  in  1904  under  the  new  scheme 
of  compensation  ?  A.  The  scheme  of  compensation  on  first  year's 
commissions  with  the  exception  of  substituting  a  face  value  of 
$161,000,  by  $57,000,  was  the  same  as  they  were  then  getting. 

Q.  Did  you  know  what  amount  they  had  been  making  ?  A.  I 
did  not. 

Q.  Did  not  you  inquire  ?     A.  I  did  not. 

Q.  Did  you  not  think  it  a  part  of  your  duty  as  general  man- 
ager to  ascertain  whether  the  general  agent  was  getting  more 
money  than  the  company  could  afford  to  pay?  A.  The  general 
agent  was  getting  the  same — was  receiving  the  same  commission 
contract  that  the  other  general  agents,  that  is  to  say  commission 
agents  of  the  company,  were  getting  plus  an  allowance  of  ten 
and  2% — about  12%  per  cent.,  I  think,  it  was  ten  per  cent,  and 
2%,  or  something  or  other  which  was  a  necessity  by  the  condi- 
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tions  existing  in  the  insurance  business  here  in  New  York  City. 
Those  conditions  do  not  exist  except  in  certain  other  portions 
of  the  United  States,  principally  in  large  cities  where  men  have 
got  to  be  paid  more. 

Q.  Let  us  see.  Are  you  able  now  to  state  how  much  your 
general  agent  in  Cook  County  made  in  1903?  A.  Mr.  Preller, 
have  you  got  the  first  year's  premiums  from  Cook  County  yet? 

ME.  PRELLER:     No.     Do  you  want  them? 

THE  WITNESS:     Yes.     Will  you  telephone  for  them? 

Q.  I  thought  you  had  them  here,  is  the  reason  I  asked  that 
question. 

MR.  BECK:  We  would  not  know  the  net  profits  to  the  Cook 
County  agent,  and  I  would  suggest  if  you  would  ask  the  witness 
whether  it  is  the  custom  of  the  company,  or  any  other  company, 
to  inquire  what  the  net  profits  of  the  general  agencies  are. 

Q.  I  think  that  is  a  very  pertinent  question  and  I  will  ask 
it.  Is  it  the  practice  of  those  who  make  contracts  with  general 
agents  to  find  out  how  profitable  the  contracts  already  existing 
with  such  agents  are  ?     A.  It  is  not. 

Q.  In  other  words,  you  go  on  making  contracts  with  general 
agents  for  the  payments  of  commissions  or  salary  plus  com- 
missions without  knowing  how  much  money  the  general  agent  is 
making  under  the  system  already  in  existence?  A.  That  is  not 
quite  so.  The  company  pays,  as  does  every  other  company,  and 
I  suppose  every  other  business,  as  much  commissions  aa  it  is 
necessary  to  pay  to  secure  business. 

Q.  You  recognize  the  fact,  do  you  not,  that  the  expense  in  pro- 
curing business  presents  a  very  serious  question  for  the  insur- 
ance companies?  A.  I  think  all  the  companies  would  be  glad 
to  reduce  their  expenses  if  it  were  possible. 

Q.  Has  it  not  been  brought  sharply  to  your  attention  as  gen- 
eral manager  of  the  Mutual  Life  Insurance  Company  that  in  the 
year  1904  the  amount  expended  by  the  Mutual  Life  Insurance 
Company  was  very  largely  in  excess  of  the  loading  upon  its  prer 
miums  to  meet  expenses?  A.  Not  in  that  form,  I  think,  Mr. 
Hughes. 

Q.  I  find  in  the  insurance  year  book  that  for  1904  the  loading 
earned  on  premiums  and  annuities  by  your  company  was  $13  - 
973,720  and  that  the  insurance  expenses  incurred  were  $15,278  - 
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727,  and  tliat  the  percentage  of  insurance  expenses  to  loading  was 
109.34  per  cent.  Are  you  acquainted  with  those  facts  ?  A.  N'o, 
sir;  I  was  not  acquainted.  I  may  say  that  the  actuary — (book 
handed  to  witness  by  Mr.  Hughes) — no,  I  have  not  seen  it.  I 
may  say  that  the  actuary  makes  those  calculations.  My  duties 
haTe  not  been  in  that  direction. 

Q.  It  also  appears  from  the  Insurance  Year  Book  that  the  divi- 
dends to  policyholders,  exclusive,  of  course,  of  death  claims  paid 
and  matured  and  endowments  and  surrendered  policies,  aggre- 
gated in  1904  $2,674,207,  about  $200,000  less  than  in  1903  and 
about  $200,000  more  than  in  1902,  and  that  during  the  same  year 
your  gain  and  loss  exhibit  showed  an  excess  of  insurance  expense 
incurred  over  the  amount  loaded  upon  premiums  and  annuities 
to  meet  such  expenses  of  considerably  over  a  million  dollars. 
!N'ow  was  tb.eTe  not  a  discussion  among  the  ofScer-s  of  your  com- 
pany to  ascertain  what  steps  could  be  taken  to  reduce  your  ex- 
penses, and  among  your  expenses  the  expense  of  getting  new 
business  ?  A.  That  is  a  constant  effort  of  the  officers,  to  reduce 
expenses,  but  no  means  has  been  found  of  reducing  expenses  un- 
less you  very  seriously  reduce  your  business. 

Q.  Well,  you  reduce  expenses  when  you  change  to  a  salaried 
basis,  for  example,  the  general  agencies,  don't  you  ?  A.  Ulti- 
mately, carried  through  a  series  of  years,  you  do.  The  immedi- 
ate effect  of  converting  from  the  commission  basis  to  a  salary 
basis  is  an  increase  of  cost  of  the  first  year's  business. 

Q.  It  would  appear  from  the  statement  that  has  been  intro- 
duced in  evidence  that  in  the  year  1902  C.  H.  Raymond  &  Com- 
pany had  made  net  some  $214j000  over  and  above  their  expenses, 
and  in  1903  some  $228,000,  and  in  1904  some  $247,000.  Are 
we  to  assume  that  in  making  this  new  contract  in  1903  you  did  not 
take  any  steps  to  ascertain  whether  C.  H.  Raymond  &  Company 
were  making  more  money  than  could  properly  be  expended  by 
your  company  in  rewarding  general  agents  for  their  services? 
A.  I  did  not 

Q.  Did  anybody  else  in  your  company?  A.  Not  that  I  know 
of,  no. 

Q.  Of  course  you  know  Mr.  Thebaud  very  well  ?     A.  I  do. 

Q.  You  both  live  in  Morristown?     A.  Practically,  yes. 

Q.  You  are  intimate  not  only  as  members  of  the  same  family 
but  as  associated  in  the  same  business  ?     A.  Yes. 

Q.  Did  not  you  know  what  Mr.  Thebaud  was  making  out  of 
the  company  ?     A.  I  had  not  the  slightest  idea. 
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BY  ME.  EOGEES: 

Q.  As  the  custodian  of  the  funds  of  this  company,  in  a  great 
fiduciary  capacity,  how  do  you  justify  your  failure  to  make  such 
inquiry,  I  mean  the  custodian  in  a  general  way?  A.  The  offi- 
cers of  the  company  have  none  of  them  had  any  means  of  know- 
ing what  the  profits  of  general  agents  were.  On  the  general 
agency  system  the  business,  as  I  said  yesterday,  is  farmed  out. 
The  general  agent  is  paid  a  gross  commission.  That  gross  com- 
mission is  regulated  by  the  amount  that  we  know  the  other  com- 
panies pay  in  the  same  field,  and  that  it  is  necessary  to  pay  that-, 
the  general  agents  shall  be  in  a  position  to  pay  as  much  as  is  paii^ 
by  other  companies.  That  is  the  way  the  gross  commission  i? 
regulated.  The  amount  that  the  general  agent  makes  out  of  that 
contract  depends  largely  upon  himself  and  the  organization  of  hif^ 
particular  territory.  If  he  can  get  business  from  a  sub-agent  f ov 
30  per  cent,  when  he  is  receiving  60  per  cent,  he  does  it.  If  it 
is  necessary  for  him  to  pay  80  per  cent,  when  he  is  receiving  75 
per  cent,  he  is  very  apt  to  do  it  if  he  wants  the  business  and 
wants  to  get  the  renewal  on  it.  In  other  Avords,  the  general  agent 
is  practically  a  merchant  conducting  business  on  his  own  account-, 
for  his  own  profit.  He  is  responsible  to  the  company  practicallv 
for  everything,  every  policy  that  is  delivered  to  him  he  is  re- 
sponsible for  that  premium  and  is  responsible  for  all  defalcations 
that'tnay  occur;  he  is  responsible  for  losses  and  for  medical  fee? 
on  policies  not  taken;  he  is  responsible  for  a  variety  of  things- 
postage,  telegrams,  he  pays  everything.  He  is,  in  fact,  a  merchant 
on  his  own  account.  That  has  been  the  system  on  which  all  the 
life  insurance  companies  not  only  in  this  country  but  abroad  have 
built  up  their  business. 

Q.  That  responsibility  does  not  amount  to  a  guarantee  of  pay- 
ment of  premiums  if  they  are  not  paid  by  the  insured  ?  A.  Not 
by  the  insured,  but  if  they  are  collected  by  his  agents.  Of  coursp 
he  is  at  liberty  to  return  the  policy  if  he  does  not  collect  the 
premium.  But  that  general  agency  system,  as  it  is  called,',  has  been 
the  system  which  has  built  up  all  these  large  companies.  It  i? 
large  rewards  for  large  achievements.  It  has  been  not  only  so 
in  the  life  insurance  business,  but  it  has  been  so,  I  may  say,  in 
this  whole  country,  large  rewards  for  large  achievements.  It 
has  been  so  in  the  steel  business,  railroads  and  iron  and  every  otheT 
industry.  An  agent  for  the  Mutual  Life  or  any  other  general 
agent  for  any  other  company,  if  he  does  a  large  business,  a  good 
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business,  a  staple  business  that  renews  and  is  profitable  to  the 
company,  makes  large  profits  out  of  it.  And  with  regard  to  this 
New  York  general  agency,  as  I  said,  I  was  not  aware  until  two- 
days  ago,  when  I  saw  that  statement,  what  the  profits  were.  I 
had  no  idea  what  the  profits  of  C.  H.  Raymond  were,  nor  did  I 
know  until  a  couple  of  months  ago  the  proportion  on  which  they 
were  divided  between  Mr.  Thebaud  and  Mr.  Raymond.  But  I 
want  to  say  that  this  business  in  'New  York  is  probably  the  bes+ 
business  the  company  has  got  on  its  books.  It  renews  better, 
the  medical  examinations  are  made  more  closely,  it  is  under  our 
direct  supervision  and  if  the  general  agent  has  made  large  profit? 
he  has  given  a  large  and  most  excellent  business  to  the  company 
and  he  is  only,  to  my  way  of  thinking,  following  out  the  entire 
system  which  had  prevailed  in  the  developing  of  this  whole 
country,  of  large  rewards  for  large  achievements.  And,  in  tha<; 
sense,  I  think  he  has  been  justified  in  making  large  profits. 

Q.  If  it  is  the  best  business,  as  you  state,  and  as  I  have 
no  question,  why  then  should  not  the  remuneration  for  it  be 
proportionately  lower  rather  than  larger  than  that  of  othifer 
agencies,  foUowiug  out  the  law  of  business  which  you  have 
been  invoking?  A.  A  man  scarcely  gets  paid  smaller  profits  for 
doing  good  work  than  on  bad  work. 

Q.  !N^o,  but  the  compensation  for  obtaining  that  which  is  best 
in  the  sense  of  being  most  permanent  is  usually  lower?  A.  It 
is  best  for  him  and  it  is  best  for  the  company.  It  would  not  be 
good  for  him  if  it  were  not  good  for  the  company,  and  if  it  is 
bad  business  for  the  company  it  is  bad  for  him. 

Q.  For  example,  the  rate  of  interest  on  the  hest  security  is  and 
ought  to  be  lower  than  upon  that  which  is  of  a  lesser  degree  in 
value?  A.  "Well,  that  is  rather  averse  when  you  go  into  securi- 
ties that  bring  investment  returns.  I  am  speaking  of  producing 
business  desirable  either  to  a  life  insurance  companj^  or  to  any 
other  company;  in  any  business,  in  fact. 

BY  MR.  HUGHES: 

Q.  It  is  very  interesting  to  follow  that  thought  of  yours  about 
large  rewards  for  large  achievements,  but  it  is  pertinent  to  in- 
quire just  who  are  benefited  by  those  achievements.  It  is  easy 
to  see  that  C.  H.  Raymond  &  Company  have  been,  but  I  see  by 
looking  at  your  dividends  to  policyholders  that  in  1897  they 
amounted  to  $2,507,521,  whereas  in  1904  they  amount  only  ty 
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$2,674,207,  an  inerease  in  the  operations  of  your  oompany,  that 
is,  to  policyholders  in  dividends,  through  the  operations  of  your 
company  of  ahout  $170,000.  Now,  is  not  that  because  of  the 
very  large  expenses  that  your  company  has  been  under?  A.  ]!^ot 
of  necessity}  no,  sir. 

Q.  "Well,  that  is  the  explanation  of  it?  A.  One  explanation 
of  it,  that  the  amount  of  dividends  paid  in  any  one  year  hy 
the  Mutual  Life,  or  by  the  New  Yonk  Life,  or  the  EcnnlEb^  ^ 
Life,  depends  upon  the  number  of  deferred  dividend  policies 
which  became  entitled  to  dividends  in  that  year.  So  then,  dur- 
ing the  years  that  a  company  is  doing  business  on  a  deferred  divi- 
dend system  it  is  not  paying  dividends ;  it  is  earning  dividends, 
putting  them  away  in  surplus,  but  it  is  not  paying  them.  Those 
dividends  are  paid  as  the  policy  contracts  mature.  In  other 
words,  you  would  say  that  the  dividends  paid  to  policyholders 
would  not  furnish  a  fair  criterion  of  the  prosperity  of  the  com- 
pany?   A.  It  would  not. 

Q.  And  you  have  constantly  for  many  years  been  writing  de- 
ferred dividend  policies  very  largely,  so.  that  each  year  a  group 
of  policies  matured,  is  not  that  so?  A.  No  twenty-year  distribu- 
tion policy  has  yet  matured. 

Q.  Oh,  indeed.  And  these  policies  that  have  been  maturing 
are  of  what  class  ?  A.  Distribution  policies  of  a  less  time  than 
the  twenty  years  —  five,  ten  and  fifteen. 

Q.  Of  course  you  would  recognize  the  feasibility  of  paying 
only  a  hundred  thousand  dollars  for  business  if  you  could  get 
it  for  a  hundred  thousand  dollars,  and  not  pay  two  hundred 
and  fifty  thousand  dollars  for  it  if  it  was  not  necessary?  A, 
Naturally. 

Q.  But  there  must  be  some  limit  to  what  you  would  allow 
general  agents  to  make.  Do  I  understand  that  the  amount 
of  compensation  is  really  governed  by  what  you  find  out  other 
companies  pay?  A.  By  what  it  is  necessary  to  pay  in  the  pre- 
vailing market  in  which  you  are  doing  business  if  you  want 
to  continue  business. 

Q.  Well,  now,  what  general  agent  in  New  York,  according 
to  your  knowledge,  was  getting  as  much  money  out  of  the  in- 
surance business  as  C.  H.  Kaymond  &  Company?  If  you  have 
any  infonnation  on  that  subject  we  would  be  very  glad  to  have 
it?  A.  I  haven't  any  information.  I  didn't  know  what  they 
were  getting  out  of  it  until  two  days  ago. 
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Q.  Then  kow  can  you  fix  the  compensation  of  0.  H.  Eaj- 
mond  &  Company  with  reference  to  what  other  agents  get? 
A.  Because  it  is  necessary  for  C.  H.  Eaymond  &  Company  —  it 
is  necessary  for  C.  H.  Raymond  &  Company  to  pay  practically 
eighty  and  eighty-five  per  cent,  for  their  business.  Now,  I  have 
here  one  of  many  circulars  which  one  of  our  agents  received  on 
October  4,  1905.  I  won't  mention  the  name  of  the  company,  but 
they  say — they  offer  annual  dividend  commission  of  seventy-five 
per  cent.,  non-participating  sixty.  Here  is  their  circular:  Com- 
missions, seventy-five  per  cent,  on  participating,  sixty-five  per 
cent,  on  non-participating.  Renewals,  we  are  making  the  very 
highest  renewal  commissions  for  personal  or  surplus  business. 
That  means  to  say  that  C.  H.  Eaymond  &  Company,  who  were 
getting  eighty-seven  and  a  half  per  cent,  have  practically  got  to 
pay  seventy-five  and  eighty  j  for  large  business  they  have  got  to  pay 
more  than  eighty  per  cent. 

Q.  Well,  do  you  know  that  the  Equitable,  for  example,  pays 
any  general  agents  in  New  York  City  as  much  as  C.  H.  Eaymond 
&  Company  received?  A.  I  don''t  know  what  the  ag'ents  of  the 
Equitable  get. 

Q.  Or  that  the  ISTew  York  Life  paid  any  general  agents  in  this 
city  as  much  as  C.  H.  Eaymond  &  Company  received?  A.  I 
know  that  the  agents  of  the  company  receive  from  either  the  New 
York  Life  or  Equitable  as  high  commissions  as  ours  do.  That  is 
to  say,  ours  are  not  paid  higher  than  they  can  get  at  the  other 
companies. 

Q.  I  am  not  speaking  now  of  the  man  who  writes  "the  business, 
of  the  man  who  actiially  gets  the  policy.  I  am  speaking  now  of 
the  general  agent  whom  the  company  pays  for  the  business.  Is 
there  any  general  agent  that  you  know  of  who  gets  as  much  or  has 
received  as  much  in  the  last  two  years  as  C.  H.  Eaymond  &  Com- 
pany?    A.  I  don't  know  what  any  of  their  general  agents  get; 

Q.  So  that  you  had  no  such  basis  for  comparison  when  you 
made  this  contract  with  C.  H.  Eaymond  &  Company?  A.  I 
simply  continued  the  contract  that  my  predecessor  had  made  with 
certain  modifications  which  I  thought  were  to  the  advantage  of 
the  company. 

Q.  Didn't  it  ever  occur  to  you  to  say  to  Mr.  Thebaud  in  your 
intimate  relations  with  him,  "What  are  you  gettinsj-  out  of  this? 
How  much  is  the  company  actually  paying  you?  We  want  to  re- 
duce expenses."  A.  I  never  asked  him  about  his  personal  affairs; 
no. 
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Q.  Well,  his  personal  affairs  happened  to  be  also  the  affairs  oi 
the  Mutual  Life  Insurance  Company.  What  have  you  done,  if 
anything,  in  the  last  year  or  two  years,  under  your  management, 
to  reduce  the  expenses  of  the  Mutual  Life?  A.  I  have  reduced  — 
I  cut  down  commissions  in  some  of  the  agencies  where  it  was 
possible. 

Q.  Now,  what  general  agency  have  you  cut  down  the  commis- 
sions? A.  Well,  there  —  I  am  afraid  you  have  got  me  there. 
There  were  some  of  the  managing  agencies  in  the  smaller  districts. 

Q.  Have  you  cut  down  any  large  agencies  ?  A.  Not  in  the 
large  cities  where  it  is  necessary  to  pay  large  commissions,  no. 

Q.  Have  you  cut  down  any  salaries  either  in  the  home  office  or 
elsewhere?     A.  No  salaries,  no. 

Q.  Have  you  cut  down  any  other  expenses?  A.  Yes;  I  have 
reduced,  last  year,  for  1904  —  the  printing  and  stationery  and 
supplies  were  reduced . 

Q.  Do  you  recollect,  Mr.  Preller,  how  much  it  was  cut  down? 

MR.  PRELLEE:   1904?     I  can't  answer  offhand;  I  can  get  it. 

THE  WITNESS:  It  was  considerably  reduced  and  the  gen- 
eral expenses  of  the  company  last  year  were  reduced. 

Q.  In  what  way?  A.  For  1904  —  for  1904  the  company  did 
twenty-three  millions  more  business  than  the  year  before  and  its 
ratio  of  expenses  was  reduced  on  first  year's  business  —  it  is  my 
impression  it  was  reduced  about  2  per  cent.  It  is  difficult  to 
recollect. 

Q.  It  would  appear  that  the  new  business  of  1904  was  sixteen 
millions  more  than  the  new  business  of  1903  ?  A.  Was  it  six- 
teen ?    I  thought  it  was  twenty-six. 

Q.  The  figures  here  are  $215,000,000  for  1903  and  $231,000,- 

000  for  1904.     A.  Yes.     Then  I  was  carrying  it  for  two  years. 

1  think  the  increase  in  the  previous  year  was  about  ten. 

Q.  For  two  years?    A.  Yes. 

Q.  The  expenses  in  1902  were  $15,078,050,  in  1908 
$16,152,000  and  in  1904  $16,898,000. 

CHAIRMAN  ARMSTRONG:  Are  the  percentages  given 
there,  Mr.  Hughes? 

MR.  HUGHES:   No,  they  are  not  right  here. 


■  Testimony  of  Robert  H.  McCurdy.  1267 

BY  CHAIKMAN  AEMSTEONG: 

Q.  At  what  ratio  do  you  figure  expenses,  Mr.  McCurdy  ? 
A.  What  did  it  cost 

Q.  What  was  the  ratio  of  expenses  ?  A.  The  ratio  of  expenses 
was  about  25  per  cent.,  was  it  not,  Mr.  Preller  ? 

Q.  You  don't  understand  me.  What  basis  did  you  adopt  as 
a  ratio  ?  By  dividing  your  gross  expenses  by  the  amount  of  first 
year's  business  put?  A.  There  are  a  variety,  a  great  number 
of  ways  of  calculating. 

Q.  What  ratio  do  you  refer  to  when  you  say  it  was  reduced  2 
per  cent.  ?    A.  The  percentage  of  income  to  outgo. 

Q.  Total  income  to  total  outgo  ?    A.  Yes. 

BY  MR.  HUGHES: 

Q.  Well,  the  total  income  of  your  company  in  1903  was 
$73,305,023  and  your  expenses  $15,078,950;  in  1903  your  total 
income  was  $77,333,713,  your  total  expenses  $16,152,412.  In 
1904  your  total  income  was  $81,002,984  and  your  total  expenses 
$16,898,456.  Do  you  know  what  loading  there  is  upon  your 
premiums  to  meet  expenses  —  what  percentage  is  taken  of  the 
premiums  for  that  purpose?  A.  It  varies.  That  is  an  actuarial 
question  I  am  not  competent  to  answer.  It  varies  on  different 
forms  of  policies  I  think. 

Q.  There  is  no  effort,  so  far  as  you  know,  in  your  company  to 
disregard  the  importance  of  the  loading  being  sufficient  to  meet 
the  expenses.  You  don't  intentionally  put  aside  that  question? 
A.  Why  no. 

Q.  Your  intention  is  to  have  the  loading  meet  the  expenses  and 
have  a  saving?  A.  Our  intention  is  to  get  the  expenses  down  as 
low  as  we  can. 

Q.  And  one  of  the  sources  of  increase  or  of  surplus  in  the  in- 
surance company  is  the  amount  you  may  make  over  the  amount 
with  which  you  have  loaded  your  premiums  to  meet  expenses. 
Isn't  that  so  ?  A.  I  presume  it  is,  Mr.  Hughes.  These  are  actu- 
arial questions  that  I  am  not  competent  to  answer. 

Q.  iTow  I  notice  that  in  the  case  of  the  Equitable  the  loading 
on  premiums  and  annuities  was  $15,346,022  and  the  insurance 
expenses  incurred  were  $13,880,583  or  94  per  cent,  of  the  loading; 
that  in  the  case  of  the  New  York  Life  the  loading  was  $18,279,492 
and  the  insurance  expenses  incurred  were  $18,237,764  or  99.77 
per  cent,  of  the  loading  while  as  I  have  stated  in  the  case  of  the 
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Mutual  LifCj  the  loading  was  $13,933,720  and  the  insurance  ex- 
penses were  $15,278,727  or  109.34  per  cent,  of  the  loading.  Has 
not  this  matter,  I  am  getting  at,  been  taken  up  seriously  by  the 
executive  officers  of  your  company  to  see  if  they  could  not  get  the 
expenses  of  your  company  down?  A.  It  has  undoubtedly  been 
considered  by  the  actuary  and  I  presume  by  the  president  or  vice 
president,  but  it  never  came  within  my  functions  to  consider  those 
questions. 

Q.  Is  there  any  general  agent  in  the  United  States  of  your 
company  during  the  last  two  years  who  has  received  as  much  as 
C.  H.  Eaymond  &  Company?    A.  You  mean  as  much  net  profits? 

Q.  Yes.    A.  I  don't  know. 

Q.  Is  there  any  agent  or  firm  of  general  agents  in  the  United 
States  that  have  during  the  last  two  received  as  high  a  rate  of 
compensation  as  C.  H.  Eaymond  &  Company?  A.  You  mean 
from  the  Mutual  Life  ? 

Q.  Yes.  A.  It  is  my  impression  that  in  Texas  ■ —  it  is  my  im- 
pression that  in  Texas  the  same  allowance  of  ten  per  cent,  was 
made. 

Q.  Have  you  the  contract  with  the  general  agent  in  Texas  ?  A. 
Not  with  me,  no. 

Q.  When  was  it  made  ?    A.  It  was  renewed  from  year  to  year. 

Q.  Has  it  been  renewed  by  you?    A.  Under  my  direction. 

Q.  Well,  can  you  state  the  terms  of  it?  A.  May  I  see  Mr. 
Preller?    He  can  give  me  that.     (Witness  consults  Mr.  PrcUer.) 

Q.  Are  you  able  to  make  a  statement  on-  that  ?  A.  JSTot  at  the 
moment,  no,  sir. 

MK.  BECK:  Mr.  Hughes,  wouldn't  be  it  fair  to  inquire  at  this 
time  whether  there  iare  any  special  considerations  which  make  it 
necessary  to  pay  higher  commissions  in  New  York? 

MR.  HUGHES:  AVell,  if  it  is  admitted  by  the  witness  that 
higher  commissions  are  allowed  in  New  York  than  anywhere  else, 
then  I  will  ask  him  what  the  reason  for  that  is. 

Q.  Do  I  understand  that  is  the  fact,  that  higher  commissions 
are  allowed  here  than  anywhere  else? 

THE  WITNESS:  No,  sir,  I  think  not.  I  have  just  said  I 
think  Texas  received  the  same. 

MR.  BECE::    Well,  with  the  exception  of  Texas. 
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Q.  "With  the  exception  of  Texas  are  higher  commissions  al- 
lowed to  C.  H.  Raymond  &  Company  in  New  York  than  to  any- 
body else  ?    A.  I  think  they  probably  are. 

Q.  Well,  now,  what  is  the  reason  for  that?  A,  The  reason  for 
it  is  that  it  costs  more  pioney  to  get  business  here. 

Q.  Don't  you  think  that  you  could  get  Mr.  Thebaud's  services 
for  a  hundred  thousand  dollars  a  year  if  you  wanted  to?  A.  If 
he  didn't  have  a  contract  with  the  Company  I  suppose  he  would. 

Q.  Yes,  if  you  dSdn't  ijaake  the  contract  under  which  he  could 
get  more  you  could  get  his  services  for  $100,000  instead  of  $147,- 
000,  which  he  got  last  year  ?  If  he  didn't  have  any  contract  and 
I  offered  him  a  hundred  thousand  dollars  salary  I  have  no  doubt 
he  would  be  very  glad  to  serve. 

Q.  And  for  that  matter  $50,000  ?    A.  I  am  not  prepared  to  say. 

ME.  BECK:  Mr.  Hughes,  you  ignore  entirely  the  situation  in 
New  York  in  developing  the  business. 

ME.  HUGHES:  Not  at  all.  I  am  talking  only  of  the  net 
profits. 

ME.  BECK:  The  object  of  my  suggestion  was  to  know  whether 
there  were  not  conditions  in  New  York  that  made  it  necessary 
to  offer  a  larger  commission  to  get  large  results. 

ME.  HUGHES :  I  understand  that  the  conditions  of  compe- 
tition in  New  York  are  such  that  the  men  who  get  the  business 
have  to  be  paid  the  same  as  other  men  who  get  the  business  have 
to  be  paid,  but  what  I  am  talking  of  is  what  remains  net  of  which 
Mr.  Thebaud  gets  three-fourths  and  of  what  he  got  last  year 
$147,000  net,  and  I  want  to  know  what  the  reason  is  of  having 
such  a  contract  outstanding  that  would  justify  such  a  payment 
by  the  Mutual  Life  Insurance  Company. 

Q.  Now,  if  you  can  state  any  reason  I  would  be  very  glad  to 
have  you  do  so  fully  ?  A.  I  can  only  repeat  what  I  have  said  be- 
fore, that  the  business  was  very  large,  very  good,  and  therefore 
the  profits  were  very  large  and  good. 

Q.  Now  it  would  seem  by  these  figures  that  have  been  taken 
from  the  Insurance  Year  Book 

ME.  BECK :  Mr.  Hughes,  if  you  will  pardon  m«  a  moment, 
you  did  not  quite  catch  the  purport  of  my  suggestion.  You  had 
asked  originally  why  it  was  that  the  New  York  commissions 
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were  larger  than  other  agencies  throughout  the  country.  Now, 
of  course  the  implication  that  goes  out  to  the  public  is  that  they 
were  larger  because  it  happened  that  a  relative  of  the  president 
was  a  member  of  the  firm.  Now,  I  would  like  to  ask  in  fairness, 
both  to  the  president  and  to  the  general  manager,  whether  there 
are  not  certain  circumstances  which  require  the  New  York  agency 
to  be  compensated  with  larger  commissions  than  any  agency  in 
the  country. 

ME.  HUGHES:  The  witness  has  been  given  a  very  full  op- 
portunity to  state  it,  and  I  will  give  him  another.  It  is  just 
what  I  want  to  get  at,  why  Mr.  Thebaud  should  have  so  much 
money. 

THE  WITNESS:  I  say  the  business  here  in  New  York  costs 
more  money  to  get. 

ME.  BECK :  Is  not  competition  keener  ? 

THE  WITNESS :  The  competition  of  course  is  keener. 

BY  ME.  HUGHES: 

Q.  Now,  it  costs  more  money  to  get  in  the  commissions  paid 
to  sub-agents?    A.  Yes,  sir. 

Q.  In  the  expenses  of  the  office?     A.  Yes. 

Q.  In  all  the  expenses  that  go  to  make  up  the  total  of  the 
amount  that  has  to  be  disbursed  by  0.  H.  Eaymond  &  Oo.  in 
getting  the  business,  and  after  all  that  is  said  and  done,  C.  H. 
Eaymond  &  Co.  in  1904  got  $247,000  net  and  Mr.  Thebaud 
$147,000  net.  Now,  are  there  any  conditions  of  competition 
which  render  that  necessary?  If  so,  explain  them.  A.  I  can 
only  -say,  Mr.  Hughes,  that  they  were  making  what  they  could 
out  of  the  contract,  and  the  company  had  no  knowledge  what 
that  was. 

Q.  Exactly.  They  were  there  to  get  all  the  money  they  could 
out  of  it,  and  you  didn't  know  in  your  line  of  business  that  they 
were  getting  so  much  or  that  you  were  in  a  position  to  get  them 
to  take  less?  A.  They  were  doing  exactly  what  every  other 
agent  and  every  other  merchant,  as  I  have  said,  was  doing,  to 
make  all  they  could  out  of  their  business. 

Q.  Of  course,  and  it  is  the  function  of  general  managers  of 
companies  to  keep  the  expenses  down,  isn't  it  ?  A.  They  try  to, 
yes. 
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Q.  Did  you  mention  the  name  of  the  Texas  agent  ?  A.  Cham- 
berlain &  Gillette. 

Q.  Who  is  Gillette  of  Chamberlain  &  Gillette?  Is  he  any 
relative  of  Dr.  Gillette's  ?    A.  He  is  a  brother  of  Dr.  Gillette. 

Q.  How  long  have  Chamberlain  &  Gillette  been  the  agents  of 
the  company  in  Texas?  A.  Well,  they  were  appointed  before 
my  time,  I  really  can't  say;  a  number  of  years. 

Q.  How  long  have  they  had  special  rates  of  compensation, 
better  than  those  accorded  to  other  general  agents?  A.  I  can't 
say  when  that  allowance  was  made  them. 

Q.  How  much  does  Mr.  Gillette  get  of  the .  business  ?  What 
is  his  interest  in  the  firm?    A.  I  don't  know. 

Q.  I  would  like  to  have  you  produce  the  contracts  with  Cham- 
berlain &  Gillette  for  a  period  of  ten  years?  You  mentioned 
Mr.  Raymond. 

THE  WITNESS :  Mr.  Preller,  ^\l  you  take  a  note  of  that, 
please. 

Q.  You  mention  Raymond  as  general  agent  for  New  Jersey? 
A.  Yes. 

Q.  Is  he  a  relative  of  Mr.  Charles  H.  Raymond  ?  A.  He  is  a 
brother  of  Charles  H.  Raymond. 

Q.  Please  produce  the  contracts  with  him  for  a  period  of  ten 
years  ?  Has  he  been  with  the  company  for  some  time  ?  A.  Oh, 
_yes,  a  number  of  years. 

Q.  Ten  years?     A.  EuUy. 

Q.  Well,  if  you  will  bring  the  contracts  with  him  for  ten 
years  I  should  be  obliged. 

THE  WITNESS:  Have  you  a  memorandum,  Mr.  Preller,  of 
that,  a  contract  for  ten  years  with  George  Raym,ond  and  Cham- 
berlain &  Gillette. 

BY  MR.  ROGERS: 

Q.  I  was  going  to  ask  you,  Mr.  McCurdy,  what  the  general 
conditions  are  in  Texas  that  require  an  exceptional  contract? 
A.  It  is  very  sparsely  settled  country  in  relation  to  the  amount 
of  business.  I  don't  mean  to  say  that  it  isn't  reasonably  civilized, 
but  traveling  expenses  are  very  high;  it  is  a  very  large  State,  re- 
quires a  large  agency  organization,  branch  office,  travelling 
agents. 
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THE  CHAIEMAIST:  It  is  popularly  supposed  that  risks  in  life 
insurance  would  be  larger  in  Texas  than  in  New  York. 

ME.  BECK:  They  are  extra  hazardous. 

MK.  HUGHES:  Especially  in  regard  to  affidavits, 

BY  MK.  HUGHES: 

Q.  Then  I  understand  that  if  a  territory  is  thickly  settled 
like  Manhattan  Island  it  is  necessajry  to  give  a  special  rate,  and 
if  it  is  sparsely  settled  like  Texas  it  is  necessary  to  give  a  special 
rate  ?    A.  I  didn't  say  so. 

Q.  I  said  that  was  my  understanding.  Of  course,  you  may 
not  agree  with  it.     A.  You  are  mistaken. 

Q.  "Well,  what  is  the  fact?  A.  The  fact  is  it  costs  more  to 
live  in  New  York  City. 

Q.  "We  all  appreciate  that.     And  then  when  you  come^ 

ME.  EOGEES :  It  costs  less  to  die  in  Texas,  is  that  it  ? 

Q.  And  I  suppose  in  Texas  you  have  to  be  paid  more  for  living 
there?  A.  "Well,  I  don't  know  that,  but  the  expenses  of  getting 
business  in  Texas  owin^  to  the  fact,  as  I  say,  the  business  has 
to  be  produced  from  a  long  range,  it  makes  it  an  expensive  busi- 
ness to  get. 

Q.  Now,  let  us  go  through  the  roll  of  the  general  agents.  You 
have  given  me  Mr.  Eaymond  in  New  Jersey.  He  is  a  brother 
of  Charles  H.  Eaymond.  And  Chamberlain  &  Gillette  of  which 
Mr.  Gillette  is  a  member.  Now,  who  are  the  other  general  agents? 
A.  Let's  see.  In  Nebraska  and  Iowa  there  were  the  Fleming 
Brothers  —  Fleming. 

Q.  Are  they  at  all  related  to  any  one  in  your  company  ?  A.  In 
no  way. 

Q.  Any  executive  officer?    A.  No,  sir. 

Q.  Go  on.  A.  In  Louisiana,  there  is  Post.  Is  that  right,  Mr. 
Preller? 

ME.  PEELLEE:  Yes,  sir. 

Q.  Is  he  a  relative  of  any  executive  officer?  A.  He  is  not. 
In  Arkansas,  Eemmer. 

Q.  Is  he  a  relative?  A.  He  is  not.  In  New  Jersey,  George 
Eaymond.    He  is  not  a  relative  of  any  officer  of  the  Company. 
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Q.  Who  was  the  last  one?     A.  George  Eaymond. 
Q.  Is  he  a  rektive  of  Charles  H.  Eaymond?     A.  He  is  a 
brother  of  Charles  H.  E.ayinon,d. 

Q.  "What  territory  has  he?     A.  He  has  iKTew  Jersey. 

Q.  He  is  the  one  you  mentioned  a  moment  ago?    A.  Yes,  sir. 

BY  THE  CHAIRMAN: 

Q.  You  said  he  was  not  a  relative  of  any  of  the  executive 
officers?     A.  Yes,  sir. 

Q.  iPTow,  with  regard  to  any  of  these  other  general  agents  in 
regard  to  whom  you  have  testified  they  are  related  to  no  execu- 
tive officer,  are  there  any  relationships  between  them  and  any 
executive  officer?     A.  'No,  sir. 

Q.  Or  any  one  holding  positions  with  your  Company?  A.  Ifo, 
sir. 

Q.  Of  any  kind  that  you  know  of?  A.  No,  no.  And  in 
Northern  New  York  State,  the  Albany  agency,  is  Howard  Lewis. 
I  believe  Howard  Lewis  is  a  second  cousin  of  either  Mr.  or  Mrs. 
Granniss.    I  am  not  sure  which.    Some  distant  connection. 

BY  MK.  HUGHES: 

Q.  Go  on.  Is  that  all?  A.  I  think  that  completes  the  list  in 
the  United  States,  yes,  sir. 

Q.  Now,  are  there  any  of  your  salaried  agents  who  are  related 
to  any  of  the  executive  officers  of  your  Company?    A.  No,  sir. 

Q.  While  we  are  on  that  matter,  let  me  ask  you,  the  medical 
director  of  your  Company  is  Dr.  Elias  J.  Marsh?    A.  Yes,  sir. 

Q.  Is  he  a  relative  of  yours  or  your  father's?  A.  He  married 
my  father's  sister.  It  is  my  impression  he  married  her  after  his 
connection  with  the  Company.  I  believe  he  was  an  examiner  of 
the  Company  previous  to  the  time  he  married  her. 

Q.  What  is  his  salary  ?    A.  I  don't  know. 

Q.  How  is  it,  Mr.  McCurdy,  that  you  as  a  director  of  the  Com- 
pany do  not  know  the  salaries  paid  to  the  officers?  A.  The 
cashier,  I  believe,  has  a  list  of  the  salaries,  and  he  pays  them, 
and  I  don't  think  any  of  the  officers  or  any  of  the  employees  know 
what  the  salaries  of  any  other  officer  or  employee  is. 

Q.  And  these  salaries  are  fixed  by  the  directors  or  by  the 
Finance  Committee  of  the  Directors,  are  they  not?  A.  Yes.  The 
executive  officers  and  go  on. 
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Q.  Don't  you  understand  that  it  is  your  duty  as  a  director  to 
know  what  salaries  are  paid,  and  to  have  a  conviction  as  to  their 
propriety?    A.  No,  I  never  have  known. 

Q.  Who  is  Mr.  P.  Stuyvesant  Pillot  ?  A.  You  mean  his  rela- 
tion to  Mr.  Thebaud,  I  suppose  you  want  to  know  ? 

Q.  Yes,  both  to  Mr.  Thebaud  and  to  the  Company.  A.  He 
is  a  cousin — ^he  is  a  cousin  of  Mr.  Thebaud  and  he  has  the  title  of 
Inspector  of  Risks. 

Q.  What  does  that  mean?  A.  It  means  that  risks  that  are — 
well,  that  don't  go  right  straight  through,  perfectly  clean  risks, 
he  takes  them  up,  considers  them,  corresponds  with  the  doctors 
about  it,  or  the  agents,  offering  them  before  the  Committee  that 
meets  to  consider  such  cases,  or  brings  them  to  an  executive 
officer.    That  sort  of  thing. 

Q.  How  long  has  he  held  that  position?  A.  I  really  don't 
know.    A  number  of  years. 

Q.  What  is  that  ?  A.  A  number  of  years — six  or  seven  years, 
I. don't  know. 

Q.  What  is  his  age?  A.  I  should  say  he  was  about  forty — 
about  forty  I  should  say. 

Q.  Was  he  connected  with  the  Company  prior  to  that  time? 
Prior  to  the  time  he  became  Inspector  of  Risks  ?  A.  Yes,  ho 
was- 

Q.  Where  was  he  before  that  time,  Mr.  Preller  ?  A.  (con- 
tinuing) :  His  first  connection  with  the  company  was  in  the 
Metropolitan  Agency  as  a  clerk  there,  and  after  that  he  went  into 
the  home  office.  I  think  it  was  in  the  policy  department,  or  some- 
where else,  I  have  forgotten. 

Q.  What  is  his  salary  now?     A.   I  don't  know. 

Q.  Who  is  Mr.  Granville  M.  White,  is  he  the  secretary  of  ybui' 
company  ?    A.  He  is  one  of  the  secretaries,  yes. 

Q.  Is  he  a  relative  of  any  of  the  other  officers  ?  A.  I  don't 
think  he  is. 

Q.  Is  he  a  nephew  of  Mr.  Granniss  ?  A.  I  don't  think  he  in.  I 
think  that  Mrs.  White  is  a  niece  of  Mrs.  Granniss. 

MR.  PECK:  Mr.  Chairman,  if  it  is  going  to  be  declared  a 
crime  for  a  man  to  have  either  a  brother  or  a  niece  by  marriage,  it 
seems  to  me  the  President,  will  have  to  modify  his  views  on  race 
suicide. 

Q.  Is  there  a  Dr.  White  also  connected  with  your  company? 


Testimony  of  Bohert  H.  McCurdy.  1275 

A.  He  was — ^he  is  a  doctor  by  profession,  although  he  does  not 
practice. 

Q.  "Who,  Granville  M.  White  ?    A.  He  is  the  same  man. 

Q.  You  handed  me  a  statement  of  the  foreign  business  -which 
was  under  your  management  until  1903,  I  believe.  And  who 
succeeded  you  as  superintendent  of  the  foreign  business?  A. 
Mr.  Henry  E.  Duncan,  who  had  been  Deputy  Superintendent. 

Q.  "What  is  his  salary  ?  A.  His  salary  at  present  is — I  think 
it  is  $13,000. 

Q.  Has  he  any  interest  in  the  foreign  business,  that  is,  by 
way  of  conunissions  ?    A.  'No. 

Q.  His  total  reward  is  $13,000?  A.  $13,000  or  $14,000,  I 
have  forgotten  which  it  is ;  $13,000  I  thinlv. 

Q.  And  when  you  were  siiperintendent  what  did  he  receive 
as  deputy  superintendent?  A.  I  think  it  was  $10,000  the  last 
year. 

Q.  And  then  had  no  interest  by  way  of  commissions  in  the 
business  itself,  I  believe  ?    A.  ISTo,  sir. 

Q.  ISTow,  it  would  appear  that  in  1904,  the  first  year's  com- 
missions paid  upon  the  foreign  business  amounted  to  $985,629. 
I  presume  there  were  varying  rates  of  commissions  in  different 
countries?  A.  They  were — practically  the  s'ame  rates  were  paid 
in  all  ilie  countries  of  Europe — all  the  European  cotintries  you 
may  &ay. 

Q.  "Will  you  state  what  general  agencies  department  you  have 
who  w<3re  in  charge  of  them,  what  compensation  the  general 
agents  received,  what  they  paid  to  sub-agents,  so  that  we  can 
understand  the  manner  in  which  the  business  has  been  conducted  ? 
A.  You  mean  to  say  the  foreign  offices? 

Q.  "Y  es.  "While  it  was  under  your  management  down  to  1903  ? 
A.  I  forgot  to  ask  Mr.  "Vesey  for  some  contracts.  I  can  give 
you  some,  Mr.  Hughes,  from  memory. 

Q.  Yes.  A.  For  instance,  in  Great  Britain  and  Ireland,  the 
manager  for  Great  Britain  and  Ireland,  receives  a  salary  of  four 
thousand  pounds  and  no  commissions. 

Q.  If  you  will  pardon  me  interrupting  you,  now,  did  the 
manager  for  Great  Britain  and  Ireland  have  the  general  super- 
vision of  the  writing  of  insurance  for  the  British  Isles  ?     A.  Yes. 

Q.  Complete  control  ?     A.  Yes. 

Q.  He  paid  his  own  agents  ?     A.  Yes. 

Q.  Paid  his  own  expenses  ?  A.  Oh,  no,  everything  for  account 
of  the  company. 
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Q.  Of  cotirse,  everything  for  account  of  the  company,  but  in 
the  case  of  0.  H.  Eaymond  &  Company  we  found  they  paid  their 
office  expenses  and  all  expenses  incident  to  getting-  business 
and  they  got  their  commissions  and  they  had  a  profit.  IjTow, 
in  the  case  of  this  general  manager  for  Great  Britain  and  Ireland 

who   got,  I  understand,   four  thousand  poundB A.  Four 

thousand  pounds. 

Q.  How  was  it  managed?  A.  He  managed  the  businesa  for 
account  of  the  company. 

Q.  Tou  paid  the  expenses?     A.  Yes. 

Q.  And  turned  over  the  balance  after  paying  expenses  to  you  ? 
A.  Yes.  He  made  nothing  out  of  it,  he  was  on  a  salary,  paid 
local  agents  for  account  of  the  company.  There  was  nothing — 
there  was  no  profit  made  by  him  between  what  he  paid  and 
what  he  got,  or 

Q.  How  long  has  that  been  so  ?  A.  Since  1888, 1  should  think, 
when  he  was  appointed  j  about  that  time. 

Q.  Well,  now,  if  you  will  go  on  with  the  rest  of  them  that  you 
are  able  to  state.  A.  France,  the  general  agent  for  France  and 
Paris,  receives  a  commission  of  seventy-five  per  cent. — is  it,  Mr. 
Vesey  ? 

MK.  VESEY:     Seventy  to  seventy-five. 

THE  WITNESS:  Seventy  to  seventy-five  per  cent.  He 
receives  an  allowance — 1  should  have  to  ask  Mr.  Vesey,  who  is 
the  accountant  of  the  foreign  department,  to  help  me  in  these 
things,  because  in  each  agency,  while  the  rates  of  commission  are 
practically  the  same,  the  allowances  for  various  things  are  dif- 
ferent.   I  can  produce  all  the  bond  contracts  if  you  like. 

Q.  You  have  in  your  statement  of  foreign  business  lumped  the 
results  of  the  business  in  all  the  countries  together.  You  have 
statements,  I  presume,  which  will  show  the  results  of  the  busi- 
ness in  particular  countries?     A.  Yes. 

Q.  Can  you  state  generally,  however,  in  what  countries  the 
business  has  been  particularly  advantageous  and  in  what,  if 
any,  it  has  been  relatively  less  advantageous?  A.  Yes.  Gener- 
ally speaking,  the  English  and  the  French  business  has  been  the 
most  desirable  and  most  profitable  to  the  company.  The 
French  and  English  business  are  both  very  persistent,  the 
mortality  rate  is  good  and  it  is  desirable  business. 
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The  same  is  true  of  Holland  and  Belgium.     They  are  small 
countries  and  the  business  is  small,  but  as  an  example  of  what 
I  mean,  in  Holland  a  year  or  two  ago  when  I  had  that  staternent 
made  up  98  per  cent,  of  the  premiums  of  the  first  year's  premiums 
renewed  the  second  year,  showing  a  lapse  of  only  two  per  cent. 
In  Germany — ^we  used  to  do  business  in  Grermany;  we  haven't 
done  any  business  for — ^we  haven't  done  any  business  in  Prussia ; 
we  have  'done  a  little   scattering  business  until  two  years  ago 
when  we  retired  entirely  from  Germany  on  account  of  the  Gov- 
ernment requirements  which  we  did  not  think  acceptable.     That 
is  a  long  story.     We  have  had  a  seven  years'  fight  about  it.     The 
German  business  was  profitable;  it  was  good  business,  the  mor- 
tality rate  was  not  as  good  as  in  France  for  instance.     Generally 
speaking,  the  Scandinavian  biisiness  is  expensive,  because  again 
it  is  sparsely  settled.     An  agent  to  get  business  has  got  to  travel 
— in  Sweden  he  has  got  to  go  to  the  extreme  north,  1500  miles, 
where  the  wheat  fields  are.     The  further  nort  hthey  get  the  more 
sun  they  have,  therefore,  crops;  longer  days.     Then  the  towns 
are  principally  along  the  sea  coast.     It  is  expensive.     The  busi- 
ness is  good  w(hen  you  get  it,  but  it  costs  money  to  get  it.     The 
Austrian  business  is  very  good.     The  Hungarian  business — the 
Hungarian  business  and  probably  the  Spanish  business,  or  I  will 
say  the  Mexican  business,  are  the  least  desirable,  because  of  the 
characteristics   of  the  people.     They  are  not  as  serious;    don't 
keep  up  their  insurances. 

Q.  Have  you  a  statement  of  the  Mexican  business  here  by  any 
chance?  A.  I  have  not;  no,  sir.  I  would  say,  though,  that  the 
statement  of  the  foreign  business  in  detail  from  each  agency  is 
prepared  and  I  can  get  it  at  any  time. 

Q.  Oan  you  have  that  here  at  this  afternoon's  session  ? 

THE  WITNESS :  This  afternoon,  Mr.  Vesey,  will  you  have 
that  ? 

Q.  Do  you  do  business  in  Australia  ?     A.  We  do. 

Q.  With  what  results?    A.  Poor,  very. 

Q.  You  will  have  a  statement  of  that  here  also.  All  the  for- 
eign business.  What  do  you  do  under  your  general  manager- 
ship beside  attend  to  these  agencies  that  you  have  mentioned? 
A.  Well,  I  confer  daily  with  Mr.  Dexter,  the  superintendent  of 
domestic  agencies;  confers  with  me  usually  for  upward  of  an 
hour  or  an  hour  and  a  half;  Mr.  Duncan,  the  superintendent  of 
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the  foreign  department  confers  with  me;  Dr.  White  and  Mr. 
Easton  as  secretary  of  the  Company  confer  with  me.  Mr. — the 
corresponding  secretary,  Mr.  Dner  De  P.  Breck,  confers  with  mc, 
I  confer  with  the  actuary  and  the  other  executive  officers;  prin- 
cipally, almost  exclusively,  on  agency  matters. 

Q.  I  find  an  item  in  your  annual  report  for  1904,  "Advertising, 
printing,  stationery  and  postage,  $1,134,833. Y6."  Who  has  su- 
pervision of  the  matters  in  which  those  moneys  are  e'xpended? 
A.  The  advertising — we  have  an  advertising  manager  whose  busi- 
ness it  is  to  take  care  of  the  advertisements;  the  printing  and 
supplies  come  under  the  supply  department;  postage  and  tele- 
grams come  in  from  the  home  office  and  branch  offices,  and  so  on. 

Q.  I  find  in  your  By-Laws  the  following  provision  in  Article 
34: 

"  There  shall  be  a  Department  of  Supplies  and  Printing,  the 
chief  officer  of  which  shall  be  designated  Superintendent  of  the 
Supply  Department;  all  purchases  of  stationery  and  the  miscel- 
laneous supplies  which  are  furnished  by  the  Company  for  the 
use  of  agents  and  for  the  use  of  the  Company  at  its  head  office, 
and  when  directed  by  the  President  for  the  maintenance  and  cur- 
rent expenses  of  the  Company's  buildings,  and  for  other  purposes, 
shall  be  made  by  such  officers  under  the  authority  of 'the  Presi- 
dent or  of  the  Committee  of  Expenditures,  and  shall  be  reported 
weekly  to  such  Committee." 

Who  is  the  Superintendent  of  the  Supply  Department?  A. 
Mr.  A.  C.  Fields. 

Q.  How  long  has  he  been  such  superintendent  ?  A.  For  a 
great  many  years,  I  have  forgotten. 

Q.  Who  constitutes  the  Committee  on  Expenditures  ?  A.  Mr. 
Morford  might  know.  Mr.  Preller  can  give  it  to  me.  Mr.  Oly- 
phant,  Mr.  Miller  and  Mr.  Holden. 

Q.  Who  are  the  ex-officio  members  of  the  committee?  A.  I 
don't  think  that  any  of  the  officers  are  ex-officio  members  of  that 
committee. 

Q.  Do  these  gentlemen  that  you  have  named  actively  attend  to 
the  matter  of  supervising  all  expenses?     A.  They  do. 

Q.  Is  it  the  practice  in  the  Mutual  Life  Insurance  Company  for 
payments  to  be  made  upon  executive  order  without  the  authoriza- 
tion or  approval  of  any  committee?  A.  Ordinary  payments  in 
the  course  of  business,  yes. 

Q.  What  class  of  payments  would  you  say  were  ordinary  pay- 
ments that  would  be  made  by  order  of  the  President.     I  should 
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suppose  that  the  ordinary  routine  payments  would  be  made  with- 
out the  special  order  of  the  president.  A.  Well,  I  mean  to  say, 
for  instance,  take  advertising,  payments  to  advertising,  when  par- 
ticular magazines  or  papers  or  that  sort  of  thing,  they  are  made 
with  the  approval  of  our  executive  officer.  Take — of  course  it  is 
hard  to  say  what  sort  of  payments — but  I  mean  to  say  that  the 
payments  that  come  up  that  are  not  covered  by  any  particular 
allowance,  and  in  the  ordinary  conduct  of  the  business,  are  usually 
brought  before  an  executive  officer  and  then  they  are  submitted 
to  the  auditing  committee,  the  committee  on  expenses,  are  they 
not,  Mr.  Preller?  I  think  Mr.  Preller  will  be  able  to  give  you 
more  accurate  information  on  that  than  I  can. 

Q.  I  see.     Mr.  Preller  is  here.     A.  Yes,  Mr.  Preller  is  here. 

Q.  Mr.  Preller  is  auditor  of  the  Company  under  article  33  and 
has  charge  of  the  Company's  accounts?  A.  That  is  right.  Here 
are  the  first  year's  premiums  of  Cook  County  which  you  asked  for. 
(Handing  paper.) 

Q.  You  now  hand  me  a  statement  of  the  first  year's  premiums 
that  the  general  agent  received  in  Cook  County  amounting  in  1904 
to  $369,617.94,  of  which  I  understand  the  general  agent  was 
entitled  to  one  per  cent.  ?     A.  He  is  entitled  to  one  per  cent. 

Q.  Or  $3,696.18?    A.  Yes,  in  addition  to  that 

"  Q.  And  in  addition  to  his  salary  of  $10,000?  A.  Yes,  in  ad- 
dition to  that.  These  managers,  as  they  are  so  called  are  entitled 
to  commissions  on  their  own  personal  work^ 

Q.  Does  that  figure  very  largely  in  their  account?  A.  In  some 
of  them  it  does. 

Q.  Does  it  in  Cook  County?     A.  I  fancy  it  does. 

Q.  Have  you  any  idea  how  much  it  would  amount  to?  A.  T 
have  not  before  me  how  much  his  personal  business  was,  but  he 
was  formerly  one  of  the  soliciting  agents  of"the  company  and  did  a 
large  business  and  I  think  he  still  continues  to  do  it. 

Q.  Then  do  I  understand  that  apart  from  the  business  that  the 
agents  may  have  personally  secured  in  Cook  County  the  entire 
compensation  of  the  general  agent  for  the  year  1904  was  abotit 
$14,000?     A.  Plus  his  salary,  yes. 

Q.  No 'A.  He  got  his  salary. 

Q.  I  understand  it  was  $8,696j  his  one  per  cent.?     A.  Yes. 

Q.  And  $10,000  as  salary?     A.  $10,000  salary. 

Q.  Making  a  grand  total  of  about  $14,000?     A.  Yes. 

ME.  BECK:  Did  not  he  have  some  commissions  on  his  own 
business? 
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MR.  HUGHES:  I  said,  apart  from  what  lie  got  on  the  lousiness 
that  he  personally  obtained. 

THE  WITNESS:   Yes. 

MR.  BECK:  I  do  not  mean  that,  I  mean  before  it  was  turned 
into  a  salary  basis,  he  still  had  his  commissions. 

Q.  Mr.  Beck  suggests  that  Mr.  Carlisle  of  Cook  County  may 
have  had  commissions  coming  to  him  on  business  which  had  been 
written  previous  to  the  time  that  the  system  was  changed.  A. 
How  about  that,  Mr.  Dexter? 

MR.  DEXTER:    It  was  not. 

Q.  Ifow,  perhaps,  as  Mr.  Dexter  is  here,  he  can  Inform  xm  at 
this  point  what  amount  Mr.  Carlisle  got  of  business  that  he  wrote 
.  himself,  approximately  ? 

MR.  DEXTER:  His  statement  to  me  was  that  it  was  less  than 
$1,000  in  1904. 

MR.  HUGHES:  Thank  you. 

Q.  So  we  may  assume  that  the  entire  compensation  of  the 
general  agent  in  Chicago  for  1904  was  $15,000  ?  A.  So  far  as 
we  know,  yes. 

Q.  And  did  he  have  charge  of  the  Metropolitan  district  in 
Chicago?    A.  In  Chicago,  yes. 

Q.  All  the  business  there  ?    A.  Yes. 

Q.  The  Company  itself  paid  the  expenses?    A.  Yes. 

Q.  And  paid  agents  for  obtaining  the  business?     A.  Yes. 

Q.  And  he  had  his  salary  and  the  commission  you  have  stated  ? 
A.  Yes. 

Q.  Now  suppose  a  man  comes  Into  the  office  of  the  Mutual 
Life  Insurance  Company  and  wants  to  apply  for  a  policy  and 
gets  one,  is  there  any  commission  paid  upon  that  to  anyone  ?  A. 
No,  sir. 

Q.  Is  there  any  allowance  made  to  the  man  who  gets  a  policy 
by  going  to  the  office,  any  reduction  in  premium  ?    A.  No,  sir. 

Q.  He  has  to  pay  just  the  same  as  though  the  l&utual  Life  had 
paid  C.  H.  Raymond  &  Company  to  get  the  business  ?  A.  He 
pays  the  full  premium  rate  for  his  policy. 

Q.  Mr.  Raymond  said  something  yesterday  about  a  competitor 
who  was  walking  the  floor  of  the  office  of  the  Mutual  Life  and 
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some  one  interfering  with  the  extension  of  the  business  of  C.  H. 
Raymond  &  Company.  What  do  you  say  about  that?  A.  I 
mean  to  say  that  there  are  one  or  two  gentlemen  whose  duty  it  is 
to  be  in  the  outer  hall  by  the  cashier's  window  and  if  anyone 
comes  in  and  wants  any  information  about  insurance  or  wants  to 
apply  for  life  insurance  he  is  taken  charge  by  one  of  these  gentle- 
men who  writes  his  application,  takes  him  up  to  the  medical  de- 
partment and  has  him  examined. 

Q.  And  no  one  gets  any  commission  on  that  ?  A.  No  one  gets 
any  commission. 

Q.  Do  these  gentlemen  to  whom  you  refer  do  anything  else? 
A.  Oh  yes,  any  employee  of  the  company  who  might  happen  to 
bs  outside  there,  away  from  their  desk,  might  do  it  equally  well. 

Q.  I  mean  these  gentlemen  who  do  this A.  Oh,  yes 

Q.  They  have  other  duties  beside  that?  A.  Well  you  may 
say  practically  —  I  don't  know  how  you  could  describe  their 
duties;  they  are  out  in  the  outer  hall,  and  answer  inquiries  of 
the  people  who  come  in  and  want  to  pay  a  premium  or  they  have  a 
death  claim,  they  answer  inquiries. 

Q.  Why  is  it  that  the  Mutual  Life  does  not  allow  something  to 
those  who  take  policies  out  at  the  home  oiSce  without  the  inter- 
vention of  agents?  Why  should  not  you  make  a  concession  on 
premiums  to  the  man  who  goes  to  you  and  insures  directly  with 
the  home  office,  in  which  case  you  have  none  of  these  expenses 
you  have  talked  of  in  reaching  him?  A.  I  believe  it  to  be  a 
discrimination,  would  it  not  be  ? 

Q.  That  is  the  reason?    A.  I  should  say  so. 

Q.  Hardly  a  discrimination  so  far  as  the  company  is  con- 
cerned. A.  I  believe  it  is  against  the  law  to  discriminate  in  the 
rates. 

Q.  That  is  the  reason  in  your  judgment?  A.  And  in  addition 
to  that,  the  man  has  not  been  solicited.  The  agent  who  solicits 
the  man  puts  in  his  time,  and  when  he  finally  secures  the  risk 
he  is  compensated  for  his  time  and  the-  work  he  has  done  on  it. 

Q.  In  other  .words,  you  do  not  favor  the  business  coming  to 
the  office  or  being  encouraged  to  come  to  the  office  and  not  to 
go  through  the  general  agency  where  the  agent  will  obtain  a  large 
commission?  A.  Quite  the  reverse,  we  should  be  very  glad  if 
more  is  obtained. 

Q.  If  there  is  any  law  in  the  way,  you  would  be  glad  to  see  it 
changed  so  that  people  would  come  right  down  to  the  Mutual 

41 


1^82  Legislative  Insurance  Investigation. 

Life  Insurance  Company  and  insure  at  a  considerable  reduction 
in  the  premium?    A.  Certainly  not.     I  do  not  believe  in  rebates. 

Q.  Then  even  if  there  were  no  provisions  which  you  think 
would  interfere,  you  would  still  not  give  any  concession  to  the 
man  who  came  to  you  directly?  A.  As  a  matter  of  fact,  it  would 
ruin  your  agency  organization  if  you  paid  a  commission  to  every- 
body who  came. 

Q.  That  is  the  point.  A.  Your  agents  have  got  to  be  protected. 
They  are  giving  up  their  lives  to  this  work  and  they  are  wearing 
out  shoe  leather,  and  they  have  got  to  be  supported  and  pro- 
tected, and  if  the  company  comes  in  as  a  competitor  and  pays  a 
commission  to  everybody  who  insures  his  life,  the  agent  has  no 
protection. 

Q.  And  that  is  all  a  part  of  the  general  necessity  of  maintaining 
an  agency  organization,  so  you  can  compete  with  other  com- 
panies? 

No  answer.     "   "" 

Q.  It  is  suggested  to  me  that  it  is  not  a  special  practice  in  New 
York  to  protect  Raymond  &  Company  but  exists  throughout 
the  country  generally.    Is  that  the  fact?    A.  Why,  of  course. 

Q.  To  protect  all  your  agents?  A.  To  protect  the  entire  figency 
organization.     You  have  got  to. 

Q.  So  apart  from  any  provision  of  law  or  the  amendment  of 
any  law,  you  would  favor  the  idea  of  protecting  your  agents, 
against  the  competition  of  the  company  itself?  A.  Not  the  com- 
petition of  the  company  itself,  but  against  the  competition  of 
their  own  applicants.  I  mean  to  say,  that  if  an  agent  has  put 
in  his  time,  possibly  it  may  be  a  month  in  soliciting  a  risk,  p,nd  he 
finally  gets  the  man  to  the  -point  where  he  will  insure  his  life ; 
if  that  man  can  go  into  the  company  and  get  a  commission  and 
insure  direct  and  get  a  lower  rate,  he  is  going  to  do  it. 

Q.  Why  should  not  he?  A.  Then  you  don't  get  any  business, 
because  you  have  not  got  any  agents. 

Q.  That  brings  it  to  th6  point  that  you  do  not  want,  in  defer- 
ence to  the  maintenance  of  the  agency  system,  to  take  business 
away  from  the  agents?  A.  There  never  has  been  but  one  com- 
pany that  I  know  of  in  the  world  that  tried  to  get  along  without 
an  agency  organization. 

Q.  Do  you  think  it  is  practicable  to  maintain  a  company  in 
this  country  without  an  agency  organization?  A.  Absolutely 
impossible. 
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Q.  Why  impossible?  A.  Beca\ise  you  would  not  do  any  busi- 
ness. 

Q.  Well,  why  is  that?  A.  Because  nobody  will  insure  their 
lives  unless  they  are  solicited  to. 

Q.  What  would  happen  if  you  did  not  take  any  more  business 
for  a  little  while?    A.  We  would  dry  up. 

Q.  Are  not  you  in  such  a  position,  as  the  Mutual  Life  Insur- 
ance Company,  with  your  surplus  and  reserve  to  go  on  witlioiit 
the  writing  of  new  risks?  A.  Certainly.  I  have  no  doubt  we  are. 
Theoretically  the  whole  basis  of  life  insurance  is 

Q.  You  have  no  doubt  of  that  as  a  fact?  A.  I  have  no  doubt 
of  it. 

Q.  You  could  not  maintain  your  position  as  an  insurance  com- 
pany if  for  a  moment  the  contrary  were  admitted.     It  is  all 

based  on  the  facts A.  It  is  all  based  on  the  fact  that  you 

are  solvent. 

Q.  And  have  a  large  surplus?  A.  Well,  in  a  mutual  company, 
yes,  there  is  a  surplus  so-called. 

Q.  Well,  the  advantage  in  a  mutual  company  of  getting  new 
business,  serious  consideration  has  to  be  given  to  the  expense  of 
getting  it,  and  you  would  appreciate  it,  that  there  might  be  a  timp 
when  it  would  cost  too  much  to  get  new  business  and  it  would 
not  improve  for  the  policyholders  to  get  in  new  business  at  the 
expense  necessary.  You  understand  that,  don't  you?  A.  Well; 
presumably  that  would  aifect  all  the  other  companies. 

Q.  Yes.  A.  It  would  dry  up  all  the  whole  business  in  thip 
country. 

Q.  Oh,  no  not  quite  that.  It  might  be  necessary  to  have  les.= 
expense  in  getting  the  new  business.  It  might  dry  up  some  of 
the  agencies.    A.  Yes. 

Q.  Well,  without  going  into  that  further,  I  suppose  there  arp 
others  that  have  studied  that  phase  of  the  subject  in  your  com- 
pany more  than  you  have A.  What  phase  is  that? 

Q.  I  mean  this  question  of  expense  in  getting  new  business-, 
and  the  amount  of  expense  that  the  company  can  stand  in  getting; 
new  business?    A.  Yes,  sir. 

Q.  Or  have  you  made  a  special  study  of  that?  A.  No,  prin- 
cipally the  actuary  of  the  company. 

Q.  Well,  he  will  be  on  the  stand  later.  The  matter  I  was  on 
we  may  conclude  by  taking  your  opinion  upon  this  point.  That 
if  it  were  possible  for  you  to  make  a  uniform  rate  to  all  those  that 


1284  Legislative  Insurance  Investigation. 

would  come  to  your  office  without  the  intervention  of  agents,  and 
obtain  insurance  at  a  reduction  commensurate  with  the  decreased, 
expense  in  obtaining  their  business  you  would  not  favor  tha<; 
policy  ?    A.  It  would  be  entirely  impracticable. 

Q.  Therefore  you  would  not  favor  it?    A.  I  would  not  favor  it- 

Q.  Impracticable  because  it  would  take  the  business  from  thf* 
agents  and  demoralize  your  agency  or  organization?  A.  And 
your  business  would  absolutely  shrink — I  don't  know  what  it 
would  shrink  to  if  you  had  no  agents. 

Q.  If  the  business  came  in  with  such  magnitude  as  to  ser- 
iously compete  with  the  agents  it  would  not  shrink  very  much-, 
would  it?    A.  Well,  as  a  practicable  matter  it  is  not  a  possibility- 

Q.  And  even  O.  H.  Eaymond  &  Co.,  with  their  very  advan- 
tageous position  objected  to  a  few  men  that  came  in  as  it  was  2 
A.  I  don't  know  that  they  objected. 

Q.  I  understood  from  Mr.  Eaymond  that  he  did  not  like  it^ 
A.  I  did  not  hear  his  testimony. 

Q.  He  rather  criticized  the  man  who  was  walking  around  in 
your  office  as  a  competitor  of  O.  H.  Raymond  &  Co?  A- 
Well, 

Q.  Well,  it  would  be  antagonistic  to  the  wishes  of  the  agent, 
imdoubtedly.  IsTow,  leaving  that  branch  of  the  subject  and  goinp- 
to  another,  to  wit,  the  operations  of  your  Finance  Committee  and 
the  relations  of  the  Mutual  Life  to  other  companies.  You  are  a 
member  ex-officio  of  the  Finance  Committee?     A.  Yes. 

Q.  Do  you  attend  their  meetings?    A.  I  do. 

Q.  You  are  conversant  with  the  financial  operations  of  youT, 
Company?  A.  So  far  as  my  attendance  at  the  Finance  Com- 
njittee  meetings,  yes,  but  I  want  to  say,  as  I  have  said  before - 
that  my  principal  duty  and  my  whole  time  and  attention  is  devoted 
to  the  agency  part  of  the  business. 

Q.  Are  you  a  stockholder  in.  the  Morristown  Trust  Co.  ?  A.  T 
am. 

Q.  To'what  exent?    A.  I  own  I7l  shares,  I  believe. 

Q.  When  I  speak  of  the  interest  you  may  have  in  these  com- 
panies in  which  the  Mutual  Life  Insurance  Company  is  interested- 
I  do  not  mean  to  limit  the  question  to  what  may  happen  to  stand 
in  your  name,  but  to  what  you  really  own,  whether  it  is  in  your 
name  or  anybody  else's  name  and  in  which  you  are  the  bene- 
ficial holder.  Of  course  you  understand.  A.  I  may  say  that  no 
stock  in  any  Company  stands  in  my  name  that  I  do  not  own. 
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Q.  I  mean  stock  that  might  stand  in  somebody  else's  name 
that  you  do  own  ?  A.  "Well,  all  the  stock  I  own  stands  in  my  own 
name. 

Q.  Yes.  What  other  persons  connected  with  the  Mutual  Life 
Insurance  Company  as  executive  officers  own  stock  in  the  Morri.-- 
town  Trust  Company  ?  A.  I  really  don't  know  of  my  own  knowl- 
edge.    I  am  not  a  director  in  the  Company,  only  a  stockholder. 

Q.  You  are  not  a  director  ?    A.  No,  I  am  not  a  director. 

Q.  Are  you  a  stockholder  in  the  Mutual  Alliance  Trust  Com- 
pany ?    A.  I  am  not. 

Q.  In  the  National  Bank  of  Commerce  ?    A.  I  am. 

Q.  To  what  extent  ?    A.  I  own  a  thousand  shares. 

Q.  In  the  American  Exchange  National  Bank  ?    A.  No,  sir. 

Q.  In  the  Astor  National  Bank  ?    A.  Yes. 

Q.  To  what  extent?    A.  I  own  Y5  shares. 

Q.  In  the  Bank  of  America  ?    A.  No,  sir. 

Q.  Where  you  are  a  director  of  these  compaiiies,  without  my 
repeating  the  question,  I  would  be  glad  to  have  you  state  it  in 
connection  with  your  answer.  In  the  Brooklyn^ Trust  Company  ? 
A.  No. 

Q.  Central  Trust  Co.  ?    A.  No,  sir. 

Q.  The  Commercial  Trust  Co.  ?     A.  Yes,  sir,  I  am  a  director. 

Q.  That  is  the  Commercial  Trust  Co.  of  New  Jersey  ?  A.  Yes, 
sir. 

Q.  What  is  your  stock  interest  in  that  ?    A.  100  phares. 

Q.  The  Consolidated  Gas  Company  ?  A.  I  own  some  stock  in 
the  Consolidated  Stock  Co.,  100  shares  I  think  it  is. 

Q.  The  Continental  In.surance  Company  ?    A.  No. 

Q.  The  Fifth  Avenue  Trust  Company  ?     A.  No. 

Q.  The  First  National  Bank  ?    A.  No. 

Q.  The  Gallatin  National  Bank  ?    A.  No. 

Q.  The  Girard  Trust  Co.  ?     A.  I  own  25  shares,  I  think. 

Q.  The  Guarantee  Trust  Company?  A.  251  shares;  I  am  not 
a  director. 

Q.  The  Industrial  Trust  Company  ?    A.  No. 

Q.  -The  Lawyers'  Mortgage  Company  ?    A.  No,  sir. 

Q.  The  Lawyers'  Title  Insurance  &  Trust  Company?  A.  I 
own  fifty  shares,  I  think.     I  am  not  a  director. 

Q.  The  Morton  Trust  Co.  ?     A.  No. 

Q.  The  Metropolitan  Trust  Co.  ?    A.  100  shares  and  a  director. 

Q.  The  National  Safe  Deposit  Co.  ?  A.  50  shares,  and  a 
director. 
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Q.  The  Title  Guaranty  &  Trust  Co.  ?    A.  No,  sir. 

Q.  The  United  States  Mortgage  &  Trust  Co.  ?  A.  1,526  shares, 
not  a  director. 

Q.  The  Bank  of  California?     A.  No,  sir. 

Q.  The  New  York  Dock  Company  ?     A.  No,  sir. 

Q.  Were  you  connected  with  the  Brooklyn  Wharf  &  Ware- 
house Company  ?  A.  Only  as  a  purchaser  of  their  bonds,  some  of 
their  bonds.  , 

Q.  I  mean  you  were  not  a  director  of  that  company  ?  A.  No, 
sir.  I  have  here  a  list  of  companies  in  which  I  am  a  director, 
Mr.  Hughes,  if  you  would  like  it.     (Handing  paper.) 

MR  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  264  and  read  by  Mr.  Hughes.) 

Q.  What  is  the  Casualty  Co.  of  America  ?  A.  The  Casualty 
Co.  of  America  is  a  casualty  company  which  was  organized  some 
two  or  three  years  ago  in  which  the  Mutual  Life  has  no  stock  or 
other  interest. 

Q.  What  is  its  business?  A.  Casualty  insurance,  en^ployers' 
liability  and  plate  glass  and  boilers  and  so  on. 

Q.  Has  the  Mutual  Life  any  relation  to  it  any  way?    A.  None. 

Q.  What  interest  has  the  Mutual  Life  Insurance  Company  in 
the  Windsor  Trust  Co.?    A.  None. 

Q.  It  has  been  brought  to  our  attention  that  the  Windsor  Trust 
Co.  has  recently  established  offices  in  the  Mutual  Life  building? 
A.  Yes. 

Q.  Is  there  no  connection  whatever  between  the  companies  ? 
A.  No. 

Q.  Does  the  Mutual  Life  maintain  a  deposit  with  the  Windsor 
Trust  Company?  A.  C.  H.  Eaymond  &  Co.,  I  believe,  have  a 
deposit  from  their  uptown  office,  with  the  iiptown  office  of  the 
Company,  I  believe.     The  Company  direct  has  fio  deposit. 

Q.  You  are  an  officer  of  that  Company?  A.  Honorary  vice- 
president. 

Q.  What  does  that  mean  ?  A.  Well,  my  duties  are  very  light, 
as  honorary  vice-president. 

Q.  Well,  I  am  not  familiar  with  that  title.  I  don't  know  just 
what  it  means?  A.  Well,  Mr.  Hughes,  when  the  Company  was 
organized  about  two  years  ago  I  was  asked  whether  I  would  be 
a  vice-president  of  the  Company  and'  I  said  I  could  not  be  an 
active  vice-president.     The  other  vice-presidents  were  Mr.  John 
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L.  Van  Young,  who  was  the  active  man,  and  Mr.  James  A.  Bur- 
den, Jr.,  and  myself.  We  never  had  any  duties  and  it  is  cus- 
tomary, I  believe,  for  a  financial  institution  to  have  vice-presidents 
whose  names  may  be  of  some  fancied  value.  I  took  no  active  part 
iL  the  management  of  the  Company,  received  no  salary  and  at- 
tended committee  meetings  once  a  week,  for  which  I  got  ten 
dollars  a  week.  That  was  the  extent  of  my  connection  with  the 
Company.  * 

,Q.  Is  any  other  officer  of  the  Mutual  Life  Insurance  Company 
connected  M-ith  the  Windsor  Trust  Co.  ?    A.  None. 

Q.  I  would  like  to  ask  you  with  regard  to  some  of  the  syndicate 

])artieipations Do  you  get  any  salary  from  any  company 

that  the  Mutual  Life  Insurance  Company  is  connected  with,  or 
has  an  interest  in  directly  or  indirectly?  A.  No  salary  from  any 
company  other  than  the  Mutual  Life. 

Q.  Perhaps  in  anticipation  of  my  question  you  are  prepared 
to  say  at  once  whether  you  have  participated  in  any  of  the  syndi- 
cates mentioned  in  this  list  furnished  by  your  Company  in  which 
the  Mutual  Life  Insurance  Company  was  a  participant  ?  I  refer 
to  Exhibit  50  for  identification?  A.  I  may  sav  without  reference 
to  this  list,  which  I  will  look  at  in  a  moment,  that  to  the  best  of 
my  knowledge,  I  have  never  been  a  participant  in  any  syndicate 
in  which  the  Mutual  Life  was  interested. 

Q.  Before  you  take  up  the  list  I  have  shown  you,  let  me  ask 
you  to  avoid  any  possible  misunderstanding  whether  you  have 
any  income  in  any  manner,  that  is,  whether  you  receive  any  money 
in  any  manner  from  any  of  the  companies  whose  names  have  been 
mentioned  here  with  which  the  Mutual  Life  is  connected,  apart, 
of  course,  from  dividends  upon  your  stock  interest?  A.  None 
other  than  the  usual  fee  of  ten  dollars  which  is  paid  directors  for 
attending  meetings. 

Q..  Now,  then,  if  you  will  take  up  the  list  Exhibit  50  for  iden- 
tification and  tell  me  whether  you  have  had  any  interest  in  any 
of  the  syndicates  there  mentioned? 

(Witness  examines  list  handed  to  him  by  Mr.  Hughes.) 

A.  I  have  not. 

Q.  You  are  conversant  with  the  securities  which  have  been 
purchased  by  the  Mutual  Life  in  the  last  few  years,  I  presume, 
that  is,  you  knew  of  their  purchase  when  they  were  made?  A. 
As  reported  by  the  Finance  Committee,  yes. 
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Q.  Have  you  any  participation  in  any  syndicate  in  cases  where 
the  Mutual  Life  purchased  any  stocks  or  bonds  from  the  syn- 
dicate managers?    A.  No,  sir. 

Q.  ISTever  have  been  a  participant?    A.  iN'ever  have  been. 

Q.  Among  the  companies  in  which  the  Mutual  Life  has  an 
interest  is  the  National  Safe  Deposit  Co.  How  long  has  the 
Mutual  Life  been  interested  in  that  Company  ?  A.  The  Company 
was  formed  when  the  extension  of  the  building  was  built,  about 
I  should  say,  ten  years  ago.    A  Company  was  formed . 

Q.  Who  formed  it?  A.  I  don't  know  who  the  stockholders 
are.  The  Mutual  Life  has  a  very  small  interest  of  stock  in  it, 
and  the  stock  was  subscribed  to  by  various  individuals.  I  don't 
know  what  the  stock  of  the  Company  is  —  it  is  $100,000. 

Q.  You  are  a  director  of  that,  are  you  not?  A.  Well,  the 
business  consists  in  renting  boxes,  not  a  very  active  business  or 
intere&ting  business. 

Q.  No,  but  you  have  —  do  you  lease  the  vaults  to  that  Com- 
pany, does  the  Mutual  Life  lease  them?  A.  The  Mutual  Life 
leases  the  vaults. 

Q.  I  should  like  to  have  the  lease  produced,  and  if  therc^  is 
more  than  one,  the  leases,  since  the  organization  of  that  company. 

THE  WITNESS :  Mr.  Preller,  will  you  produce  the  lease  of 
the  Mutual  Life  Insurance  Co.  to  the  National  Safe  Deposit  Co.  ? 

ME.  PEELLER:    Yes,  I  will  get  it. 

ME.  HUGHES :  The  leases  from  the  time  of  the  organization 
of  the  National  Safe  Deposit  Co.  if  there  are  more  than  one. 

Q.  You  might  state  now,  if  you  know,  whether  it  is  a  flat  rental 

or  whether  it  gives  the  Mutual  Life  any  interest  in  the  income 

from  the  renting  of  boxes  ?     A.  No,  sir,  it  is  a  flat  —  it  is  a 

tenant  like  any  other.    The  Mutual  Life  owns  a  small  amount  of 

stock.    I  forget  what  it  is.    That  is  all. 

Q.  The  New  York  Stock  Company  was  referred  to  by  me  a 
moment  ago  and  I  believe  you  said  you  had  some  interest  in  the 
securities  of  that  Company?  Do  you  recall  the  organization  of 
the  Brooklyn  Wharf  &  Warehouse  Company  ?  A.  No,  sir,  I  did 
not. 

Q.  Did  you  have  anything  to  do  with  it  ?    A.  No,  sir. 

Q.  Did  you  or  any  officer  of  your  Company  receive  any  se- 
curities that  were  issued  at  that  time?  A.  I  cannot  speak  for 
any  one  else.    I  did  not. 
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Q.  How  did  the  Interest  yon  had  in  the  securities  of  tlie  ISTew 
York  Stock  Co.  come  to  be  obtained  by  you?  A.  I  bought  in  the 
open  market  $10,000  of  the  bonds,  I  believe,  and  then  from  time 
to  time  increased  those  purcliases,  and  I  believe  at  one  time  I 
owned  $30,000  worth  of  the  bonds  which  I  bought  in  the  open 
market. 

Q.  What  officer  of  your  Company  has  charge  of  its  real  estate 
operations?  A.  The  By-Laws  provide,  I  believe,  that  the  care 
of  real  estate  is  in  the  treasurer's  hands.  Mr.  Eonda,  who  is  third 
vice-president,  really  devotes  himself  to  the  renting  part  —  to  the 
renting  of  the  Company's  buildings  in  N"ew  York. 

Q.  Has  the  Company  from  time  to  time  acquired  through  fore- 
closure or  otherwise  a  considerable  amount  of  property  in 
Brooklyn?  A.  I  believe  at  one  time  they  did  have  considerable 
property. 

Q.  How  long  ago  ?  A.  Well,  it  has  not  been  since  I  was  a  trus- 
tee of  the  Company. 

Q.  By  the  way,  when  did  you  begin  to  serve  as  a  trustee  of  the 
Company?  A.  July,  1903,  sir;  when  I  was  made  general 
manager,  two  years  ago. 

Q.  Was  the  acquisition  of  this  property  in  Brooklyn  before 
1900,  so  far  as  you  know?  A.  It  was,  so  far  as  I  know.  It  is 
something  I  know  nothing  about. 

Q.  Who  would  have  charge  of  that  real  estate  or  be  familiar 
with  the  transactions  relating  to  it?  A.  The  comptroller  of  tho 
Company,  Mr.  Richards. 

Q.  Had  that  real  estate  been  disposed  of  before  you  became  a 
trustee  of  the  Company?     A.  I  believe  it  had. 

Q.  Do  you  know  how  it  had  been  disposed  of?  A.  I  have  not 
any  knowledge  of  it,  Mr.  Hughes,  no.  It  was  before  I  evei' 
attended  a  meeting  of  the  finance  committee  or  had  any  knowl- 
edge of  it. 

Q.  What  officer  of  your  Company  would  have  first-hand 
knowledge  of  the  disposition  that  was  made  of  the  Brooklyn  real 
estate?  A.  The  comptroller  of  the  Company,  Mr.  Eichards, 
would  know.     He  is  the  head  of  the  real  estate  department. 

Q.  In  connection  with  the  general  agency  matters  to  which 
we  referred  a  moment  ago,  what  has  come  to  your  attention  with 
regard  to  the  practice  of  agents  in  offering  rebates?  A.  The 
practice  of  rebating  does  exist,  there  is  not  any  doubt  about  it,  it 
does  exist.    But  so  far  as  I  know,  all  the  companies  try  to  the  best 
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of  their  ability  to  have  it  discontinued.  Thej'  are  opposed  to  it, 
and  in  every  agent's  contract  with  the  Mutual  Life  he  is  forbidden 
from  rebating  under  penalty  of  dismissal.  The  rules  and  regula- 
tions— Mr.  Dexter  called  my  attention  to  the  fact  that  the  rules 
and  regulations  which  are  made  part  of  the  appointment  of  the 
agent  and  whigh  he  signs,  ISTo.  23,  is  as  follows:  Rebates  on 
premiums  in  any  manner  whatsoever,  either  directly  or  indirectly, 
positively  forbidden,  and  it  will  subject  the  offender  to  dismissal. 

Q.  What  has  come  under  your  observation  as  to  the  granting 
of  rebates  in  the  Mutual  business  while  you  have  been  general 
manager?  Have  you  detected  any  thing  of  the  sort?  A.  Noth- 
ing of  my  own  absolute  knowledge,  no. 

Q.  Have  you  ever  dismissed  any  agent  for  rebating  ? 

THE  WITNESS:  Mr.  Dexter,  have  we? 

MR.  DEXTER:     Yes. 

Q.  How  many? 

THE  WITNESS:  You  will  have  to  ask  Mr.  Dexter.  He  is 
superintendent  of  that  branch. 

MR.  DEXTER:  I  should  be  unable  to  answer  that  definitely. 
It  is  of  more  or  less  frequent  occurrence. 

Q.  How  is  this  matter  of  rebating  brought  to  your  attention, 
how  has  it  been  brought  to  your  attention,  how  do  you  discover 
it?  A.  If  I  could  be  excused  from  quoting  the  name  of  the  com- 
pany, or  the  name  of  the  individual,  if  you  will  permit  me  to  tell 
you  an  occurrence  which  happened  on  the  3d  of  October,  three 
years  ago,  I  should  be  glad  to  do  so. 

Q.  Go  on.     A.  May  I  be  excused  ? 

Q.  Is  it  your  own  Company?     A.  It  is  not. 

Q.  Or  your  own  agents?     A.  It  is  not. 

Q.  Well,  state  the  facts.  A.  A  gentleman  who  is  insured  in 
the  Mutual  Life  Insurance  Company  for  $250,000  has  paid  four 
premiums;  I  know  him  from  a  slight  acquaintance.  He  came 
in  to  see  me  on  the  3d  of  October  and  said  his  premium  in  the 
Mutual  Life  was  about  due  and  that  he  had  been  offered — he 
had  been  told  that  if  he  would  take  $250,000  in  another  com- 
pany, mentioning  the  name,  and  drop  ours,  that  it  would  not 
cost  him  anything  the  first  year,  and  he  came  in  to  see  what 
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we  would  do  and  what  rebate  we  would  make  him  on  the  pay- 
ment of  his  fifth  premium.  I  told  him  we  would  not  make  him 
any  rebate,  and  I  tried  to  show  him  how  doing  that  sort  of  busi- 
ness, even  if  he  got  his  insurance  for  nothing  the  first  year,  how 
in  the  end  he  was  going  to  lose  money  and  had  better  stay  where 
he  was,  and  he  says  "I  will  think  about  it"  and  went  out. 

Q.  Are  you  through  with  that?  A.  That  is  the  end  of  my 
story,  sir,  yes. 

BY  THE  CHAIEMAN: 

Q.  That  leaves  me  breathless  with  suspense.  I  do  not  see  how 
that  has  anything  to  do  with  the  dismissal  of  an  agent  for  re- 
bating? A.  Mr.  Hughes  asked  to  what  extent  I  knew  of  its 
existence  and 

ME.  BECK:  The  question  was  how  it  came  to  his  knowledge 
that  it  existed. 

Q.  Is  that  the  extent  of  your  knowledge  on  the  subject  of  re- 
bating?    A.   It  is  commonly  reported  in  the  business. 

Q.  I  would  like  to  ask  one  question  before  we  adjourn.  What 
efforts  do  you  make  to  ascertain  whether  or  not  rebating  is  going 
on  among  your  agents?  A.  We  distinctly  forbid  their  doing  so 
on  pain  of  dismissal,  but  apart  from  that  there  is  not  anyway. 
It  does  not  come  to  our  knowledge. 

Q.  You  make  no  active  efforts  to  ascertain  ?  A.  I  know  of 
none,  I  know  of  no  way  of  doing  it. 

BY  ME.  HUGHES: 

Q.  One  more  question,  inasmuch  as  the  inquiry  has  gone  to 
this  extent  now.  What  supervision  do  you  have  over  C.  H. 
Eaymond  &  Company's  transactions  and  their  relations  to  their 
sub-agents?  Do  you  know  what  sub-agents  they  have?  Do  you 
exercise  any  control  of  C.  H.  Eaymond  &  Company's  agents  ? 
A.  Under  this  contract  which  I  made  with  them,  whereby  the 
company  was  to  rent  branch  oiEces  not  to  exceed  $150,000,  those 
agents  have  been  appointed  with  the  approval  and  with  the  assist- 
ance of  Mr.  Dexter,  the  superintendent  of  domestic  agency  depart- 
ment. There  are  other  agents,  their  agents  that  they  were  em- 
ploying under  their  general  agency  contract,  the  company  lias  no 
direct  dealings  with  them. 
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Q.  So  prior  to  this  modification  of  the  Raymond  contract, 
which  gave  you  the  opportunity  to  establish  branch  offices,  and 
with  reference  to  the  sub-agents  appointed  by  Raymond  &  Com- 
pany directly,  you  exercised  no  control  over  them  ?    A.  None. 

Q.  Ton  do  not  know  what  they  have,  you  neither  employ  them 
nor  dismiss  them.    A.  ISTo. 

Q.  You  make  no  effort  to  ascertain  whether  they  rebate  or  not  ? 
A.  We  do  not. 

Q.  Tour  relations  are  entirely  in  such  a  case  with  Raymond  & 
Company?    A.  Yes. 

Q.  And  that  is  true  generally  in  regard  to  the  general  agency 
system ;  you  establish  your  relations  with  the  general  agent,  and  he 
looks  after  the  agents  ?    A.  Under  the  general  agency  system,  yes. 

THE  CHAIRMAlSr:  The  Committee  will  have  a  meeting  im- 
mediately in  the  adjoining  room.  We  will  now  take  a  recess 
until  2.15  P.  M; 


AETER  RECESS. 

Senator  Armstrong  in  the  Chair. 

MR.  HUGHES:  While  we  are  waiting  for  Mr.  McCurdy  I  will 
ask  Mr.  Preller  to  take  the  stand. 

CHARLES  A.  PRELLER,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Preller,  you  are  the  Auditor  of  the  Mutual  Life  In- 
surance Company?     A.  Yes,  sir.  ,^ 

Q.  How  long  have  you  been  auditor?     A.  Since  July,  1893. 

Q.  What  do  you  do  as  auditor?  A.  I  have  charge  of  the  ac- 
counts of  the  company. 

Q.  Well,  in  taking  charge  of  the  accounts  precisely  what  do 
you  do.  A.  See  that  the  charges  are  made  to  the  proper  a- 
counts,  and  that  I  have  authorized  vouchers  for  the  charges  so 
made. 

Q.  You  have  vouchers,  authorized  vouchers,  for  all  charges 
that  are  made?     A.  Yes,  sir. 
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Q.  You  are  responsible  to  the  company  for  proper  bookkeep- 
ing?    A.  Yes,  sir. 

Q.  Have  you  tbe  account  here  ■which  will  show  the  details  of 
the  expenditures  that  are  grouped  in  the  annual  report  of  the 
company  under  the  heading  of  advertising,  printing,  stationery 
and  postage,  and  aggregating  last  year  $1,134,833.76?  A.  I 
have  got  a  book  that  shows  part  of  it. 

Q.  Will  you  produce  the  book,  please?  (Book  produced  by 
the  witness.) 

Q.  What  is  this  book  which  you  now  produce  ?  A.  This  is  a 
blotter  of  the  bills  that  passed  through  the  authorization  of  the 
Committee  on  Expenditures. 

Q.  Is  that  the  book  of  original  entry.     A.  Yes,  sir. 

Q.  In  what  books  are  postings  made  from  that  ?  A.  Into  the 
cash  book  journal  and  ledger. 

Q.  These  expenses  are  entered  in  the  blotter  that  you  now 
have  chronologically  as  they  occur?    A.  Yes,  sir. 

Q.  And  then  they  are  distributed  among  the  accounts  to 
which  they  belong?    A.  No.     This  is  a  tabulated  record  here. 

Q.  You  mean  that  the  accounts  are  classified  in  the  blotter? 
A.  Yes,  sir. 

Q.  Will  you  turn,  please,  to  the  account  which  shows  part  of 
the  item  which  I  have  mentioned,  that  is,  the  advertising,  print- 
ing, stationery,  and  postage  ?  A.  Well,  I  might  say,  Mr.  Hughes, 
that  this  is  a  weekly  record.  The  Committee  on  Expenditures 
holds  a  meeting  once  a  week  and  passes  on  the  bills  and  this  is 
added  as  shown  each  week. 

Q.  Now  how  many  accounts  are  there  which  enter  into  this 
item  in  your  published  report  of  advertising,  printing,  stationery 
and  postage?  A.  Well,  there  is  an  advertising  account;  there 
is  a  printing  account  and  there  is  a  postage  and  telegrams  account. 

Q.  Any  other  account?     A.  Will  you  repeat  your  question? 

Q.  What  accounts  are  there  which  embrace  items  which  go  to 
make  up  this  total  in  your  published  report  of  $1,134,833.76  ? 
A.  Well,  those  three  accounts,  advertising,  printing  and  stationery 
is  one  account. 

Q.  Now,  what  was  the  amount  expended  for  advertising  in 
1904  ?  A.  Well,  have  you  got  the — well,  I  will  have  to  get  that 
from  the  general  ledger.  I  didn't  know  you  wanted  that  amount ; 
I  thought  you  had  it  here. 

Q.  Have  yoti  got  the  general  ledger  here?  A.  No,  sir,  but  I 
can  get  it.     I  can  send  for  it  right  away. 
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Q.  Will  the  general  ledger  show  all  the  accounts  for  1904? 
A.  Yes,  sir. 

Q.  Is  there  one  volume  of  the  general  ledger  for  1904  showing 
the  accounts?     A.  Yes,  sir. 

Q.  And  you  have  the  blotter  for  1904  ?  A.  This  is  the  blotter 
for  1904. 

Q.  And  that  shows  all  the  original  entries  of  the  items  posted 
in  the  general  ledger?  A.  All  that  passed  through  the  Committee 
on  Expenditures. 

Q.  What  other  items  would  there  be?  A.  Items  that  come 
through  the  accounts  of  the  branch  offices  and  general  agents. 

Q.  But  the  home  office  accounts  are  all  embraced  in  this  blot- 
ter?   A.  Everything  that  is  paid  in  the  home  office. 

Q.  If  you  will  send  for  that  general  ledger  of  1904,  I  will  be 
glad  to  have  it. 

THE  CHAIRMAN :  I  understand,  Mr.  Hughes,  that  this  book 
contains  only  weekly  summaries. 

Q.  Is  that  so?     A.  Yes. 

Q.  In  putting  down  the  weekly  siimmaries  do  you  put  down 
the  items  of  which  they  are  composed  ?     A.  .Oh,  yes. 

Q.  In  other  words,  if  I  want  to  know  if  a  thousand  dollars  has 
been  disbursed  for  advertising  say  on  March  31st,  1904,  will  that 
book  show  it  ?     A.  Yes,  sir. 

Q.  And  to  whom  it  was  paid?    A.  Yes,  sir. 

Q.  And  all  the  details.  So  the  weekly  summarization  of  it  is 
merely  a  summary  of  items  appearing  in  the  book  itself?  A.  That 
is  all. 

Q.  If  you  will  send  for  the  general  ledger  so  that  we  can  have 
it  down  here.  To  what  account  is  the  item  of  $364,254.95  stated 
in  your  report  for  1904  to  have  been  expended  for  legal  expenses 
charged?     A.  Legal  expenses. 

Q.  Does  that  include  moneys  paid  to  lawyers  in  other  States? 
A.  Yes,  sir. 

Q.  How  many  lawyers  in  the  States  were  paid  by  your  Com- 
pany in  the  year  1904?     A.  I  don't  know. 

Q.  Well,  you  know  who  were  paid,  do  you  not?  You  audited 
the  vouchers.  A.  I  cannot  answer  that.  The  general  solicitor 
i-an  tell  you  that. 

Q.  Then  you  make  all  payments  to  the  general  solicitor  for 
legal  expenses.     Well,  has  anybody  received  under  any  retainer 
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from  the  Mutual  Life  directly  moneys  during  tlie  year  1904,  ex- 
cept the  general  solicitor?     A.  I  don't  know. 

Q.  Well,  it  is  a  matter  that  would  come  under  your  sui)orvision, 
would  it  not?  A.  Well,  Mr.  Hughes,  let  me  say  that  all  I  had 
to  do  with  these  matters  is  to  take  the  vouchers  that  are  given 
me  properly  O.K.'d  and  have  them  charged  up  to  the  accounts  to 
which  they  belong. 

Q.  Exactly.    A.  I  don't  know  anything  further  than  that. 

Q.  Well,  I  shouldn't  think  you  would  need  to  know  more  than 
that  to  tell  me  what  lawyers  have  been  paid?  A.  Well,  I  can't 
answer  that  question.  Any  lawyer  whose  voucher  is  given  me 
properly  O.K.'d. 

Q.  You  mean  you  don't  remember  that?     A.  jSTo,  sir. 

Q.  You  did  know,  of  course,  at  one  time,  as  you  O.K.'d  or 
passed  upon  the  voucher  or  checked  the  voucher?  A.  I  clnrgi'd 
them  up  as  they  were  given  me  for  that  purpose. 

Q.  Now,  was  there  any  lawyer  or  firm  of  lawyers,  in  1904,  that 
to  your  recollection  was  paid  by  the  Mutual  Life  other  than  ths 
general  solicitor?    A.  For  legal  services? 

Q.  For  anything?  A.  Well,  of  course,  whatever  bills  wpre 
sent  to  me  to  put  before  the  committee  were. 

Q.  Well,  who  were  they  so  far  as  you  can  recall  them,  A.  I 
can't  recall  them. 

Q.  Cannot  recall  any  of  them  ?  A.  Not  without  reference  to 
the  vouchers  themselves. 

Q.  Are  there  any  lawyers  under  annual  retainers  by  the  Mu- 
tual Life  ?     A.  I  don't  know,  sir. 

Q.  What  ?     A.  I  do  not  know. 

Q.  Are  there  any  lawyers  who  are  paid  yearly  a  certain  sum  of 
money  by  the  Mutual  Life  ? 

MR.  BECK :  Do  you  mean  outside  of  the  regular  Legal  De- 
jiartment  ? 

MR.  HUGHES :  I  mean  by  check  which  this  auditor  sees,  or 
the  voucher  which  comes  under  his  observation. 

A.  Well,  I  can  recall  one. 
Q.  Who  is  he  ?     A.  Mr.  Charles  E.  Miller. 
Q.  Yes,  in  what  connection?     A.  In   connection   with  what, 
sir? 
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Q.  Why,  with  suits,  legal  services?     A.  As  far  as  I  know. 

Q.  Now,  just  turn,  if  you  will,  to  the  legal  expense  account  in 
this  blotter  that  you  have  here  ?     A.  For  what  purpose  ? 

Q.  For  what  purpose  ?     A.  Yes,  sir. 

Q.  So  that  we  can  see  what  is  in  it  ?     A.  Oh. 

Q.  Have  you  got  it  before  you  ?     A.  Yes,  sir. 

Q.  Is  it  there  at  this  page?  A.  Do  you  mean — if  you  will 
explain  what  you  mean,  Mr.  Hughes,  I  will  turn  to  it. 

Q.  I  mean  to  ask  you  to  turn  to  the  particular  page  of  the 
blotter  which  will  show  entries  charged  to  legal  expenses  ?  A. 
Why,  they  are  all  through  the  books. 

Q.  Are  the  items  not  gTOuped  under  headings  here  and  classi- 
fied? A.  Yes,  sir;  but  I  explained  a  few  moments  ago  that  they 
were  tabulated  and  made  up  weekly.  If  you  will  look  around 
here  I  can  show  it  to  you.     See,  they  are  tabulated. 

Q.  Though  you  would  have  to  wait  for  the  ledger A.  To 

see  the  total  amount. 

Q.  To  get  the  total  amount,  and  the  various  items  in  the  ledger 

Q.  To  get  the  total  amount,  and  the  various  items  in  the  ledger, 
could  be  traced  back  to  this  book  ?     A.  Yes,  sir. 

Q.  I  see.  So  they  are  not  grouped  in  this  book  except  by 
weekly  tabulations  and  the  items  are  stated,  is  that  it?  A.  The 
items  are  stated  weekly. 

Q.  Now,  for  example,  I  find  here  under  date  of  February  I7th, 
1904,  $1,595.15  Law.     A.  Yes,  sir. 

Q.  Those  items  will  appear A.  There  (witness  indicat- 
ing in  book). 

Q.  Mr.  Preller,  referring  to  the  entries  in  the  book  under  date 
of  January  13th,  1904,  appears  an  entry  under  law  expenses  of 
W.  A.  Fricke,  $5,000.  Who  is  he?  A.  I  don't  know,  sir.  I 
can't  say.     I  can't  answer  these  questions  offhand. 

Q.  Well,  what  State  is  he  in  ?     A.  I  don't  know  that. 

Q.  Is  he  in  Wisconsin  ?     A.  I  don't  knovv',  sir. 

Q.  Don't  know  anything  about  it  ?  A.  As  I  explained  before, 
Mr.  Hughes,  these  vouchers  simply  come  to  me,  and  I  enter  them 
up,  as  they  come  fully  0.  K.'d. 

Q.  Who  is  W.  J.  Holden  ?     A.  I  don't  know,  sir. 

Q.  I  see  an  entry  January  27th,  1904,  of  $1,000.  Who  is 
James  F.  Pierce?  A.  James  F.  Pierce,  well,  he  is  a  lawyer,  or 
was. 

Q.  Well,  what  was  this  payment  for  that  I  jind  under  date 
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of  January  27th,  1904?  A,  I  don't  recall  without  referring  to 
the 

Q.  I  find  under  date  of  January  30th,  1904,  an  entry  under 
the  head  of  law  expenses,  Robert  Olyphant,  Chairman,  $25,000. 
What  was  that  for?     A.  I  don't  know,  sir. 

Q.  Why  should  that  be  paid  to  Robert  Olyphant,  Chaii-man  ? 
What  was  he  Chairman  of?  A.  Chairman  of  the  Committee  on 
Expenditures. 

Q.  For  what  reason  should  there  be.  a  payment  to  the  Chairman 
of  the  Committee  on  Expenditures  of  $25,000?  A.  I  don't  know, 
sir. 

Q.  Do  the  vouchers  that  you  received  show  anything  more  in 
the  case  of  legal  services  than  that  they  are  for  legal  services? 
A.  Show  any  more? 

Q.  Anything  further  than  the  general  fact  that  the  service 
was  a  legal  service?  Does  it  show  the  character  of  the  service, 
the  nature  of  the  matter  in  which  the  service  was  rendered?  A. 
In  most  cases  they  do. 

Q.  ISTow,  when  you  maike  a  payment  of  $25,000,  to  Robert 
Olyphant,  Chairman,  what  kind  of  a  voucher  do  you  get?  A.  I 
get  a  voucher  signed  by  Mr.  Olyphant  as  Chairman  of  the  Com- 
mittee. 

Q.  Showing  what?  A.  Showing  that  he  has  had  that  amount 
of  money  given  to  him  for  purposes  which  I  don't  know. 

Q.  Does  the  Committee  on  Expenditures  keep  any  minutes  of 
its  proceedings?    A.  Yes,  sir. 

Q.  Who  keeps  those  minutes?    A.  I  do. 

Q.  You  do?     A.  Yes,  sir. 

Q.  Well,  was  this  matter  of  the  payment  of  $25,000  to  the 
Chairman  before  th?it  Committee?    A.  Yes,  sir. 

Q.  Will  you  send,  please,  for  the  book  containing  the  minutes 
of  the  Committee  on  Expenditures?  Can  we  have  that  brought 
down?  Well,  do  you  recall  what  was  brought  up  in  the  meeting 
with  reference  to  that?    A.  No,  sir. 

Q.  Not  the  slightest  idea  what  that  was  for?    A.  No,  sir. 

Q.  I  find  under  date  of  August  31st,  1904,  another  entry, 
Robert  Olyphant,  $25,000,  Tvithoiit  the  addition  of  "  chairman." 
Do  you  know  what  that  was  for?    A.  No,  sir. 

Q.  Was  there  any  voucher  for  that  other  than  the  fact  that 
Robert  Olyphant  got  that  amount  of  money  for  something  you 
(lid  not  know  anything  about?  A.  The  same  voucher  —  I  had  a 
voucher  in  both  cases  passed  before  the  Committee. 
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BYTHECHAIEMAN: 

Witness,  I  suppose  you  mean  that  your  duties  to  this  Com- 
mittee are  purely  clerical  and  you  enter  what  transpires  in  the 
Committee  in  purely  a  clerical  capacity  without  exercising  any 
discretion  or  judgment  about  it?    A.  Yes,  sir. 

BY  MR.  HUGHES: 

Q.  I  find  another  item  under  date  of  November  9th,  1904, 
Eobert  Olyphant,  Chairman,  $250,000.  Do  you  make  the  same 
answer  as  to  that  as  to  the  other  items?    A.  Yes,  sir. 

Q.  ITow,  are  all  the  legal  expenses  which  aggregate  in  your 
published  statement  $364,254.95  entered  in  this  blotter  under 
the  head  of  Law?    A.  No,  sir. 

Q.  Where  are  the  other  legal  expenses  that  enter  into  the  item 
in  your  report  that  you  included  here?  A.  They  are  taken  from 
the  report  of  the  foreign  department  and  from  the  report  of  the 
domestic  agencies. 

Q.  We  had  a  reference  yesterday  to  a  sum  of  $2,500  that  had 
been  paid  out  in  a  political  contribution.  Where  is  that  entered! 
A.  What  was  that? 

Q.  A  payment  to  the  Congressional  Committee?  A.  I  don't 
know. 

Q.  Do  you  know  of  the  payment?    A.  No,  sir. 

Q.  Well,  do  you  mean  by  that  that  it  never  came  under  your 
attention,  a  payment  to  Chairman  Babcock  of  the  Congressional 
Committee?    A.  Yes. 

Q.  Then  it  never  come  under  your  attention?    A.  No. 

Q.  Never  heard  of  it?     A.  Never  heard  of  it. 

Q.  Well,  how  do  you  book  matters  which  are  disbursed  by 
executive  ofiicers  on  executive  order?  A.  Through  the  medium 
of  that  book  there. 

Q.  Is  there  any  special  account  kept  of  those?  A.  They  are 
charged  to  one  or  other  of  the  accounts  which  are  tabulated  as  the 
heading  shows. 

Q.  Have  you  a  tabulation  at  the  end  of  the  year  of  these  various 
accounts  agregating  the  monthly  totals  or  weekly  totals?  A.  A 
tabulation — ^those  accounts  are  posted  into  the  cash  book,  and 
from  the  cash  book  into  the  journal  and  from  the  journal  into  the 
ledger,  which  will  show  the  total  of  each  month. 

Q.  Now  you  or  someone  in  your  Company  knows  whether 
$2,500  was  booked,  and  I  would  like  your  Company  to  produce 
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him.  If  you  are  not  the  man  who  can  state,  I  want  tlie  Company 
to  have  someone  who  can  state  it  brought  here?  j^.  Was  it  Mr. 
Thummel  who  made  the  statement? 

Q.  Yes.     A.  He  must  know. 

Q.  No;  he  says  he  does  not  know  how  it  was  booked?  A. 
There  is  no  date  given.     I  could  not  tell  now. 

Q.  I  think  you  have  ways  of  getting  information  which  will 
enable  you  to  inform  us  on  that  point,  and  I  shall  exj)ect  your 
Company  to  do  it.  The  fact  is  that  the  payment  was  made,  and 
I  want  to  know  how  it  was  booked. 

(At  this  point  a  book  was  produced  by  a  representative  of  the 
Company.) 

Q.  I^ow  is  there  another  account  to  which  charges  are  made 
for  payments  to  an  officer  of  the  Company  other  than  payments  to 
Mr.  Olyphant?     A.  No,  sir. 

Q.  That  is,  I  mean  that  are  imder  this  head?     A.  JSTo,  sir. 

Q.  Are  there  any  accounts  to  which  payments  are  charged  for 
other  than  legal  expenses  when  payments  are  made  to  Mr.  Oly- 
phant?    A.  Not  that  I  recall  now. 

'Q.  Do  the  salaries  appear  in  this  book?     A.  Yes. 

Q.  Whereabouts?     A.  Here.     (Witness  indicates.) 

Q.  You  point  to  an  item  of  salaries  for  1904  aggregating 
$1,002,720.10.  How  are  the  salaries  of  the  executive  officers  paid, 
in  what  installments?     A.  Paid  by  the  cashier. 

Q.  In  what  installments,  monthly  or  quarterly  or  semi-annu- 
ally ?     A.  As  far  as  I  know,  semi-monthly. 

Q.  Semi-monthly?     A.  Yes. 

Q.  Do  they  appear  in  this  blotter?     A.  Yes. 

Q.  Will  you  show  me,  please,  the  months — take  December, 
1904. 

(Witness  indicates.)     A.  There  are  not  items  in  this  book  at  all. 

Q.  There  are  no  items  in  this  book  relating  to  salaries?     A.  No. 

Q.  They  are  kept  by  the  cashier?     A.  Yes. 

Q.  How  does  he  keep  them?  A.  You  will  have  to  ask  him 
that.     I  don't  know.     He  has  got  his  own  records,  is  all  I  know. 

Q.  Do  you  mean  in  payrolls?     A.  Yes. 

Q.  And  these  payrolls  are  made  up  monthly?  A.  Semi- 
monthly. 

Q.  You  think  that  the  president's  salai'y  is  paid  semi-monthly? 
A.  I  don't  know,  sir. 
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,  MK.  HUGHES:  What  is  the  fact  as  to  that?  Please  send  for 
the  payroll  of  December,  1904,  and  we  will  see  if  we  can  get  the 
facts  about,  and  if  that  does  not  show  what  the  salaries  are 

ME.  BECK:  Do  you  want  merely  the  salaries  of  the  executive 
officers? 

MR.  HUGHES:   Yes. 

MR  BECK:  You  asked  me  to  produce  it,  and  I  did.  (Pro- 
ducing paper.) 

MR.  HUGHES:   I  offer  that  in  evidence. 

(Paper  marked  Exhibit  264.  Exhibit  264  will  be  found  in  the 
book  of  exhibits.) 

MR.  HUGHES:  This  sheet  gives  the  salaries  of  the  president, 
two  vice-presidents,  sceond  vice-president,  third  vice-president, 
general  manager  and  treasurer  from  1877  to  1905  as  follows. 
President's  salary  —  I  will  read  the  columns  as  they  appear  here, 
giving  the  salaries  of  all  the  officers  named  who  received  salaries 
during  the  years  mentioned.     (Exhibit  read.) 

Q.  Now,  have  you  the  minutes  of  the  Finance  Committee 
which  show  the  provisions  for  the  salaries?  I  should  like  to  have 
those  minutes  produced  of  the  Finance  Committee  or  other  com- 
mittee that  fixes  the  salaries  that  are  mentioned  here.  Now,  there 
are  produced  the  minutes  of  the  Executive  Committee.  These 
are  the  minutes  to  which  you  referred  a  moment  ago  as  kept  by 
you?    A.  Yes,  sir. 

Q.  These  minutes  simply  show  that  salaries  amounting  to  suras 
stated  were  approved  ?    A.  Yes. 

Q.  Then  the  amounts  are  given  in  aggregates  with  reference 
to  the  particular  title  to  which  they  relate  ?    A.  Yes,  sir. 

Q.  Those  are  all  the  minutes  that  are  kept  ?    A.  Those  are  all. 

Q.  For  example,  one  on  January  30th,  1904,  Robert  Olyphant 
Chairman  was  paid  $25,000.  That  was  charged  to  the  legal 
expense  account.  The  item  with  other  items  aggregating  $107, 
appear  in  the  minutes  of  the  Expenditures  Commitee  simply  as 
"Law  $25,107."      A.    Correct,  sir. 

Q.  And  all  you  had  to  do  with  it  was  simply  to  register  the 
amounts  that  were  stated  at  the  meetings  and  to  perform  tho 
services  of  seeing  that  those  amounts  were  properly  entered  in 
the  books?    A.  That  is  all,  sir. 
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Q.  You  had  nothing  to  do  and  didn't  know  anything  abont  tho 
purposes?    A.  No,  sir. 

Q.  And  of  course  were  in  no  position  to  either  approve  or  dis- 
approve of  the  payment?    A.  No,  sir. 

Q.  So  there  is  nothing  in  the  minutes  of  the  expenditures  com- 
mittee which  would  at  any  time  show  what  any  particular  pay- 
ment was  for  except  as  the  heading  of  the  account  to  which  it 
is  charged?    A.  That  is  all. 

MR.  HUGHES:    That  is  all  for  the  present,  Mr.  Preller. 

BY  MR.  ROGERS: 

Q.  Mr.  Preller,  your  position  is  that  of  auditor?    A.  Yes,  sir. 

Q.  Is  that  the  title  of  your  position?    A.  Yes,  sir. 

Q.  How  long  have  you  held  it?    A.  Since  1893. 

Q.  And  you  were  with  the  Company  prior  to  that?  A.  Yes, 
sir. 

Q.  Y/hat  is  your  present  salary?     A.  $10,000. 

Q.  And  you  have  drawn  that  for  how  long  ?  A.  I  think  since 
1889. 

BY  MR.  HUGHES: 

Q.  Just  before  you  leave  the  stand  tell  me  whether  these  are 
the  original  minutes  kept  by  you,  or  whether  there  were  any 
other  minutes  at  any  time  of  these  meetings  kept  by  you  ?  A. 
These  are  tlie  minutes  that  are  kept. 

Q.  Those  are  the  only  minutes  that  you  have  ever  had  ?  A. 
Those  are  the  only  minutes  of  any  of  those  meetings. 

Q.  That  you  have  ever  had?  A.  That  are  shown  here.  This 
is  only  for  the  year,  you  know. 

Q.  Oh,  I  imderstand  that. 

MR.  HUGHES:  Mr.  McCurdy,  will  you  resume  the  stand, 
please. 

ROBERT  H.  McCURDY,  recalled,  testifies  as  follows: 

THE  WITNESS:  Here  are  the  leases  you  asked  for,  Mr. 
Hughes. 

MR.  BECK:  Mr.  Chairman,  while  Mr.  Hughes.is  looking  for 
his  next  question,  in  connection  with  these  increases  of  salaries 
wouldn't  it  be  fair  to  note  upon  the  record  that  the  witness  can 
testify  the  size  of  this  corporation,  as  measured  by  its  cumulative 
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assets  has  grown  not  only  four-fold,  but  possibly  as  much  ■ — 
well,  I  won't  venture  the  percentage  —  but  I  think  if  the  witness 
is  permitted  to  say  what  the  accumulated  assets  were  in  1877 
and  what  they  are  now  that  might  explain  why  the  salaries  have 
grown. 

ME.  HUGHES:  Certainly,  if  Mr.  McCurdy  would  like  to  make 
a  statement  as  to  that  I  should  be  glad  to  have  him  do  so. 

THE  WITliESS:  Well,  I  don't  think  I  can  give  the  exact 
amount  of  the  assets  in  1877.  They  were  about — Mr.  Preller,  do 
you  know  what  they  were  in  1877  ? 

MK.  HIJGHES:    Well,  we  have  a  statement  here. 

ME.  BECK:    A  little  over  forty  millions. 

THE  WITliESS:    A  little  over  forty  millions. 

ME.  BECK:    And  what  are  they  now,  $450,000,000? 

THE  WITNESS :  $450,000,000. 

ME.  BECK:  I  was  about  to  say  they  had  grown  ten-fold.  I 
wasn't  sure  of  the  percentage. 

ME.  EOGEES:  I  would  like  to  ask  in  that  connection  if  the 
resulting  benefits  to  the  individual  policy-holders  have  grown  in 
like  manner? 

(Laughter  and  applause  from  the  audience.) 

THE  CHAIEMAIST:  ISTow,  there  must  be  no  such  demonstra- 
tion during  this  examination.  The  approval  or  disapproval  of 
the  audience  is  not  of  the  slightest  use  to  the  Committee. 

ME.  EOGEES:  I  asked  the  question  very  seriously,  because 
the  relation  of  the  Company  to  the  individual  policy-holder  in 
each  specific  instance  is,  after  all,  a  very  vital  problem  to  this 
Committee,  and  the  great  accumulation  of  assets,  unless  there  is 
to  some  extent  an  accumulation  of  benefits  to  the  policy-holders, 
is  of  slight  consequence. 

ME.  BECK:  Well,  it  has  already  been  testified,  if  I  may  be 
pardoned  for, answering  the  question,  that  none  of  the  twenty- 
year  endowments  have  yet  matured,  therefore,  it  is  not  to  be 
determined. 
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ME.  EOGEES:    I  grant  you  on  that. 

ME,.  BEOK:  Therefore  it  is  obvious  that  the  growth  of  thif 
great  corporation  in  the  vast  number  of  its  policy-holders  cannot 
be  measured  by  the  mere  question  of  the  contribution  of  any  single 
member.  In  other  words,  his  proportionate  profits  must  bear 
some  relation  to  that  which  he  puts  in.  The  two  things  are  not 
in  analogy,  at  least  it  seems  to  me  so,  and  I  submit  it  respectfully, 

BY  ME.  HUGHES: 

Q.  Well,  .^s  I  understand  it  is  seriously  contended,  Mr.  Mc- 
Curdy,  that  the  salaries  of  the  executive  officers  should  increasp 
XL.  proportion  to  the  accumulation  of  the  assets  of  the  Company? 
A.  I  don't  know  that  the  policy  has  ever  been  defined  in  that  way, 
but  it  would  certainly  seem  reasonable. 

Q.  In  other  words,  the  Mutual  Life  is  constantly  increasing 
its  assets,  is  it  not?    A.  It  is. 

Q.  Have  you  any  limit  in  your  mind  at  which  the  salaries 
should  stop?  A.  I  have  never — ^I  didn't  know  until — as  I  have 
testified  I  didn't  know  what  the  salaries  were. 

Q.  Well,  in  view  of  that,  I  would  not  have  asked  you  the 
question  if  it  had  not  been  suggested  that  you  could  furnish 
some  explanation  in  regard  to  the  policy  of  the  Company  in 
regard  to  increasing  salaries,  and  it  was  suggested  that  the  accu- 
mulations of  the  company  were  increasing  so  rapidly  as  to  justify 
the  increase  of  salaries.  Now,  if  the  Company  goes  on  growing--, 
do  you  think  it  would  be  proper  in  course  of  time  to  increase 
the  President's  salary  to  $250,000?  Have  you  any  idea  in  your 
mind  that  it  should  be  increased  further  as  the  accumulations 
increase?  A.  I  have  never  formulated  any  idea  in  my  mind  as  tf» 
that  subject. 

Q.  Nor  have  you  formulated  any  idea  as  to  why  the  salary 
should  be  increased  to  $150,000  because  of  any  increase  in  accu- 
mulations, have  you?  A.  Only  that  I  think  the  payment  of 
salaries- — the  amount  of  salaries  paid  in  all  corporation  bears 
some  relation  to  the  size  of  the  corporation  and  the  importance 
of  the  duties  fulfilled? 

Q.  Yes.  Anything  further  than  that?  A.  Only  that  it  is  a 
fact  that  small  corporations  pay  small  salaries. 

Q.  Of  course,  in  an  ordinary  business  enterprise  conducted  for 
the  gain  of  the  individuals  who  contribute  to  the  capital,  the 
amount  to  be  paid  for  management  is  generally  considered  wirli 
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reference  to  the  amount  of  profit  made  for  those  individuals,  is  it 
not?    A.  I  don't  know  that  it  is,  sir. 

Q.  Yes.  In  other  words,  as  a  mutual  company  your  Companv 
is  composed  of  policyholders,  and  whether  or  not  salaries  should 
be  increased  depends  entirely  on  whether  it  is  profitable  to  the 
policyholders  to  have  them  increased,  is  not  that  so?  A.  ISTot- 
entirely.  I  think  that  the  responsibility  and  the  duties  that  are 
imposed  by  the  presidency  or  the  vice-presidency  of  a  corporation, 
of  the  size  of  the  Mutual  Life,  the  amount  of  the  salary  ought  to 
bear  some  relation  to  the  size  of  the  corporation  and  the  respon- 
sibilities of  the  office. 

Q.  Your  Board  of  Directors  is  supposed  to  represent  the  policy- 
holders?   A.  Yes. 

Q.  And  in  voting  for  salaries  to  represent  the  wishes  of  the 
policyholders  and  not  the  wishes  of  the  executive  ofiicers,  so  far 
as  their  personal  interests  is  concerned,  and  in  increasing  salaries* 
you  understand  that  it  is  your  obligation  to  have  sole  regard  to 
the  interests  of  the  policyholders,  do  you  not?    A.  Yes. 

Q.  Now,  do  I  understand  that  there  has  been  any  interest  of 
the  policyholders  in  increasing  the  president's  salary  from 
$100,000  to  $150,000,  if  so,  what?  A.  Only,  I  think  as  a  proper 
compensation  for  increased  responsibility. 

Q.  You  think  the  responsibility  increased  in  1900?  A.  The 
trustees  evidently  did,  sir. 

Q.  Well,  did  the  trustees  fix  this  salary?  A.  They  did,  sir,  I 
presume.    I  say  I  didn't  know  of  its  existence. 

Q.  Has  it  ever  been  brought  before  the  Board  of  Trustees  so 
far  as  you  know?    A.  I  couldn't  say. 

Q.  Never  brought  before  the  Board  of  Trustees  at  any  meeting 
that  you  attended?    A.  I  think  it  antedated  1903,  did  it  not? 

Q.  Yes,  but  it  must  be  an  annual  agreement.  A.  I  haven't 
any  recollection  of  it. 

Q.  And  I  think  you  said  this  morning  that  so  far  as  you  knew 
none  of  the  directors  or  trustees  knew  what  the  salaries  were 
except  the  president  and  perhaps  the  members  of  the  Finance 
Committee  back  at  the  time  at  which  it  was  originally  fixed.  A.  I 
think  I  said  the  officers  and  employees  of  the  Company.  I  don't 
kjiow  what  the  trustees  knew. 

Q.  Now,  you  have  produced  here  certain  leases  to  the  National 
Safe  Deposit  Company.  What  space  is  occiipied  in  the  property 
of  the  Mutual  Life  Insurance  Company  by  the  National  Safe 
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Deposit  Company  ?  A.  It  occupies  the  basement  of  the  —  one- 
half  of  the  basement  of  the  Liberty  street  addition,  No.  32 
Liberty  street. 

Q.  Do  you  know  what  the  square  feet  may  be  ?  A.  I  do  not, 
sir. 

Q.  Who  bore  the  expense  of  fitting  up  the  property  for  the  safe 
deposit  uses  ?  A.  I  don't  know,  sir.  I  don't  know  anything  about 
the  real-estate  care  or  management  of  the  business.  It  all  comes 
under  the  third  vice-president  or  the  treasurer. 

ME.  HUGHES :  We  will  note  upon  the  record  the  leases  that 
are  produced.  The  first,  which  we  will  mark  for  identification,  is 
dated  May  1st,  1894. 

(Marked  Exhibit  No.  265,  for  identification.) 

ME.  HUG-HES:  It  is  a  lease  by  the  Mutual  Life  Insurance 
Company  to  the  National  Safe  Deposit  Company  of  the  basement 
in  32  Liberty  Street  to  be  used  as  ofiices  and  safe  deposit  vaults 
and  storage  vaults  in  the  cellar  for  a  term  of  ten  years,  to  com- 
mence May  1st,  1894,  at  a  yearly  rental  as  follows:  First  year, 
$8,500;  second  year,  $9,000;  third  year,  $10,000;  fourth  year, 
$12,000;  fifth  year,  $14,000;  sixth  year,  $16,000;  seventh  year, 
$18,000;  eighth  year,  $18,000;  ninth  year,  $19,000;  tenth  year, 
$20,000. 

The  party  of  the  first  part  agrees  to  supply  steam-warming 
apparatus,  to  cause  the  premises  to  be  cleaned  and  generally 
cared  for  by  the  janitor  without  extra  charge,  and  also  to  furnish 
throughout  the  year  a  reasonable  amount  of  gas  or  electricity  for 
lighting  said  premises. 

Also,  a  further  agreement,  or  lease  which  will  be  marked  for 
identification. 

(Marked  Exhibit  No.  266  for  identification.) 

ME.  HUGHES :  Dated  February  4th,  1897,  reciting  the  lease 
above  mentioned  and  the  desire  of  the  party  of  the  second  part  to 
liave  the  same  modified  and  reciting  that  whereas  under  the 
terms  of  the  lease  the  party  of  the  second  part  is  paying  ten 
thousand  dollars  at  that  time  for  the  said  premises,  it  is  agreed 
that  the  rent  for  the  fourth  year  and  thereafter  shall  be  the  same 
as  the  rent  for  the  current  year,  to  wit  —  $10,000  per  annum, 
instead  of  the  rate  fixed  in  the  contract,  provided  that  the  party 
of  the  first  part  reserves  the  right  on  or  before  the  first  day  of 
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^February,  May,  August  or  l^ovember,  in  any  year  during  the 
remainder  of  said  time,  to  notify  the  party  of  the  second  part,  be- 
ginning with  the  next  quarter-day  the  rent  will  be  at  the  rate  re- 
served in  the  said  contract,  or  a  less  rate,  and  the  party  of  the 
second  part  agrees  upon  receiving  such  notification  to  pay  the 
rent  as  so  notified. 

Also  a  further  agreement  of  lease  dated  March  2nd,  1904, 
which  we  will  mark  for  identification. 

(Marked  Exhibit  267  for  identification.) 

ME.  HTJG-HES:  Leases  ofiiee  and  safe  deposit  and  storage 
vaults  in  cellar  and  basement  in  the  ground  story  of  the  building 
of  the  Mutual  Life  Insurance  Company  of  New  York,  situate  in 
the  plot  bounded  by  Nassau,  Cedar,  Liberty  and  William  Streets, 
and  particularly  known  as  Nos.  26  to  32  Liberty  Street,  for  five 
years,  commencing  May  1st,  1904,  and  ending  May  1st,  1909,  at  a 
yearly  rental  of  $14,500.00. 

Q.  Do  you  know  what  dividends  are  paid  by  the  National 
Safe  Deposit  Company  ?  A.  Four  per  cent,  a  year ;  two  per  cent, 
semi-annually,  I  believe,  sir. 

Q.  Is  the  National  Safe  Deposit,  Company  bonded,  or  has  it 
any  mortgage  debt  of  any  kind?     A.  No,  sir. 

Q.  Now,  you  were  asked  to  produce  the  contracts  with  Cham- 
berlain and  Gillette  of  Texas. 

MR.  HUGHES :  The  contracts-  are  produced  and  they  are  as 
follows :  To  save  accumulation  of  matter  upon  the  record  un- 
necessarily, I  will  read  in  each  case  a  synopsis  of  the  contract-, 
but  if  I  omit  anything  which  should  be  stated  in  order  to  make  the 
statement  fair  and  complete,  I  would  like  to  have  my  attention 
called  to  it. 

New  York,  November  16th,  1904. 

Edwin  Chamberlain,  General  Agent. 

Scale  of  compensation  for  1895. 

Class  A.,  Ordinary  life,  continuous  premiums  including  policies 
issued  in  1893  as  semi-centennial  as  follows: 

20  year  distribution,  50  per  cent,  first  year,  15  per  cent,  second 
year,  7%  per  cent,  for  five  years  thereafter. 

15  year  distribution,  45  per  cent,  and  same  renewals. 

10  year  distributions,  40  per  cent,  and  same  renewals. 
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5  year  distribution,  35  per  cent,  and  same  renewals. 

Class  B.  Endowment  policies,  continuous  premiums. 

20  year  distribution,  40  per  cent.,  same  renewals. 

15  year  distributions,  35  per  cent.,  same  renewals. 

10  year  distributions,  30  per  cent.,  same  renewals. 

5  years  distribution,   25  per  cent.,   same  renewals. 

Glass  C,  limited  payments  distribution  policy,  ten  or  more 
payments,  life  or  endowments. 

20  year  distribution,  35  per  cent.,  same  renewals. 

15  year  distribution,  30  per  cent.,  same  renewals. 

10  year  distribution,  25  per  cent.,  same  renewals. 

5  year  distribution,  20  per  cent.,  same  renewals. 

Class  D,  Single  premium  policies. 
Life  policies,  10  per  cent.,  Endowment  7%  per  cent.  Annuities 
of  all  kinds  5  per  cent.  Mortuary  allotments  and  contingent 
additions  5  per  cent.,  anual  distributions  and  all  other  forms  of 
policies,  not  provided  for.  35  per  cent.  flat.  Without  renewals 
that  is. 

Q.  Now  these  amounts  that  have  been  read  are  the  same  as 
those  that  appear  in  the  printed  form  of  the  Company  except  in 
the  case  of  Class  A,  where  the  first  year's  commission  was  the  same 
but  the  printed  form  provides  for  renewals  of  six  per  cent,  for 
six  years  and  the  amount  of  renewals  allowed  on  business  in  Class 
A  is  15  per  cent,  for  the  second  year  and  TVz  per  cent,  for  five 
years  thereafter,  and  the  same  rate  for  renewals,  I  see,  is  also 
given  by  a  modification  of  the  printed  form  in  Class  B  and  Class  C. 

The  quotas  and  bonuses  are  stated  as  follows : 

First  quota  $1,100,000.  After  this  amount  in  all  classes  of 
business,  except  B  and  E,  is  established  you  will  be  entitled  to  a 
bonus  of  $1.50  per  one  thousand  established  in  excess  thereof. 

Second  quota  $1,800,000.  After  this  amount  shall  have  been 
established  you  will  be  entitled  to  charge  $1.00  additional  per 
thousand  for  all  business  except  D  and  E  established  in  excess  of 
said  second  quota. 

Third  quota  $2,530,000.  After  this  amount  shall  have  been 
established  you  will  be  entitled  to  charge  $1.50  additional  for 
each  one  thousand  dollars  upon  all  business  except  D  and  E 
established  in  excess  of  said  third  quota. 

Fourth  quota  $3,300,000.  After  this  amount  shall  have  been 
established  you  will  be  entitled  to  charge  $1.00  per  thousand 
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upon  all  business  except  D  and  E  established  in  excess  of  said 
fourth  quota. 

GEORGE  T.  DEXTER,  called  as  a  witnesss  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  You  are  the  superintendent  of  domestic  agencies  of  the 
Mutual  life  Insurance  Company?    A.  I  am. 

Q.  How  long  have  you  been  such?    A.  Six  years  and  a  half. 

Q.  Then  you  are  not  conversant  with  the  circumstances  under 
which  this  original  contract  of  1895  was  entered  into?  A.  It  Wjas 
previous  to  my  connection  with  the  company,  direct. 

MR.  HUGHES:  Annexed  to  this  contract  are  the  following 
memoranda:  "As  directed  by  president,  General  Agent,  Edwin 
Chamberlain  has  been  allowed  $1,500  per  month  from  June  to 
December  inclusive,  6^000  in  all."    That  is  dated  May  28th,  1895. 

"Auditors,  allow  the  Texas  agency  $2,600  for  advertising  and 
other  expenses.     April  9th,  1895,  W.  R.  G." 

October  8th,  1895,  a  letter  addressed  by  the  superintendent  to 
the  auditor  "  The  Allowance  to  Messrs.  Edwin  Chamberlain  & 
Company  of  $1,500  per  month  is  hereby  continued  for  the  balance 
of  the  year,  comprising  the  months  of  October,  ITovember  and 
December.  We  have  further  authorized  them  to  charge  in  their 
December  account  $7,500  paid  for  furnishing  the  Company  with 
$6,000,000  full  paid  insurance,  1895  issues  in  the  accounts  of 
1895." 

The  next  contract  produced  is  dated  November  9  th,  1895,  that 
is  with  Edwin  Chamberlain  for  the  year  1896.  The  contract  is 
upon  the  printed  form  vsdthout  changes  upon  the  face  thereof 
so  far  as  the  rate  of  commission  is  concerned,  being  for  ordinary 
life,  joint  life  and  endowment  policies,  calling  for  ten  or  more 
premiums.  The  first  year's  twenty  year  distribution  TO  per  cent, 
first  year  fifteen  year  distribution  60  per  cent.,  ten  year  dis- 
tribution 50  per  cent.,  five  year  distribution  40  per  cent.,  with  four 
renewals  of  10  per  cent,  and  three  of  five  per  cent. 

Annexed  to  this  is  a  memorandum  or  letter  written  by  John  C. 
Elliott,  superintendent  of  domestic  agencies  to  C.  A.  Preller, 
auditor,  dated  February  8th,  1896:  Dear  Sir:  Edwin  Chamber- 
lain, General  Agents,  bonus  quotas  have  been  changed  so  as  to 
read:  First  quota  $460,000,  second  quota  $625,000,  third  quota 
$1,000,000,  fourth  quota  $2,115,000. 
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He  has  also  been  authorized  to  charge  5  per  cent,  overriding 
commission  on  twenty,  fifteen  and  ten  year  distribution  policies 
in  the  accounts  of  1896. 

Q.  That  means  a  special  rate  over  the  ordinary  amount  al- 
lowed?   A.  It  does,  sir. 

Q.  Also  until  further  notice  Edwin  Chamberlain  is  allowed 
as  a  special  allowance  $200  a  month  for  L.  J.  Wortham,  legal 
service.  That  means  that  was  to  be  a  credit  to  the  agency  of 
that  amount  which  they  would  not  have  to  pay  out  of  their 
commissions?     A.  It  was. 

Q.  Also  a  note  under  date  of  March  Yth,  1896,  the  following: 
Please  note  the  following  allowance  to  the  San  Antonio  general 
agency  for  1896  at  the  rate  of  $8,000  per  annum  for  office  ex- 
penses, at  the  rate  of  $3,000  per  annum  for  advertising,  at  the 
rate  of  $9,000  per  annum  for  agency  expenses.  That  means  that 
those  allowances  were  made  to  the  extent  stated  by  the  company 
so  that  those  amounts  would  not  have  to  be  paid  out  of  the  com- 
missions of  the  San  Antonio  agency?  A.  That  is  true.  It  was 
also  allowed  to  some  other  agents  at  the  same  time  and  under 
similar  circumstances.  The  allowance  was  not  specially  to  that 
agency.     May  I  state  the  reason  for  that? 

Q.  Certainly,  if  you  are  acquainted  with  it.  A.  The  great 
expense  of  doing  business,  the  high  cost  of  railroad  transporta- 
tion, and  hotel  expenses  are  rather  high,  the  great  distances  and 
the  general  greater  expenses  than  in  a  more  compact  and  smaller 
territory,  some  allowances  were  necessary. 

Q.  When  did  your  connection  with  the  department  begin? 
A.  In  December,  1898. 

Q.  Now,  it  seems  to  have  been  the  practice  for  some  years  in 

dealing  with  Chamberlain  or  Chamberlain  &  Gillette .    How 

long  have  Chamberlain  &  Gillette  been  the  agents  there?  A.  At 
least  twelve  years. 

Q.  Then  while  the  contract  was  for  a  time  in  the  name  of 
Edwin  Chamberlain  it  was  really  held  by  the  firm?  A.  It  was 
not.  Mr.  Gillette  went  there  at  a  later  period,  perhaps  eight 
years  ago,  that  is,  roughly  speaking,  and  the  intention  and  ex- 
pectation was  to  divide  the  field  and  each  should  have  half  of  it. 
The  arrangement  was  made  for  a  partnership,  and  the  whole 
field  remained  under  the  new  firm  name  without  change. 

Q.  What  was  the  new  firm  name?  A.  Chamberlain  &  Gil- 
lette.    I  am  not  sure  that  that  nam/e  was  taken  when  the  part- 
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nership  was  entered  into.  It  was  Edwin  Ghaniberlain  &  Com- 
pany for  some  years,  I  think. 

Q.  Did  Mr.  Gillette  go  there  under  a  guarante?  A.  I  could 
not  answer  that.    It  was  before  my  time. 

Q.  I  find  a  reference  in  1897  in  a  letter  attached  to  the  eon- 
tract  under  date  of  January  1st,  1897,  "Mr.  D.  G.  Gillette's 
guarantee  for  1897  will  remain  the  same  as  in  1896,  and  against 
same  he  is  to  return  all  the  profits  of  the  business."  A.  Yes. 

Q.  Do  you  know  what  guarantee  that  was  ?  A.  I  do  not  know 
the  amount  of  it.  r 

Q.  Then  in  a  letter  of  February  7th,  1898,  I  find,  "  Mr.  Daniel 
G.  Gillette  guarantee  for  1898  will  be  the  same  as  last  year." 
A.  I  have  an  indistinct  recollection  that  that  guarantee  was 
$5,000  a  year. 

Q.  Apparently  from  this  it  appears  that  Chamberlain  &  Gil: 
lette  had  the  ordinary  agents  contract.     A.  They  did. 

Q.  And  then  an  overriding  commission  of  five  per  cent.  A. 
That  is  true. 

Q.  And  that  has  continued  right  along?     A.  It  has. 

Q.  Then  in  addition  to  that  it  would  appear  that  they  have 
received  certain  allowance  for  expenses?     A.  Yes,  sir. 

Q.  Can  you  state  whether  or  not  an  overriding  commission 
has  since  been  allowed  to  other  general  agents?     A.  It  has. 

Q.  To  what  extent  have  Chamberlain  &  Gillette  been  favored 
in  the  giving  of  commissions?  A.  In  1898  there  were  five  general 
agencies  that  had  an  overwriting  commission.  Three  of  them 
notably,  the  St.  Louis  General  Agency,  had  an  overwriting 
commission  of  ten  per  cent.,  and  two  others  that  I  don't  remember 
who  they  were.  I  am  quite  sure  there  were  five.  Chamberlain 
&  Gillette  had  an  overwriting  commission  of  five  per  cent., 
which,  as  you  stated,  has  been  discontinued  at  this  time.  I 
would  say  they  were  not  paid — the  cost  of  doing  business  was 
so  much  in  excess  of  the  New  England  and  the  Middle  West  that 
they  labored  at  a  disadvantage. 

Q.  Without  referring  to  the  disadvantage  and  the  extra  cost 
of  labor,  but  merely  to  get  at  the  facts  whether  they  had  a  larger 
rate  of  commissions,  was  Mr.  McCurdy  right  in  his  statement 
this  morning,  as  I  understood  him,  that  they  did  have  a  larger 
rate?  A.  They  did.  They  have  the  five  per  cent,  as  you  have 
demonstrated. 

Q.  And  that  five  per  cent,  is  upon  what?  A.  Upon  the  first 
year  premium,  class  A.  business.  ■ 
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Q.  Have  they  any  advantage  in  renewal  commissions,  I  mean 
by  advantage,  any  higher  rate"  than  other  agents  get  aside,  of 
course,  from  Eaymond  &  Company?  A.  May  I  look  at  the  last 
contract  ? 

Q.  Yes.  (Handing  paper.)  A.  They  have  no  advantage, 
the  renevpals  are  the  same. 

Q.  Have  they  any  advantage  in  bonuses?  A.  Absolutely 
none. 

Q.  Or  in  the  amount  of  quotas  ?     A.  ISTone. 

Q.  Or  in  the  amount  of  allowances  for  expenses?  A.  They 
have  a  larger  allowance. 

Q.  What  was  the  total  amount  allowed  in  1904  for  Chamber- 
lain &  Gillette  ?     A.  $10,000  as  I  remember  it. 

Q.  A  little  more  thau  that,  was  it  not?     A.  Yes,  that  is  true. 

Q.  How  much  ?     A.  $15,840. 

Q.  What  are  the  profits  of  Chamberlain  &  Gillette  net?  A.  I 
had  a  trial  balance  about  four  years  ago  which  showed  their 
profits,  approximately,  $30,000.  At  that  time,  having  done  busi- 
ness together — that  was  from  the  beginning  of  their  partnership 
as  I  remember  it,  six  years,  they  were,  still  in  debt.  They  had 
taken  out  their  living  and  Necessary  expenses,  and  had  borrowed 
money  froin  the  United  States  Mortgage  &  Trust  Company,  a 
small  amount.  And  their  profits  for  that  year  were  $30,000.  I 
think  they  have  increased.  I  could  not  state  definitely,  but  they 
were  approximately  net  $40,000  at  this  time.  That  is,  for  the 
labor  of  two  men. 

Q.  We  had  a  question  up  this  -morning  as  to  the  contract  with 
C.  H.  Raymond  &  Company.  Have  you  been  familiar  -with  tho 
amount  of  money  which  they  were  making?     A.  I  have  not. 

Q.  What  Mr.  McCurdy  said  in  regard  to  that  would  apply  to 
you  as  well,  you  did  not  know  what  the  results  of  their  business 
were?  A-  I  do  not.  I  did  not  hear  Mr.  McCurdy's  testimony, 
but  I  do  not  know. 

Q.  You  said  you  had  a  trial  balance  from  Chamberlain  4 
Gillette?     A.  Yes. 

Q.  How  did  you  happen  to  get  that?  A.  It  was  submitted 
to  me  voluntarily.  There  was  a  question  at  the  time  of  the  con- 
tinuation of  the  partnership  and  the  adjustment  of  the  Cham- 
berlain &  Gillette  Company's  affairs,  and  it  was  submitted  as  a 
matter  for  council  and  advice,  and  the  partnership  did,  however, 
continue,  and  nothing  was  done  in  the  matter. 
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BY  MR.  ROGERS: 

Q.  You  say  it  was  submitted  voluntarily  ?     A.  Yes. 

Q.  You  do  not  mean  to  say,  however,  that  you  had  not  the 
right  to  demand  it?    A.  We  have  a  right  to  demand  it,  yes. 

Q.  And  it  is  not  your  policy — I  ask  it  in  all  seriousness,  and 
with  some  surprise,  that  it  is  a  fact — is  it  not  your  policy  to  as- 
certain at  fixed  periods,  say  at  the  end  of  every  year,  the  profits, 
gross  and  net,  that  your  agents  throughout  the  country  are  mak- 
ing ?  A.  That  has  not  been  the  policy  each  year.  On  two  occa- 
sions in  the  last  six  years  an  investigation  of  that  kind  has  been 
made. 

Q.  ISTow,  I  ask  this  also  in  good  faith,  and  yet  because  I  cannot 
furnish  a  satisfactory  answer  to  myself,  why  have  not  you  re- 
garded a  duty  which  you  owed  to  the  policyholders  to  ascertain 
those  facts?  A.  Thie  theory  was  that  they  were  not  making  an 
excessive  amount  of  money.  Their  statement  generally  was  ac- 
cepted. The  statement  was  generally  that  there  was  not  a  con- 
siderable profit  in  the  business. 

Q.  I  had  supposed  that  the  cost  of  insurance  was  a  subject  of 
the  closest  scrutiny  in  all  its  phases;  and  that  it  was  conducted 
not  upon  a  theory,  but  upon  a  positive  knowledge?  A.  That 
is  strictly  true,  and  when  the  positive  knowledge  was  acquired 
steps  were  taken  to  change  the  system  of  conducting  the  agencies 
and  save  the  profits  that  had  heretofore  gone  to  the  agency,  to 
the  company  and  to  the  policyholders.  That  was  the  result  of 
the  investigation  to  which  I  referred  some  six  years  ago. 

BYMR.  HTJGHES: 

Q.  Was  the  question  ever  brought  before  you  as  superintend- 
ent of  domestic  agencies,  as  to  the  amount  of  money  that  0.  H. 
Raymond  &  Company  were  making,  was  it  ever  discussed?  A. 
It  was  discussed,  yes. 

Q.  With  whomu  was  it  discussed  ?  A.  No.  one  in  authority. 
With  the  minor  ofiicials  of  the  company,  perhaps. 

Q.  With  whom?  A.  As  a  matter  of  curiosity,  perhaps,  with 
the  auditor.  "  ■'* 

Q.  The  auditor  did  not  seem  to  be  in  a  position  to  take  a  very 
vital  interest  in  the  company?  A.  That  is  strictly  true,  and  it 
was,  perhaps,  curiosity  on  his  part  to  ascertain  if  I  knew  the 
profits,  which  I  did  not.  That  was  the  nature  of  the  conversa- 
tion whenever  it  occurred. 
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Q.  What  are  your  duties?  A.  A  general  supervision  of  the  com- 
pany's agencies  in  the  United  States  and  Canada. 

Q.  "What  comes  under  the  head  of  that  supervision?  A.  The 
appointment,  and  perhaps  the  removal  of  managing  agencies  un- 
der the  direction  of  the  executive  officers,  primarily  the  general 
manager;  the  establishing  and  building  of  agencies  in  the  different 
parts  of  the  country,  such  as  employing  the  cashier  and  necessary 
clerical  force,  looking  after  the  rent  and- selection  of  the  location 
of  the  offices.  The  executive  officers  determined  the  quotas,  and 
aiuount  of  business  they  want  for  the  year,  or  require,  and  it  is 
my  btisiness  to  get  it,  sir. 

Q.  Did  you  have  any  consiiltation  with  anyone  as  to, the  terms 
of  C.  H.  Raymond  &  Company's  contract  which  was  made  in 
1903?    A.  I  did  not. 

Q.  Was  that  made  without  asking  your  advice?  A.  I  was  out 
of  the  city  on  a  business  trip  to  the  West  at  the  time  it  was  made. 
It  was  handed  to  me  for  execution,  and  to  be  carried  out  on  my 
return. 

Q.  Do  you  know  of  anybody  besides  Mr.  Robert  H.  McCurdy 
who  had  anything  to  do  with  fixing  the  terms  of  that  contract  ?  A. 
I  do  not. 

Q.  Is  that  true  with  other  contracts  with  agents,  do  you  ever, 
yourself,  fix  the  terms  of  any  contract  ?  A.  I  think  I  have  signed 
most  of  the  other  contracts  and  fixed  the  terms  with  the  salaried 
men  of  the  agencies. 

Q.  Well,  with  the  other  men  who  are  not  salaried?  A.  That 
is  fixed  by  the  executive  officers. 

Q.  Without  your  opinion  being  asked?  A.  Well,  it  has  been 
asked  when  the  rate  of  commissions  are  determined  for  the  en- 
suing year,  or  ensuing  period  of  years.  As  I  recollect  the  last 
time  it  was  fijsed  by  the  president  and  the  meeting  of  the  execii- 
tive  council  of  the  executive  officers  I  was  consulted  and  it  wac 
fixed  for  a  period  of  three  years. 

Q.  What  are  you  referring  to  now,  what  con-tracts?  A.  The 
commission  contracts  with  the  general  agents. 

Q.  You  mean  the  form  of  contract  ?    A.  The  form  and  amount. 

Q.  The  scale  which  appears  in  your  printed  form?  A.  Ex- 
actly so. 

Q.  But  in  regard  to  variations  from  that  regular  scale  in  favor 
of  any  particular  general  agent,  have  yoti  been  consulted  about 
that  ?  A.  Very  frequently,  yes  sir.  I  think  every  time  a  change 
has  been  made. 

42 
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Q.  You  have  never  been  consulted  about  it  in  the  ease  of  Kay- 
mond  &  Company  ?     A.  I  have  not. 

Q.  Do  these  matters  come  before  any  committee  ?  A.  They  are 
all  approved  by  the  agency  committee  in  accordance  -with  the 
company's  By-Laws. 

Q.  Is  that  a  formal  approval  or  are  the  matters  taken  up  and 
discussed  with  the  members  of  the  agency  committee  ?  A.  That 
I  am  unable  to  answer. 

Q.  Who  are  the  members  of  the  agency  committee?  A.  Mr. 
H.  H.  Rogers,  Mr.  Dumont  Clarke,  Mr.  Truesdale,  and  who  is  the 
other  man  —  and  the  president,  general  manager,  acttiary  and  sec- 
ond vice-president,  are  the  agency  committee  of  the  Company. 
The  matters  are  discussed  in  a  general  way  by  the  agency  com- 
mittee, the  policy  and  plan  determined  and  turned  over  to  me  for 
execution. 

Q.  Was  the  matter  of  the  Eaj-mond  contract  brought  to  the 
attention  of  these  gentlemen  you  have  mentioned?  A.  I  am  un- 
able to  state. 

Q.  You  do  not  attend  the  meetings  of  the  committee?  A.  I 
frequently  do. 

Q.  Did  you  ever  hear  it  discussed  at  any  of  the  meetings  ?  A. 
I  did  not. 

Q.  Now  so  far  as  you  know  are  there  any  general  agents  or  has 
there  been  any  general  agent  of  your  Company  who  has  made  as 
much  money  as  C.  TI.  Eaymond  &  Company  ?  A.  There  certainly 
has  not. 

Q.  Or  who  has  had  the  same  rate  of  commission  ?  A.  Up  to 
the  last  contract  ? 

Q.  Yes.    A.  Yes. 

Q.  What  agent  ?  A.  The  Philadelphia  general  agency  and  I 
think  the  Chiago  general  agency  before  the  change. 

Q.  Well  that  was  many  years  ago  ?  A.  Yes,  that  was  about 
live  and  one-half  years  ago. 

Q.  Do  I  understand  that  five  and  one-half  years  ago  the  Chicago 
general  agent  had  'a  contract  under  which  he  got  as  high  as  85 
per  cent,  of  twenty -year  distribution  business  or  premiums  paid  ? 
A.  That  is  my  recollection. 

Q.  How  long  did  that  continue  ?  A.  I  think  about  two  years 
before  the  discontinuance  of  the  agency. 

Q.  Who  was  that  agent  ?     A.  C.  H.  Ferguson,  now  deceased. 

Q.  Have  there  been  any  relative  of  Mr.  McCurdy  who  have 
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been  general  agents  of  the  Company  anywhere  ?  A.  I  lihink  not. 
I  know  of  none. 

Q.  In  San  Francisco?     A.,  Mr.  Forbes?     He  is  no  relative. 

Q.  What  is  that  ?    A.  At  San  Francisco  ? 

Q.  Who  is  the  agent  there  ?  A.  Mr.  Forbes  and  until  his  death 
two  years  ago  when  his  son,  his  salaried  manager,  succeeded  him. 
No  relation. 

Q.  You  spoke  of  the  Philadelphia  agency?    A.  Yes. 

Q.  Who  was  the  agent  there?  A.  Major  Lambert,  Lambert  & 
Waterhouse,  up  to  the  death  of  Mr.  Waterhouse,  which  was  two 
years  ago,  and  for  one  year  Major  Lambert  continued  the  business 
as  general  agent,  but  it  was  discontinued  on  the  31st  of  last  De- 
cember. He  also  had  an  overriding  commission  to  the  best  of  my 
recollection,  the  same  as  with  C.  H.  Eaymond  &  Company. 

Q.  That  was  down  to  what  date  ?  A.  The  close  of  1903.  It 
appeared  and  was  demonstrated  that  the  business  in  large  busi- 
ness centers  was  more  expensive  and  it  was  necessary  to  procure 
the  required  amount  of  business  to  pay  an  overriding  commission 
in  these  very  large  cities. 

Q.  What  amount  was  made  by  4;he  Philadelphia  agency  in  the 
years  1902  and  1903  ?    A.  I  am  unable  to  state. 

Q.  Any  idea  ?  A.  No,  I  could  not  state  any  figure  that  would 
be  even  approximately  correct.  You  will  readily  understand  that 
the  sub-agents'  contracts  in  the  commission  general  agency  are 
not  filed  with  my  department.  They  are  for  the  salaried  man- 
aging agencies,  and  that  we  can  control  readily. 

Q.  Do  you  know  what  the  gross  receipts  of  their  agency  was  ? 
A.  I  could  produce  that.     I  have  got  it  in  mind. 

Q.  Do  you  mean  to  say  from  your  acquaintance  with  the  busi- 
ness of  the  Company  it  was  necessary  that  C.  H.  Eaymond  iV; 
Company  should  have  the  rate  of  commission  that  was  payable 
to  them  in  order  that  they  could  do  a  profitable  business  for  the 
Company?  A.  It  was  maintained  by  them  that  a  commission 
rate  was  necessary  to  secure  the  volume  of  business  that  the  Com- 
pany required  from  them. 

Q.  Was  it  necessary  to  give  them  a  rate  of  commission  out  of 
which  they  could  make  $200,000  net  ?    A.  Well,  it  was  done. 

Q.  It  was  done.  Now  I  want  to  know  whether  you  have  from 
your  experience  any  justification  for  it?    A.  I  should  say  no. 

MR.  HUGHES:  That  is  alL 
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THOMAS  C.  BELL,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  ME.  HUGHES: 

Q.  What  is  your  position?  A.  "Well,  I  have  charge  of  the 
details  of  the  management  of  the  metropolitan  agency. 

Q.  Of  C.  H.  Eaymond  &  Company?    A.  Yes. 

Q.  When  you  say  you  have  charge  of  the  details,  just  what 
do  you  mean?  A.  I  mean  looking  after  the  branch  ofiices  and 
the  agents  and  the  accoimts. 

Q.  How  much  of  the  time  is  Mr.  Raymond  at  the  office  ?  A. 
Well,  it  depends  upon  his  health  largely.  I  cannot  say  really 
how  much. 

Q.  Well,  take  the  year  1904.  A.  1904  I  presume  he  was  in 
the  office  well  from  half  to  two-thirds  of  the  time.  There  were^ 
long  stretches  when  he  was  not  there  and  then  he  would  be  there 
regularly  at  stretches  again. 

Q.  That  is  half  to  two-thirds  of  the  year  you  mean  ?    A.  Yes.. 

Q.  How  long  did  he  remain  in  the  office  when  he  was  there?' 
A.  Generally  from  about  a  quarter  of  ten  to  about  two  o'clock.. 

Q.  How  much  of  the  time  was  Mr.  Thebaud  in  the  office 
during  1904?  A.  In  1904  he  was  there  all  the  while  with  the 
exception  of  a  week  or  so  in  the  early  spring  or  later  winter 
and  a  week  or  so  in  the  fall. 

Q.  There  through  the  summer?  A.  Yes,  through  the  whole 
summer. 

Q.  And  what  hours?  A.  From  about  half  past  nine  until 
four  o'clock. 

Q.  Are  commissions  allowed  by  0.  H.  Baymond  &  Company 
to  any  persons  who  are  not  regular  agents  employed  by  them 
under  contract?  A.  No  sir,, not  supposed  to  be.  I  do  not  know 
them  to  be. 

Q.  Well  —  you  would  not  know  as  to  that  ?    A.  ISTo. 

Q.  Has  any  commission  ever  been  allowed  to  a  director  of 
the  Mutual  Life  ?    A.  No. 

Q.  By  C.  H.  Eaymond  &  Company?  A.  'No,  not  that  I 
know  of. 

Q.  Or  to  any  agents  or  employees  of  the  Mutual  Life?  A. 
Any  of  the  employees  of  the  Mutual  Life? 

Q.  Yes.     A.  Yes. 

Q.  What  is  the  practice  in  that  regard?  A.  The  practice  is 
this.     That  a  commission  is  paid  to  a  licensed  agent  only.     JSTow 
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there  are  a  number  of  employees  of  the  company,  clerks  in  the 
different  departments  who  come  across  in  their  evenings  and 
spare  time  people  who  they  can  solicit  for  life  instirance,  and 
perhaps  in  the  course  of  a  year  they  will  write  all  the  way  from 
$3,000  to  say  $15,000,  perhaps  a  half  a  dozen  applications,  per- 
haps less.  And  in  that  case  they  apply  to  be  recognized  as  agents 
and  a  license  is  procured  for  them  and  they  are  paid  the  regular 
commission  for  their  business. 

Q.  Did  you  ever  hear  of  a  case  where  a  commission,  however 
it  was  deducted  or  allowed,  went  to  a  director  of  the  company? 
A.  ISTo,  sir,  not  to  my  knowledge. 

Q.  ISTever  heard  anything  of  that  sort?     A.  No-. 

Q.  "What  do  you  do  about  advancing  money  to  your  sub- 
agents?  A.  Up  to  1904  we  virtually  advanced  no  money  to  sub- 
agents,  only  in  very  exceptional  cases. 

Since  1904,  that  is  from  February,  1904,  to  the  present  time 
the  managers  of  the  different  branch  otiices  in  employing  new 
men  whom  they  are  instructing  in  the  business  until  they  get 
on  their  feet  and  become  efficient  sometimes,  not  always,  depend- 
ing upon  the  circumstances  and  depending  upon  the  men,  advance 
him  small  amounts^  sometimes  as  low  as  $15  a  week  and  some- 
times as  high  as  $50  a  week  for  two  weeks,  three  weeks,  four 
weeks,  whatever  the  individual  circumstances  may  seem  to  justify 
and  he  receives  —  he  charges  —  he  does  not  charge  either,  he  calls 
for  or  requests  a  check  as  he  may  need  it  for  his  advanced  account. 
He  renders  a  statement  monthly  of  that  advanced  account,  to 
whom  he  has  made  advances,  what  credits  are  against  it.  Under- 
stand these  advances  are  against  any  commission  that  may  be 
earned,  and  he  agrees  on  a  receipt  to  return  them  in  commissions 
or  otherwise.  They  are  strictly  loans,  and  he  renders  a  statement 
bhowing  how  much  has  been  advar^(!ed  to  the  different  men  and 
how  much  they  have  been  credited  and  the  state  of  the  account. 
The  company,  whatever  the  advanced  account  may  be  that  we 
have  disbursed  —  we  receive  from  the  company  for  that  purpose. 
In  other  words  we  are  advancing  that  for  the  company. 

Q.  Well,  do  I  understand  that  prior  to  1904  the-firm  of  C.  H. 
Raymond  &  Company  never  made  any  advances  to  any  of  the 
agents  working  for  them?  A.  I  would  not  say  never,  but  they 
did  not  make  a  practice  of  it.  There  might  be  exceptional  cases 
where  it  was  thought  advisable  to  do  it,  but  to  a  limited  extent. 

Q.  What  would  you  say  was  a  limited  extent,  how  many  thou- 
sand dollars  did  you  have  out  say  in  1903  ?    A.  Some  years  we 
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would  not  have  $3,000  out.  I  don't  believe  we  ever  had  more 
than  $5,000  at  one  time. 

Q.  Did  the  company  itself  make  any  advances  to  any  of  the 
agents  employed  by  O.  H.  Raymond  &  Company?    A.  No. 

Q.  So  that  the  matter  of  advances  to  agents  assumed  no  pro- 
portions at  all  before  1904?     A.  No,  sir,  none  whatever. 

Q.  How  did  it  happen  in  1904  that  it  became  necessary  to 
change  the  policy  of  the  company?  A.  The  company  I  pre- 
sume it  was  the  superintendent  of  domestic  agencies,  I  don't 
know  positively  but  I  presume  it  was,  thought  that  we  ought 
to  establish  more  branch  offices  and  employ  men  in  smaller 
numbers,  smaller  lots,  that  is  under  the  direction  of  a  mana- 
ger, that  is  not  to  have  one  manager  with  so  many  men  to 
look  after  so  his  attention  could  be  centralized  on  the  few  men 
and  that  the  proper  way,  which  C.  H.  Raymond  &  Company  had 
not  considered  advisable  —  that  the  proper  way  was  to  be  in- 
troducing new  blood  into  the  business  all  the  time  and  intro- 
ducing new  men  under  competent  management  and  therebv 
increasing  the  agency  force  and  increasing  the  business.  So 
their  proposition  was  to  have  that  done  and  to  establish  these 
new  branch  offices — there  were  altogether  some  fourteen — ^there 
were  some  nine  or  ten  new  branch  offices  established. 

Q.  Did  you  ever  hear  of  any  rebate  being  give?  A.  I  hear 
lots  of  talk  about  rebates  being  given,  but  have  never  been  able 
to  nail  a  case  with  all  my  trying.     I  have  tried  lots  of  times. 

Q.  Have  you  any  rules  and  regulations  in  your  office  in  regard 
to  rebating?    A.  Our  contracts  forbid  any  agent  to  rebate. 

Q.  What  do  you  do  to  find  out  whether  they  are  lived  up  to? 
A.  I  have  tried  every  way. 

Q.  What  are  some  of  the  ways?  A.  Some  of  the  ways  are 
to  get  a  man  to  say  he  has  received 

Q.  To  come  and  tell  you?  A.  Precisely,  to  get  the  agents, 
biit  when  a  man  gives  an  agent  a  check  for  the  full  premium  and 
the  agent  receives  his  commission  and  hands  so  much  back  in 
cash  to  the  man  is  not  going  to  tell  and  the  general 

Q.  You  have  been  in  C.  H.  Raymond  &  Company's  employ- 
for  a  niimber  of'j'ears  and  in  direct  touch  with  all  their  business* 
A.  Yes. 

Q.  Just  tell  me  if  you  ever  heard  of  a  case  of  rebating  ?  A. 
Yes,  lots  of  times,  but  I  have  not  been  able  to  ^rove  it. 

Q.  When  you  heard  of  a  case  did  you  investigate  it?    A.  Yes, 
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lots  of  tiraes,  but  Mr.  Hughes,  I  have  given  them  up  some  time 
ago  as  a  bad  job. 

Q.  How  long  ago?    A.  Well,  several  years  ago. 

Q.  Then  practically  is  anything  done  to  prevent  rebating?  A. 
No.    Things  have  been  done. 

Q.  That  is  within  the  past  few  years?  A.  Endeavors  and 
earnest  endeavors  have  been  made  without  effect. 

Q.  What  are  the  earnest  endeavors?  A.  Just  as  I  have  told, 
you  one  time,  for  a  long  time  we  required  an  affidavit  from  every 
man  that  paid  a  premium  or  a  statement  from  every  man  that 
paid  a  premium  to  the  effect  tliat  there  had  been  no  rebate  di- 
rectly or  indirectly. 

Q.  When  was  that  given  up  ?  A.  That  was  done  for  some  two 
or  three  years  along,  I  cannot  give  you  the  exact  year,  but  alonp; 
about  1897,  1898  or  1899,  along  there,  and  we  found  that  » 
dishonest  man  would  sign  the  statement  without  a  quibble  and 
then  the  honest  man  would  call  us  to  account  for  putting  him  at 
a  disadvantage,  for  making  him  perjure  himself  or  lose  the 
business. 

Q.  So  you  gave  that  up  ?    A.  So  we  gave  that  up.  , 

Q.  You  would  not  have  a  man  lose  the  business?  A.  Wr 
do  not  want  a  man  to  lose  the  business,  certainly  not.  The  man 
himseK  does  not  want  to  dose  the  business. 

Q.  Are  these  clerks  and  employees  that  get  commissions  in 
the  manner  you  have  stated  licensed?    A.  Yes,  sir. 

MB..  HUGHES:   You  may  step  aside. 

GEOEGE  T.  DEXTEE,  recalled,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  This  general  question  of  advances  to  agents  has  been  brougta*' 
T;p  by  your  testimony,  Mr.  Dexter?    A.  Yes,  sir. 

Q.  What  is  the  practice  of  the  Mutual  Life  in  that  regard? 
A.  It  prevails  to  some  extent. 

Q.  How  do  you  treat  in  your  accounts  the  advances  to  agents? 
A.  All  carried  until  repaid  as  agents'  balances. 

Q.  They  do  not  appear  in  your  statement  do  they?  A.  Yes, 
sir,  they  do. 

Q.  Or  they  are  deducted.     A.  They  appear  there. 

Q.  They  are  deducted,  are  they  not  ?    A.  Yes,  sir. 

Q.  That  is  they  are  not  allowed?  A.  Not  allowed  as  an  ad- 
mitted asset. 
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Q.  The  agents'  balances  for  the  year  1904  appear  to  be  $8'36,- 
202.69?  A.  That  perhaps  needs  some  explanation.  We  have  ' 
about  one  hundred  collecting  agencies  in  the  United  States 
and  Canada  and  the  premiums  are  paid  by  checks  from  the 
country,  the  surrounding  territory.  They  are  deposited  in  the  ' 
bank  of  deposits  at  the  headquarters  of  the  agencies.  Now,  if 
New  York  exchange  was  immediately  asked  in  exchange  for  the  de- 
posits the  bank  would  be  paying  out  its  own  money 
before  it  was  able  to  collect  the  country  checks.  Consequently 
they  require  a  considerable  balance  in  the  bank  at  all  times.  This, 
as  I  have  stated,  are  the  policyholders'  checks  that  have  been 
deposited  and  have  to  be  collected  on  the  country  bank  upon 
which  they  are  drawn  by  the  bank  of  deposit.  Now,  there  is  an 
average  -of  $4,000,  which  is  in  those  banks  in  that  way. 
It  is  uncollected  premiums  practically,  and  there  is  no  place  to  put 
it  when  the  report  is  made  as  it  is  a  balance  in  the  hands,  of 
managing  agencies,  but  to  so  classify  it  the  agents'  balances  in 
domestic  agencies  are  a  little  less  than  four  thousand  dollars.  The 
difference  between  the  two  being;  the  balance  which  is  practically 
an  agents'  balance,  a  managers'  balance  in  their  hands,  but 
moneys  in  deposits  for  collections. 

Q.  Not  in  moneys.  Have  agents  received  advances  from  any 
of  the  companies  in  which  the  Mutual  Life  is  affiliated,  as  far  as 
you  know?    A.  I  don't  quite  grasp  the  question. 

Q.  Do  the  agents  get  any  advances  from  any  of  the  com- 
panies with  which  the  Mutual  Life  is  connected,  or  in  which  it 
has  an  interest  —  trust  companies  ?    A.  Oh,  absolutely  no. 

Q.  Have  you  ever  made  over,  that  is,  the  Mutual  Life,  has 
it  ever  made  over  to-  any  of  the  companies  in  which  it  is  inter- 
ested any  amount  of  agents'  balances?"   A.  Absolutely  no. 

Q.  Nothing  of  that  sort?  A.  Every  dollar  of  the  agents'  bal- 
ances appears  in  that  account,  and  every  agents'  balance  that  is 
not  deemed  good  by  myself  and  the  supervisor  in  conference  to- 
gether with  the  manager,  is  charged  off  to  the  cost  of  new  busi- 
ness, and  those  charges  are  made  in  June  and  December. 

Q.  Now,  a  little  while 'ago  in  your  testimony  you  referred  to 
some  loans  that  Mr.  Gillette  had  ?    A.  Yes,  sir. 

Q.  With  the  United  States  Mortgage  &  Trust  Company?  A. 
Yes,  sir. 

Q.  Please  explain  that  a  little  more  in  detail  ?  A.  Very  good. 
The     United     States     Mortgage     &     Trust     Company     made 
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a  loan  to  Chamberlain  &  Gillette  upon  the  assignments  of  their 
renewals  to  that  trust  company.  The  loan  continued  there  until 
perhaps  four  years  ago,  when  the  trust  company  didn't  care 
for  it,  and  I  loaned  the  money  direct  through  the  company's 
accounts  to  Chamberlain  &  Gillette,  taking  therefor  a 
full  assignment  of  their  renewals,  which  were  roughly  valued  at 
$80,000. 

Q.  What  was  the  amount  of  the  loan?  A.  The  loan  orig- 
inally stood  at  about  $2,000,  but  it  operates  in  this  way:  Texas 
is  a  field  where  the  note  business  prevails.  The  general 
agent  must  take  notes  coming  due  when  the  crop  matures, 
it  being  a  farming  community.  JSTow,  they  must  pay 
their  agents  something  for  living  expenses  and  must  deduct 
something  from  the  amount.  The  bank  charges  them 
down  there  perhaps  ten  per  cent,  for  money.  They  niust  have 
money.  I  have  loaned  them  every  year  for  the  past  five 
years  about  twenty  thousand  dollars,  they  agreeing  to  pay  in 
the  closing  month  of  the  year  enough  to  pay  that  loan  off. 
That  we  will  call  a  second  loan.  The  original  loan,  I  think,  still 
stands.  I  will  have  to  consult  the  record  to  know  where  that 
stands.  Every  year  of  the  five  they  have  promptly  paid  the 
loans  as  they  have  matured,  and  we  will  have  a  full  assign- 
ment of  their  renewals  to  cover  that  money.  We  are  merely  lend- 
ing the  money  and  we  charge  them  five  per  cent,  interest. 

Q.  Aro  there  other  cases  that  you  know  of  where  they  or  other 
agents  have  borrowed  money  from  the  United  States  Mortgage  & 
Trust  Company?  A.  I  think  that  Fleming  Bros.,  of  Dubuque, 
Iowa,  borrowed  five  thousand  dollars  at  one  time  when  they  needed 
money  in  the  purchase  of  some  property  or  something  or  other 
and  made  an  assignment  of  a  portion  of  their  renewals  to  the 
United  States  Mortgage  &  Trust  Company,  but  everyone  of  those 
loans  were  cleaned  up  some  four  or  five  years  ago.    I  looked  to  that. 

Q.  Would  that  be  true  also  of  any  other  companies,  that  is  to 
say,  the  Guarantee  Trust  Company  and  other  trust  companies? 
A.  Never.  It  was  a  little  arrangement  with  a  man  who  was  con- 
nected with  the  United  States  Mortgage  &  Trust  Company  to  fur- 
nish these  men  money  to  transact  business.  In  the  way  I  have 
stated  the  United  States  Mortgage  &  Trust  Company  did  not  like 
the  business,  and  asked  me  to  take  it  out  of  their  place  some  four 
or  five  years  ago,  and  it  was  done.  There  now  stands  loaned  to 
four  of  our  agencies  a  total  amount  not  to  exceed  $50,000,  upon 
which  we  got  five  per  cent,  interest  and  the  assignment  of  the  re- 
newals in  each  and  every  case. 
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Q.  Do  you  know  anything  about  the  practice  of  the  Mutual 
Life  in  loaning  upon  policies  ?     A.  Well,  simply  the  general  rules. 

Q.  What  are  they?  A.  That  a  loan  will  be  made  upon  ap- 
plication on  a  policy  that  has  a  loan  value.  That  is,  if  more 
than  three  years  old  at  a  rate  of  five  per  cent,  to  a  certain  amount 
of  the  reserve. 

Q.  What  is  the  policy  of  the  Mutual  Life  vrith  regard  to  the 
limit  upon  risks  which  it -ftdll  take  upon  any  one  life  ?  A.  $250,- 
000  is  the  limit.  A  most  careful  medical  examination  is  made. 
If  the  application  is  for  more  that  is  all  reinsured  in  other  com- 
panies. 

Q.  That  is  the  only  amount  ?     A.  That  is  the  limit 

Q.  Which  3'ou  keep  upon  any  one  life?    A.  Yes,  sir. 

ME.  HUGHES :  That  is  all  for  the  present.     Mr.  McCurdy, 

will  you  resume  the  stand. 

ROBERT  H.  McCURDY,  recalled,  testified  as  follows : 
BY  MR.  HUGHES: 

Q.  Mr.  McCurdy,  just  a  question  or  two  before  the  adjourn- 
ment. I  understand  that  you  were  a  director  of  the  Morris- 
town  Trust  Company?    A.  No,  sir. 

Q.  Do  you  know  what  rate  of  interest  the  Mutual  Life  gets 
upon  its  deposit  there?     A.  I  do  not,  sir. 

Q.  Who  is  in  charge  of  matters  of  deposit  in  these  companies 
and  the  regulation  of  them?     A.  The  treasurer. 

Q.  Do  you  know  what  the  Morristown  Trust  Company  pays  to 
other  depositors?  A.  I  think  it  is  two  per  cent.,  though  I  am 
not  sure. 

Q.  You  don't  know  what  the  payment  is  to  the  Mutual  Life? 
A.  No,  sir. 

Q.  My  attention  has  been  called  to  a  movement  a  couple  of 
years  ago  in  which  a  former  agent  of  your  company,  by  the  name 
of  Bolles,  was  interested.  Where  is  Mr.  BoUes,  do  you  know? 
A.  I  don't  know  where  he  is. 

Q.  What  were  the  circumstances  under  which  he  dropped  that 
movement,  do  you  know  ?  A.  I  don't  recollect  the  particulars  of 
it.  I  was  not  an  officer  of  the  company  at  the  time.  My  knowl- 
edge was  only 

Q.  1902  or  1903  ?  A.  1902,  I  think.  I  was  not  an  officer  of 
the  company  at  the  time.    As  far  as  I  recollect 
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Q.  Do  you  recall  anything  of  the  movement  itself?  A.  Oh, 
yes. 

Q.  Who  conducted  the  negotiations  which  led  to  its  abandon- 
ment?   A.  Mr.  Short. 

THE  CHAIRMAN:  When  you  reach  a  convenient  place  we 
will  adjourn. 

MR.  HUGHES :    Very  good ;  in  just  a  moment. 

Q.  Mr.  Edward  Lyman  Short?    A.  Mr.  Edward  Lyman  Short. 

Q.  Is  he  the  only  one  ?  ^.  He  and — I  was  present,  I  recollect 
now;  Edward  Lyman  Short  and  Belles'  counsel  from  Milwaukee. 
The  counsel  came  on  from  Milwaukee  and  they  had — he  and 
Short  had  a  conference  at  which  I  was  present.  I  must  have  been 
an  officer  at  the  time,  and  my  recollection  of  the  settlement  was 
that  he  was  paid  —  his  renewal  interests  were  computed  at  their 
regular  value  as  valued  by  the  actuary. 

Q.  How  much  was  that  ?  A.  I  haven't  —  I  can't  tell  you  off- 
hand. 

MR.  BECK:    Mr.  Dexter  says  the  renewals  were  not  purchased. 

MR.  HUGHES:    Do  you  know  about  it,  Mr.  Dexter? 

MR.  DEXTER:    I  am  more  or  less  familiar  with  it. 

MR.  HUGHES :    Do  you  know  the  terms  of  the  settlement  ? 

MR.  DEXTER:  It  was  an  adjustment  of  his  outstanding 
agents'  balance — yes,  I  can  explain  it. 

MR.  HUGHES:    If  you  will  step  aside,  Mr.  McCurdy. 

GEORGE  T.  DEXTER,  recalled,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Dexter,  just  tell  us  what  came  of  this  movement  by 
Mr.  Bowles  against  the  management  of  the  company  and  what 
he  was  paid?  A.  I  must  begin  to  tell  of  his  discontinuance  and 
tell  the  whole  story. 

Q.  Yes,  tell  the  whole  story.  A.  It  was  thought  best  on  a  cer- 
tain 5th  day  of  December  that  Mr.  Bowles  be  removed  as  general 
agent  of  the  company.  The  instructions  were  given  to  that  effect. 
I  carried  out  the  instructions  and  took  possession  of  Mr.  Bowles' 
offices  in  Milwaukee. 
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Q.  That  was  the  end  of  1902,  wasn't  it?  A.  I  think  so,  either 
1902  or  1903.  1902,  yes,  sir.  At  that  time  he  had  many  agents 
under  guarantee  in  advance.  He  had  much  business  under  way. 
He  claimed  from  the  start  of  the  movement  and  of  the  controversy, 
that  by  some  error  of  taking  possession  of  his  office  at  that  time  it 
was  a  great  financial  injury  to  him  and  that  had  he  remained  to  the 
end  of  the  year,  his  agents  having  the  best  part  of  the  year,  would 
have  produced  profits,  which,  credited  to  their  accounts,  would 
have  made  him  whole.  After  he  carried  on  the  movement  for  some 
time  with  not  indifferent  success,  his  attorney,  Mr.  George  Miller, 
of  Milwaukee,  appeared  and  suggested  that  the  quarrel  be  settled. 
The  company  indicated  their  willingness  to  settle  the  quarrel 
as  may  be  supposed.  Then  the  question  of  terms  arose  and 
was  referred  to  Mr.  Short  and  Mr.  Miller  for  discussion.  Mr. 
■Bowles  required  a  certain  sum  of  money,  which  to  the  best 
of  my  recollection,  was  $35,000,  to  settle  the  indebtedness  for 
his  claim  as  first  stated.  The  question  of  his  renewals,  which 
had  not  been  paid  during  the  month  or  months  of  this  con- 
troversy, was  taken  up  for  discussion,  and  the  renewals  were 
held  up  and  not  paid  monthly,  as  they  were  supposed  to  be, 
and  the  agreement  as  to  the  cost  of  collection  of  those  renewals 
was  not  paid.  There  was  also  a  complication,  as  he  had  pre- 
viously been  a  partner  in  the  ISTew  Orleans  agency  and  had 
some  interest  there,  and  made  the  same  claim.  Inasmuch  as 
the'  connetion  with  the  company  ended  his  note  interests 
and  his  agency  balances  suffered  in  ISTew  Orleans.  A  settle- 
ment was  made  with  Mr.  Short  and  by  Mr.  Miller.  His  re- 
newals were  purchased  after  considerable  negotiation.  The 
company  is  now  collecting  his  renewals  of  his  Milwaukee 
establishment  and  sending  him  checks,  I  presume,  monthly, 
or  at  stated  intervals,  less  the  cost  of  collection.  It  was  a 
general  impression  that  the  renewals  were  purchased  at  an 
enormous  price.  ISTo  sum  of  money  was  paid.  As  I  said,  I 
only  know  part;  I  only  know  indirectly.  My  understanding 
is  that  $35,000  was  paid  to  him  to  settle  these  various  claims, 
and  that  was  all. 

Q.  You  will  recognize  this  probably  as  a  collection  of  letters 
from  promiaent  policyholders  complaining  of  the  management 
of  the  Mutual  Life  which  was  prepared  at  the  instance  of  Mr. 
Bowles  ?     A.  I  remember  it. 

Q.  Mr.  ITsher  was  secretary  of  the  policyholders'  movement? 
A.  He  was;  yes,  sir. 
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Q.  And  the  country  was  to  some  extent  circularized?  A.  It 
was. 

Q.  And  some  people  of  importance  became  interested  in  the 
movement?     A.  Yes,  sir. 

Q.  As,  for  example,  indicated  by  that  (showing  letter  to  wit- 
ness) ?     A.  Yes,  sir. 

Q-.  And  then  this  interview  took  place  between  Mr.  Short 
and  Mr.  Miller  and  the  settlement  that  you  have  referred  to. 
And  what  became  of  the  movement  at  that  time?  A.  It 
ended.  Mr.  Bowles  and  Mr.  Usher  turned  over  the  ofEce  they 
had  established  in  the  National  Bank  of  Commerce  across  in 
Nassau  Street  to  us,  together  with  all  correspondence  and 
matters  pertaining  thereto.  One  of  our  men  went  with  Mr. 
Usher  to  answer  any  inquiries  that  might  be  made  and  to  grad- 
ually close  it  up,  and  in  perhaps  thirty  days'  time  it  disap- 
peared. 

Q.  These  claims  that  Mr.  Bowles  advanced,  did  he  bring  them 
up  when  he  was  removed  from  his  office  ?  A.  He  made  a  protest 
at  once — by  removing  him  before  the  time  of  his  contract,  as  he 
claimed,  expired,  he  was  financially  injured. 

Q.  Did  the  company  at  once  recognize  the  justice  of  his  claims  ? 
A.  I  think  it  was  generally  recognized  that  he  was  financially 
damaged  to  some  extent  by  that  action,  but  no  steps  for  a  settle- 
ment or  adjustment  until  he  came  forward  and  indicated  his 
willingness  to  settle. 

Q.  When  he  first  made  his  claims  did  the  company  acknowl- 
edge them  to  be  just  claims,  or  did  it 'repudiate  them?  A.  They 
were  never  acknowledged,  until  we  had  a  final  discussion  of  the 
matter.  Mr.  Short  came  to  me  to  know  if  there  was  justice  in 
these  claims,  and  it  merely  hinged  on  the  point  whether  Mr. 
Bowles  forfeited  his  unfinished  business,  being  removed  for 
cause. 

Q.  Was  he  removed  for  cause?     A.  So  alleged. 

Q.  That  was  the  position  of  the  company  ?     A.  It  was,  sir, 

Q.  And  when  he  objected  to  his  removal  and  claimed  thai 
he  had  been  damaged  by  it,  and  that  he  ought  to  be  pait^ 
damages  by  the  Mutual  Life  Insurance  Company,  that  compaitjf 
stated  that  it  was  not  liable?    A.  Yes,  sir. 

Q,  He  had  been  removed  for  cause?    A.  Yes,  sir. 

Q.  Then  Mr.  Bowles  started  to  get  up  a  policyholders'  move- 
ment?   A.  He  did,  sir. 
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Q.  Circularized  the  country?    A.  He  did. 
Q.  Got  up  a  good  deal  of  interest?     A.  Yes,  sir. 
Q.  You  were  bombarded  with  letters?    A.  That  is  true. 
Q.  Then  there  were  negotiations  for  a  settlement?     A.  Yes, 
sir. 

MK.  HUGHES:  That  is  all. 

THE  CHAIEMAISI':  The  Committee  Avill  hold  its  session  next 
week  on  Tuesday,  Wednesday  and  Thursday  instead  of  "WednescJay- 
Thursday  and  Friday.  All  witnesses  under  subpcena  are  requested 
to  be  here  at  10.30  o'clock  on  next  Tuesday  morning.  The  session 
will  probably  be  held  in  the  Council  Chamber  on  Tuesday,  a? 
the  Board  of  Aldermen  meets  in  this  room,  or  will  probably  meet. 

The  Conmiittee  will  now  adjourn  until  10.30  sharp,  Tuesday 
morning. 

The  members  of  the  Committee  are  requested  to  meet  in 
tlie  adjoining  room  immediately. 

(Adjourned  to  Tuesday,  October  10,  1905,  at  10.30  o'clock.) 


COUNCIL   CHAMBEE,, 

City  Hall,  New  York  City. 

October  10,  1905. 

The  Committee  met  pursuant  to  adjournment. 

Senator  Armstrong  in  tlie  Chair. 

KOBEET  OLYPHANT,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Olyphant,  where  do  you  reside?  A.  New  York  City, 
16  East  52d  Street. 

Q.  How  long  have  you  been  connected  with  the  Mutual  Life 
Insurance  Company?    A.  Since,  I  think,  1878,  as  a  trustee. 

Q.  In  what  capacity  were  you  first  employed  by  the  Mutual 
Life  Insurance  Company?  A.  I  have  never  been  employed.  I 
am  a  trustee. 

Q.  And  you  have  been  a  trustee  then  since  1878?  A.  Yes, 
sir. 

Q.  How  long  have  you  served  upon  any  committee  of  the 
Board  of  Trustees?  A.  Well,  I  think  very  early  in  my  term 
of  service  I  was  appointed  on  the  Insurance  Committee,  but 
I  have  not  the  dates. 

Q.  Do  you  mean  a  committee  having  to  deal  with  technical 
insurance  matters?    A.  Yes. 

Q.  Have  you  served  on  any  other  committees?  A.  Yes,  sir. 
On  the  mortuary  committee  and  the  committee  on  expenditures. 

Q.  "What  is  the  function  of  the  committee  on  expenditures? 
A.  It  is  practically  to  review  the  bills  as  they  come  up  after  having' 
been  approved  by  the  executives  and  order  them  paid  or  approve) 
those  that  have  been  paid. 

Q.  In  large  transactions  does  the  committee  on  expenditures 
generally  act  in  advance  of  payment?     A.  Yes. 

Q.  Have  you  any  rule  as  to  the  amount  which  can  be  paid  out 
by  your  company  without  the  authorization  of  that  committee? 
A.  Not  to  my  knowledge. 

Q.  Is  there  any  practice  with  regard  to  that?     A.  Not  that  I 

know  of. 

1327 


1328  Legislative  Insurance  Investigation, 

Q.  Do  you  draw  money  from  the  Mutual  Life  Insurance  Com- 
pany upon  your  voucher  as  chairman  of  that  committee?  A.  I 
have;  yes,  sir. 

Q.  Under  what  circumstances?     A.  Tor  legal  expenses. 

Q.  Do  you  draw  all  the  money  that  is  drawn  from  the  Mutual 
Life  Insurance  Company  for  legal  expenses  upon  your  voucher? 
A.  I^To,  sir. 

Q.  In  what  cases  is  the  money  taken  by  you  upon  your  voucher? 
A.  Well,  Mr.  Hughes,  as  I  understand  the  sitiiation,  large  corpo- 
rations have  to  maintain  what  you  might  call  a  confidential  legal 
fund  for  the  payment  of  services  in  legal  matters. 

Q.  Has  the  Mutual  Life  Insurance  Company  maintained  such  a 
fund?  A.  That  money  that  I  suppose  you  refer  to  went  to  that 
fund. 

Q.  How  long  has  such  a  fund  been  maintained?  A.  I  could 
not  tell  you. 

Q.  Well,  how  long  have  you  known  of  its  maintenance?  A. 
Since  I  have  been  chairman  of  the  committee  and  before,  but  how 
long  I  could  not  remember. 

Q.  Were  you  on  the'  committee  on  expenditures  before  you  be- 
came chairman?     A.  Yes. 

Q.  And  while  you  were  a  member  of  the  committee  you  were 
also  aware  of  the  fund?     A.  Yes. 

Q.  Is  the  maintenance  of  this  fund  known  to  the  trustees  who 
are  not  members  of  the  committee  on  expenditiires?  A.  I  could 
not  tell  you.     The  auditing  committee  must  know  it. 

Q.  Is  the  matter  ever  brought  before  the  Board?  A.  The 
transcripts  of  expenditures  are  read  to  the  Board. 

Q.  Those  transcripts  merely  show  the  total  amount  paid  for 
legal  expenses?     A.  Yes,  sir. 

Q.  Embracing  all  the  legal  expenses  of  the  company?  A. 
Yes. 

Q.  Are  the  details  of  those  expenses  explained  to  the  Board? 
A.  ISTot  to  my  knowledge. 

Q.  These  are  matters  of  executive  management,  are  they  not? 
A.  Yes. 

Q.  And  when  you  said  there  was  a  fund  maintained  confl-' 
dentially  what  did  you  mean  by  confidentially?  A.  Well,  I  am 
not  a  lawyer,  Mr.  Hughes,  but  I  understand  that  throughout  this 
great  country  there  are  many  cases  where  counsel  are  employed 
that  do  not  appear,  and  money  is  used  to  pay  them,  and  they 
prefer  not  to  give  receipts  for  it. 
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Q.  Counsel  are  employed  who  do  not  appear  where?  A.  In 
the  cases. 

Q.  Have  you  employed  such  counsel?     A.  ISTever. 

Q.  Have  you  paid  money  over  for  their  retainer?     A.  No,  sir. 

Q.  Well,  what  knowledge  have  you  that  any  of  the  money  to 
which  you  refer  was  used  for  such  purposes?  A.  I  have  simply 
heard  so,  I  have  been  so  informed. 

Q.  In  what  way  were  the  moneys  used  for  ordinary  legal 
expenses  aside  from  these  confidential  matters  drawn,  upon  who3e 
warrant  or  voucher?  A.  "Well,  the  bills  come  to  us  duly  ap- 
proved by  the  law  department  and  by  one  of  the  executive 
officers.  Since  I  have  been  chairman  all  bills  have  been  ap- 
proved by  the  executive  officers  before  we  act  upon  them. 

Q.  In  other  words,  there  would  be  an  expense  incurred  and 
a  proper  voucher  for  the  expense  O.K.'d  by  the  general  solic- 
itor of  the  company  or  his  representative,  and  the  matter  would 
be  passed  by  your  committee?     A.  Yes. 

Q.  Now,  in  these  cases  that  you  have  just  spoken  of,  why 
was  the  money  not  paid  to  the  general  solicitor  or  upon  his 
warrant  or  order  ?     A.  I  could  not  tell  you. 

Q.  Did  you  get  the  money  in  cash  ?  A.  It  was  drawn  in 
cash,  I  belive. 

Q.  The  first  payment  to  which  I  desire  to  call  your  atten- 
tion appears  in  the  blotter  under  date  of  January  30,  1904, 
of  Kobert  Olyphant,  chairman,  $25,000,  under  the  heading  of 
law.  Did  you  receive  that  money  in  cash?  A.  That  money 
was  paid  to  me  and  turned  over  in  cash  through  the  execu- 
tive, I  imagine. 

Q.  To  whom  was  it  turned  over?  A.  I  don't  know  posi- 
tively, I  could  not  remember.  But  either  to  one  of  the  vice- 
presidents  or  to  the  general  solicitor. 

Q.  Did  you  take  any  receipt  or  voucher?     A.  No,  sir, 

Q.  Did  you  know  what  the  money  was  paid  for?  A.  I  have 
told  you  what  I  was  informed. 

Q.  I  mean  more  definitely  than  that?  A.  I  was  told  that 
it  was  necessary  for  these  legal  expenses,  properly,  in  the  pro- 
tection of  the  policyholders'  interests  and  I  was  assured  that 
it  was  all  regular. 

Q.  Did  you  know  where  the  nioney  was  to  be  expended? 
A.  No,  sir. 

Q,  In  what  part  of  the  United  States?     A.  No. 
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Q.  Or  the  name  of  any  person  to  whom  it  was  to  be  given? 
A.  No,  sir. 

Q.  Or  the  character  of  the  service  for  which  it  was  to  be 
given?     A.  Only  legal. 

Q.  Did  you  know  that  it  was  to  be  a  legal  service  ?  A.  I 
so  understood  it. 

Q.  "Who  told  you  so?     A.  One  of  the  vice-presidents. 

Q.   Which  one?     A.  Well,  probably  Dr.  Gillette. 

Q.  Why  do  you  say  probably?  A.  Because  sometimes  I  con- 
ferred with  Mr.  Granniss. 

Q.  But  generally  with  Dr.  Gillette?  A.  Yes,  sir,  he  is  in 
charge  of  the  approval  of  the  vouchers  that  come  before  the 
expenditure  committee. 

Q.  I  do  not  understand  why  this  should  not  have  been 
drawn  direct  from  the  cashier  by  the  general  solicitor  of  the 
company  upon  his  word,  and  why  it  should  have  been  paid 
to  you  in  cash  and  turned  over  by  you  to  one  of  the  executives 
and  finally  reach  the  destination  that  you  have  stated.  A. 
Well,  Mr.  Hughes,  I  could  not  tell  you.  That  was  the  mode 
of  doing  it  and  I  followed  the  rule. 

Q.  You.  understood  that  so  far  as  the  auditing  of  the  books 
of  the  company  was  concerned  that  you  were  responsible  to 
the  Board  of  Directors  and  to  the  policyholders  for  the  proper 
disbursement  of  the  money  drawn  upon  your  order?  A.  Well, 
I  don't  know  as  I  have  gone  into  that  very  deeply  in  my 

Q.  Don't  you  understand  that  when  you  sign  a  voucher 
and  give  it  to  the  cashier  upon  which  he  pays  you  $25,000 
that  you  are  accountable  to  the  Mutual  Life  Insurance  Com- 
pany for  the  proper  expenditure  of  that  money?  A.  ISTot-^I 
don't  think. when  I  have  had  the  executive  tell  me  that-  it  was 
properly  expended,  and  I  took  their  word  for  it.  I  have  every 
confidence  in  the  executive. 

Q.  You  would  account  when  you  showed  what  you  had  done 
with  the  money  and  that  you  had  dealt  with  it  imder  circum- 
stances justifying  a  belief  that  it  was  properly  disbursed.  ISTow, 
you  have  not  yet  staged  what  you  did  with  the  money  in  a  definite 
or  particular  way  or  what  vouchers  you  took  for  it,  if  any  ?  A. 
I  did  not  take  any  voucher  for  it. 

Q.  And  you  have  made  as  full  a  statement  as  you  can  of  the 
disposition  of  it?    A.  Yes. 

Q'.  Is  that  true  of  the  subsequent  payments  of  $26,000   in 
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August  and  December,  1904,  which  you  received  in  like  manner  ? 
A.  They  were  all  alike  as  far  as  I  know. 

Q.  Take  the  payment  of  August,  1904.  Do  you  know  to  what 
executive  you  turned  over  the  money  ?    A.  No,  sir. 

Q.  Would  you  say  that  it  was  probably  Dr.  Gillette  ?  A.  Well, 
I  could  not  swear  to  it. 

Q.  How  frequently  do  these  transactions  occur  in  which  sums 
amounting  to  $25,000  in  cash  are  taken  by  you  and  paid  over 
to  some  executive  of  the  company  ?  A.  I  would  have  to  refer  you 
to  the  auditor  to  get  the  dates.     They  are  all  in  the  books. 

Q.  My  idea  was  that  perhaps  transactions  of  such  magnitude 
M-ould  make  some  impression  upon  your  naind  and  you  would 
be  able  to  state  whether  there  were  more  than  the  three  that  T 
found  the  other  day  ?    A.  There  are  more  than  three,  sir. 

Q.  And  were  there  more  than  three  last  year?  A.  I  could 
not  tell  you.     They  are  all  in  that  book. 

Q.  Were  there  similar  transactions  in  1903  ?    A.  Yes,  sir. 

Q.  And  in  1902  ?    A.  I  wasn't  Chairman  then. 

Q.  Do  you  know  what  the  Chairman  of  the  Expenditure  Com- 
mittee did  in  the  same  way  prior  to  the  time  when  you  became 
Chairman?     A.  l^o,  sir. 

Q.  Do  the  other  members  of  the  Executive  Committee  know 
that  you  received  this  money  in  this  way  ?  A.  Yes,  sir ;  their 
names  are  on  the  voucher. 

Q.  Well,  any  particular  number  of  names  or  the  names  of  all 
the  Committee  ?    A.  The  three  on  the  Committee. 

Q.  And  who  are  the  other  two?  A.  Mr.  Holden  and  Mr. 
Miller. 

Q.  What  Mr.  Holden  ?    A.  Mr.  James  0.  Holdien. 

Q.  And  Mr. .    A.  Mr.  Charles  E.  Miller. 

Q.  Who  was  the  Chairman  before  you  became  Chairman  ?  A. 
J.  Hooper  Terrick. 

Q.  Can  you  tell  me  approximately  the  amount  that  was  re- 
ceived by  you  upon  your  voucher  in  cash  and  used  in  the  manner 
you  have  stated,  during  the  year  1903  ?  A.  Well,  I  should  at  ti 
venture,  say  there  were  four  vouchers  in  each  year. 

Q.  And  each  voucher  $25,000?  A.  I  think  they  were.  I 
won't  be  sure. 

Q.  And  all  charged  to  legal  expenses  ?    A.  Yes,  sir;  as  far  as  I 

know. 

Q.  And  paid  once  a  quarter  ?    A.  No ;  different  times,  different 

dates. 
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Q.  Didn't  it  ever  occur  to  you,  Mr.  Olyphant,  that  it  was  your 
duty  as  the  Chairman  of  the  Executive  Committee  to  ascertain  to 
whom  this  money  went  beyond  the  mere  statement  of  an  ofBcer 
of  the  company  that  it  was  being  disbursed  properly  ?  A.  'No, 
sir. 

Q.  I  want  to  read  to  you  this  Article  44  of  the  By-Laws  of 
your  company : 

"  The  Committee  on  Expenditures  shall  consist  of  three 
members  who  shall  meet  weekly.  All  accounts  against  the  com- 
pany, except  those  duly  authorized  by  the  appropriate  committee, 
must  be  passed  upon  by  this  committee,  and  all  payments  only 
may  be  made  on  authority  of  any  of  the  executive  officers  in  the 
intervals  between  the  meetings  of  this  committee  shall  be  re- 
ported to  the  committee  at  its  next  meeting." 

The  intent  of  that  would  seem  to  be  plain.  Was  there  any  re- 
port ever  made,  either  to  you  or  to  the  Committee  on  Expendi- 
tures, as  to  the  way  in  which  these  amounts  of  $25,00Q  had  been 
disbursed  ? 

MR.  BECK:  Mr.  Hughes,  will  you  allow  me  to  see  that 
By-Law  ? 

ME.  HUGHES :    44  is  the  one  that  I  read. 

ME.  BECK:    I  just  want  to  see  the  date. 

ME.  HUGHES:  If  there  is  any  different  By-Law  in  force, 
or  it  has  been  changed  at  any  time,  or  my  suggestion  is  not  in 
every  way  accurate,  I  should  be  glad  to  have  it  corrected.  May 
we  assume  that  to  be  correct? 

ME.  BECK:    I  think  so;  subject  to  verification. 

ME.  HUGHES:  Now,  will  you  please  read  what  I  started 
to  say. 

The  stenographer  then  read:  The  intent  of  that  would  seem 
to  be  plain.  Was  there  any  report  ever  made,  either  to  you  or  to 
the  Committee  on  Expenditures,  as^  to  the  way  in  which  these 
amounts  of  $25,000  had  been  disbursed?  A.  No;  except  as  I 
have  stated. 

Q.  Now,  I  will  be  glad,  Mr.  Olyphant,  not  only  because  it  is 
proper  that  you  should  have  the  opportunity,  but  in  order  that  we 
may  be  enlightened  as  far  as  possible,  if  you  would  state  as  pre- 
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cisely  as  you  can  recall  what,  at  any  time,  has  been  said  to  you 
by  any  officer  of  the  company  as  to  the  purpose  for  which  these 
moneys  were  used?  A.  I  understand  that  these  moneys  went 
through  the  Legal  Department  for  purposes — for  the  purposes  as 
I  have  stated. 

Q.  I  would  like  to  have  you  state  those  again  and  as  definitely 
aa  you  can,  and  as  fully  as  possible,  that  is  giving  your  under- 
standing of  it  as  an  officer,  or  rather,  a  trustee  and  Chairman  of 
the  Committee.  A.  Well,  it  was  a  confidential  fund  for — or  a 
fund  for  confidential  legal  services. 

Q.  That  is  all  you  can  say  ?    A.  That  is  all  I  can  say. 

Q.  Now,  I  would  like  to  have  you  state  whether  you  can — — 
A.  ISTow,  I  might  add,  that  I  have  heard  that  there  were  contribu- 
tions made  to  the  National  Committee,  and  if  they  were,  I  sup- 
pose they  came  out  of  that  fund,  and  was  looked  upon  as  legal 
services. 

Q.  Why  do  you  suppose  they  came  out  of  that  fund?  A.  Be- 
cause I  have  heard — I  understood  that  they  had  been  made,  and 
there  is  nothing  to  show  that  they  came  from  anywhere  else. 

Q.  Who  informed  you  that  they  had  been  made  ?  A.  I — there 
was  one  of  the — I  think  Dr.  Gillette  said  there  had  been  contribu- 
tions given  to  protect  the  policyholders  against  pending  legislation 
— financial  legislation. 

Q.  Against  what  financial  legislation  ?  A.  Why,  the  Demo- 
cratic Platform. 

Q.  To  what  time  did  he  refer  ?    A.  I  don't  know. 

Q.  Was  this  with  reference  to  the  last  campaign  ?  A.  I  don't 
think  so. 

Q.  When  did  you  have  your  conversation  with  him?  A.  I 
couldn't  remember. 

Q.  Well,  have  you  frequently  talked  with  him  about  this? 
A.  No,  sir.  I  don't  see  him  very  often.  I  am  a  pretty  busy 
man,  and  I  get  through  my  work  and  go  back  to  my  ovm  business. 

MR.  HUGHES:  We  would  like  to  have  Dr.  Gillette  come 
down  right  away,  if  you  will. 

MR.  BECK:  If  you  want  Dr.  Gillette  will  you  kindly  excuse 
Mr.  Granniss?  The  corporation  nov/  has  its  two  vice-presidents. 
We  must  have  some  one  there  to  attend  to  their  business. 

MR.  HUGHES:  I  can't  excuse  them  this  morning,  Mr.  Beck. 
If  Tou  will  have  Dr.  Gillette  come  dovsm  we  will  try  and  put 
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them  to  as  little  inconyenience  as  possible,  but  I  think  they  can 
spare  the  time  for  an  hour  or  two. 

Q.  So  far  as  you  are  aware,  any  contributions  made  to  political 
campaign  fimds  Avere  not  charged  to  any  other  account  than  legal 
expenses?     A.  Yes,  sir. 

Q.  Did  you  ever  get  any  moneys  from  the  cashier  on  your 
voucher,  which  moneys  were  charged  to  any  account  other  than 
legal  expenses  ?    A.  I  don't  thinlj  so. 

Q.  Have  we  now  in  the  eight  payments  of  $25,000  each, 
which  I  understand  you  recall,  all  the  moneys  that  have  been 
drawn  upon  your  voucher  ?    A.  For  those  two  years  ? 

Q.  Yes.  Now,  previously  did  you,  as  a  member  of  tho  Com- 
mittee on  Expenditures,  sign  vouchers  for  similar  payments  to 
the  then  Chairman  of  the  Committee?  A.  I  imagine  that  I 
initialed  them  as  they  were  presented  to  the  committee. 

Q.  Do  you  recall  whether  in  1902  and  1901,  and  1900  similar 
payments  were  made  to  the  Chairman  of  the  Committee,  or  any 
payments  made  to  him  upon  his  voucher?  A.  I  couldn't  recall 
it;  no,  sir. 

Q.  Or  in  either  of  those  years?    A.  I  couldn't  recall  it. 

Q.  What  is  your  idea  about  it,  was  this  practice  originated 
when  you  became  Chairman  ?    A.  ISTo,  sir. 

Q.  Then  we  may  assume  that  substantially  the  same  thing  had 
occurred  for  a  number  of  years  ?    A.  Yes,  sir. 

Q.  And  were  the  drafts  about  the  same  amount  ?  A.  I  imagine 
so. 

Q.  Were  they  in  round  sums  of  $25,000  four  times  a  year? 
A.  I  couldn't  tell  you. 

Q.  When  it  was  necessary  to  get  moneys  of  that  sort,  who 
came  to  you  and  asked  for  them  ?    A.  The  Executive. 

Q.  Who  brought  it  to  your  attention?    A.  The  Executive. 

Q.  Well,  which  one?  A.  Mr.  Granniss;  sometimes  Dr.  Gil- 
lette. 

Q.  Did  Mr.  McCurdy  ever  -covae  to  you  ?    A.  ISTo,  sir. 

Q.  What  supervision  did  you  exercise  over  the  expenses  of  the 
Legal  Department  with  reference  to  retainers  given  to  counsel 
and  the  like  in  different  States?  I  mean  when  I  say  you,  the 
Committee  on  Expenditures,  of  which  you  were  Chairman?  A. 
They  audited  the  vouchers  and  directed  them  to  be  paid. 

Q.  The  Committee?    A.  Yes,  sir. 
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Q.  Well,  in  auditing  the  vouchers,  did  the  Committee  do  any- 
thing more  than  to  observe  that  the  voucher  was  for  a  certain 
sum  of  money?  A.  In  very  rare  instances  we  may  have  asked 
when  it  didn't  show  what  it  was  for. 

Q.  Well,  did  the  vouchers  show  what  they  were  for,  beyond 
the  fact  that  a  certain  amount  of  money  had  been  paid  ?  A.  Some 
yes;  some  no. 

Q.  When  they  did  not  show,  did  the  Committee  on  Expendi- 
tures make  any  effort  to  supervise  the  account?  A.  When  they 
were  properly  endorsed,  no. 

Q.  What  do  you  mean  by  that,  endorsed  by .     A.  Duly 

approved  through  the  different  departments. 

Q.  Well,  I  am  speaking  now  of  the  Legal  Department.  A. 
Well,  through  the  Legal  Department. 

Q.  Would  it  be  fair  to  say  that  any  expenditure  that  came  to 
the  committee  through  the  general  solicitor,  would  be  parsed  with- 
out question  ?     A.  And  approved  by  the  executive. 

Q.  By  one  of  the  vice-presidents  or  the  president?  A.  Yes, 
sir;  one  of  the  vice-presidents. 

Q.  Are  all  the  vouchers  approved  by  one  of  the  vice-presidents  ? 
A.  Every  one  of  them. 

Q.  So  that  the  business  of  the  Committee  on  Expenditures  as 
practically  conducted  is  to  see  if  the  vouchers  before  them  have 
the  sigTiature  of  one  of  the  vice-presidents  and  the  check  of  the 
man  in  charge  of  the  department  ?     A.  Yes,  sir. 

Q.  And  that  is  all  they  do  ?     A.  Principally. 

Q.  Well,  do  they  ever  do  anything  more  than  that?  A.  Once 
in  a  while  we  ask  the  cause  of  a  charge  in  different  directions. 

Q.  Why  ?     A.  When  we  think  it  is  a  little  large. 

Q.  Can  you  recall  such  a  case  ?    A.  Not  at  the  moment. 

Q.  And  you  didn't  ask  such  an  explanation  in  connection  with 
these  matters  that  have  been  brought  to  your  attention  of  $25,- 
000  each  ?  '  A.  I  asked  if  they  were  all  right  and  proper  and 
absolutely  nei^essary  for  the  protection  of  the  policy  holders'  in- 
terests in  different  parts  of  the  country  and  I  was  assured  they 
were. 

Q.  The  point  I  have  in  mind  is  this,  Mr.  Olyphant :  These  by- 
laws read  very  well  and  we  all  appreciate  the  standing  of  the 
members  of  the  Board  of  Trustees.  I  want  to  know  whether  it  is 
the  fact  that  if  one  of  the  vice-presidents  tells  you  a  particular 
thing  is  all  right,  that  you  as  a  member  of  the  committee  simply 
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adopt  it  and  ask  no  further  questions,  although  you  know  nothing 
of  the  matter  yourself  ?     A.  We  have  to. 

MR.  HUGHES :  That  is  all,  Mr.  Olyphant.  Pardon  me,  I  did 
not  ask  if  the  committee  had  any  questions. 

THE  CHAIRMAN:    No,  I  think  not 

MR.  HUGHES:    Mr.  Graaniss. 

MR.  GRANiSriSS,  recalled,  testified  as  follows: 

BY  MR.  HUGHES : 

Q.  Mr.  Granniss,  our  attention  has  been  called  to  a  contribution 
to  the  Republican  Congressional  Committee  of  $2,500  last  fall, 
I  understand,  as  a  result  of  an  interview  between  you  and  Chaii^ 
man  Babcock.     Do  you  recall  that  ?     A.  I  do,  sir. 

Q.  To  what  account  was  that  payment  charged  ?  A.  I  presume 
it  was  charged  to  law  expenses. 

Q.  Why  do  you  presume  so?  A.  Simply  because  I  didn't  see 
the  entry  made. 

Q.  That  would  have  been  the  appropriate  course  ?  A.  That 
would  have  been  the  appropriate  course. 

Q.  Is  that  the  course  that  other  campaign  contribtitions  have 
tal?en  ?  "A.  I  presume  so,  although  I  am  not  familiar  with  the 
exact  entries  that  were  made  in  such  cases. 

Q.  What  other  campaign  contributions  have  been  made  by  the 
Mutual  Life  Insurance  Company  ?  A.  I  can't  state  positively  of 
my  own  knowledge. 

Q.  Well,  state  what  do  you  know  aboiit  it  ?  A.  I  simply  know 
that  there  were  some  campaign  contributions  made,  but  the 
amounts  I  can't  state  because  I  don't  know. 

Q.  In  what  years?  A.  I  think  in  1900  — no,  1896,  1900  and 
1904. 

Q.  How  about  1892  ?     A.  That  I  don't  know  about. 

Q.  You  were  an  oiScer  of  tlie  company  at  that  time  ?     A.  I  was. 

Q.  What  was  the  amount  of  the  contribvition  in  1896  ?  A.  That 
I  don't  know. 

Q.  These  were  contributions  to  the  Republican  CampaigTi 
Fund?     A.  I  believe  they  are. 

Q,  You  are  familiar  with  contributions  to  campaign  funds  to 
iioth  parties?     A.  ISTo;  I  am  not  familiar. 

Q.  Do  you  recall  a  case  in  which  the  contribution  has  been  di- 
vided?    A.  I  do  not  at  this  moment. 


Testimony  of  Robert  A.  Oranniss.  133Y 

Q.  Well,  why  do  you  say  at  this  moment  ?  Have  you  a  general 
recollection  about  that?     A.  No;  I  have  not. 

Q.  Is  this  contribution  of  last  fall  to  the  Republican  Congres- 
sional Committee  the  only  contribution  ever  made  to  the  campaign 
fund  of  a  Congressional  Committee?  A.  The  only  one  that  I 
know  anything  about. 

Q.  What  other  officers  of  your  company  deal  with  such  matters  ? 
A.  Dr.  Gillette. 

Q.  Have  you  conversations  with  him  from  time  to  time  with  re- 
gard to  such  matters  ?     A.  Yes. 

Q.  Can  a  contribution  be  made  without  your  knowledge?  A. 
It  could  be. 

Q.  Or  withoiit  its  coming  to  your  attention  as  an  oificer  of  the 
company  ?     A.  It  could  be. 

Q.  Are  you  in  such  a  position  in  the  Mutual  Life  Insurance 
Company  that  you  can  take  out  a  sum  of  money  and  pay  it  over  to 
a  campaign  committee  and  no  other  officer  of  the  company  know 
it?     A.  ISTo. 

Q.  What  other  officer  of  the  company  would  have  to  know  it  ? 
A.  The  President  would  know  it. 

Q.  Anybody  else?  A.  And  some  members  of  the  Finance 
Committee  would  know  it. 

Q.  Did  the  members  of  the  Finance  Committee  know  of  this 
campaign  contribution  to  the  Eepublican  Congressional  Commit- 
tee ?     A.  I  presume  they  did. 

Q.  What  niembers  of  the  Finance  Committee  knew  it?  A.  I 
could  not  state  positively,  but  I  know  that  a  number  of  them  did 
know  it 

Q.  Then  you  must  have  told  them  ?     A.  I  or  the  president. 

Q.  Did  the  president  know  of  it?     A.  He  did. 

Q.  Did  he  authorize  you  to  make  it?  A.  You  mean  this  par- 
ticular $2,500  ? 

Q.  Yes,     A.  He  was  familiar  with  the  circumstances. 

Q.  Did  he  authorize  you  to  make  it?  A.  In  the  ordinary 
course  —  I  don't  recollect  whether  he  authorized  me  to  make  that 
particular  contribution,  but  I  knew  what  his  views  were  on  the 
subject,  and  I  also  knew  the  views  of  the  members  of  the  Finance 
Committee  on  the  subject. 

Q.  What  were  those  views?  A.  Those  views  were  that  under 
conditions  such  as  existed  at  that  time  that  it  would  be  justifiable 
in  us  to  make  a  contribution. 
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Q.  What  were  tliose  conditions  ?  A.  The  conditions  were  that 
we  were  menaced  by  a  revival  of  the  free  silver  theory. 

Q.  What,  in  1904  ?     A.  In  1904,  yes. 

Q.  Last  fall  ?     A.  That  question  came  up. 

Q.  Well,  that  is  news  to  me,  but  I  would  be  glad  to  have  you 
state  more  in  detail  how  you  were  menaced  last  fall  by  the  free 
silver  theory?  A.  That  question  did  come  up  with  my  conversa- 
tion with  Mr.  Babcock  at  the  time  that  contribution  was  made. 

Q.  And  the  size  of  your  contribution  I  stippose  indicates  the 
remoteness  of  the  danger?     A.  I  beg  your  pardon. 

Q.  I  said  the  size  of  the  contribution  indicated  the  remotenes.^ 
of  the  danger?  A.  You  mean  to  imply  that  if  the  danger  had 
been  greater  the  contribution  would  have  been  larger? 

Q.  That  is  what  came  into  my  mind.  Is  that  improper?  "K, 
I'hat  is  a  matter  of  taste. 

Q.  You  don't  think  it  would  have  been  larger  if  the  danger 
had  been  great.  A.  I  don't  think  it  would  have  been  any  larger  if 
the  danger  had  been  greater.  That  is  purely  a  hypothetical  ques- 
tion. 

Q.  Of  course.  Well,  had  you  had  a  discussion  with  Presidenf" 
McCurdy  as  to  the  danger  of  the  revival  of  a  free  silver  agitation 
before  this  contribution  was  made?  A.  I  can't  recall  any  such 
discussion,  but  the  officers  and.  trustees  usually  discuss  matters 
of  that  kind  and  we  act  accordingly. 

Q.  Then  I  suppose  other  contributions  that  have  been  made 
have  been  the  subject  of  discussion  of  the  executive'  officers  and 
members  of  the  finance  committee?    A.  Without  doubt. 

Q.  And  in  that  way  must  have  been  brought  to  your  attention 2 
A.  Yes. 

Q.  Even  though  you  didn't  actually  make  the  payments  your- 
self?   A.  Exactly. 

Q.  Well,  now,  will  you  kindly  tell  us,  Mr.  Granniss,  all  about 
it,  just  what  has  been  done  and  tho  policy  of  it  and  why  it  has  been 
done — all  that  you  recall  upon  that  subject?  A.  I  believe  that 
you  propose  to  examine  Mr.  McCurdy? 

Q.  Yes.  A.  T  think  perhaps  it  would  be  better  for  him  to  makp 
that  statement  than  myself. 

Q.  Very  good.  As  long  as  we  have  the  facts  I  don't  care  who 
states  them.  But  as  you  are  on  the  stand,  Mr.  Grannis,  I  think 
you  should  give  your  own  statement,  as  you  yourself,  as  an  officei- 
of  this  company,  are  responsible  for  the  conduct  of  its  affairs. 
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A.  I  coneidered,  sir,  that  we  were  justified,  when  we  considered 
the  best  interests  of  the  policyholders  in  making  these  contri- 
butions. 

'  Q.  Well,  what  was  the  justification?    A.  The  justification  was 
the  free  silver  menace. 

Q.  You  are  referring  now  to  last  fall?  A.  Last  fall  and  pre- 
vious contributions. 

Q.  Have  all  your  contributions  been  dictated  by  the  fear  of  the 
free  silver  menace?     A.  Mainly. 

Q.  What  else  has  led  to  them?  A.  I  don't  know  of  any  other 
causes  that  led  up  to  them. 

Q.  How  much  did  the  Mutual  Life  Insurance  Company  con- 
tribute to  the  last  campaign  fund  of  the  Eepublican  party  ?  A.  I 
can't  state  positively,  as  I  told  you. 

Q.  Well,  as  nearly  as  you  can?  A.  Well,  I  don't  care  to 
approximate,  because  you  can  very  readily 'ascertain  the  exact 
amount  from  Dr.  Gillette. 

Q.  Well,  if  I  can  readily  ascertain  it  it  must  be  a  matter 
where  you  would  be  very  close  to  the  truth.  We  will  correct 
it  if  necessary.  A.  I  don't  think  it  exceeded  $20,000,  but  it- 
may  have  done  so. 

Q.  What  discussion  was  there  before  that  contribution  with 
reference  to  its  propriety?  A.  I  don't  recall  any  particular  dis- 
cussion, but  I  do  recall  the  fact  that  the  matter  wjs  very  thor- 
oughly discussed. 

Q.  With  whom?  A.  Between  the  executive  ofiicers  and  mem- 
bers of  the  Finance  Committee. 

Q.  Did  it  take  the  form  of  a  discussion  entered  in  the  min- 
utes and  followed  by  a  resolution  ?  A.  ISTo,  informal  discussion? 
of  that  kind  are  not  entered  in  the  minutes. 

Q.  And  then  when  the  money  was  drawn  how  was  the  pay- 
ment vouchered?    A.     That  I  don't  know. 

Q.  You  never  inquired  as  to  that?  A.  'No,  it  was  not  neces- 
sary for  me  to  inquire. 

Q.  You  say  it  was  not  necessary.  Why  not?  A.  Simply 
because  the  matter  was  left  in  the  hands  of  Dr.  Gillette. 

Q.  Eeference  has  been  made,  Mr.  Granniss,  to  the  employ- 
ment of  attorneys  in  other  States  throughout  the  country  with 
reference  to  matters  of  legislation.  Are  you  conversant  with 
those  matters?    A.  To  a  certain  extent. 

Q.  To  what  extent?  A.  To  this  extent,  that  those  matters 
were  in  the  hand?  of  Mr.  Short,  the  general  solicitor,  and  if  was 
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customary  for  liim  to  confer  with  me  in  regard  to  legislation  in 
different  States. 

Q.  Do  you  have  anything  to  do  with  the  accounts  of  the  supply 
department?     A.  'No. 

Q.  Do  you  know  anything  about  that  ?    A.  No. 

Q. ,  Do  you  know  of  any  moneys  paid  to  Mr.  Fields  ?  A.  No, 
I  do  not. 

Q.  Are  those  matters  brought  under  your  supervision  in  any 
way  ?    A.  They  are  not,  no. 

Q.  Who  has  charge  of  them?  A.  Dr.  Gillette  has  charge  of 
the  initialing  of  vouchers  for  payments  of  moneys.  That  is  his 
particular  province. 

Q.  You  have  heard  Mr.  Olyphant's  testimony  with  reference 
to  these  moneys  that  were  drawn,  about  $25,000  four 
times  a  year  on  the  voucher  of  the  chairman  of  the  committee 
on  expenditures?  Have  you  ever  asked  Mr.  Olyphant  to  get 
any  money  from  the  cashier  for  confidential  legal  expenses? 
A.  I  do  not  recall  having  done  so.  At  the  same  time 
I  find  that  one  of  those  vouchers  has  been  initialed  by 
me. 

Q.  Are  those  vouchers  here  ?  A.  I  believe  so. 

Q.  Will  you  produce  them  ? 

(Papers  produced.) 

Q.  (Handling  papers.)  Here  are  certain  vouchers  produced. 
Which  is  the  one  to  which  you  refer?  A.  The  one  on  top,  sir; 
pay  to  the  order  of  expenditures. 

ME.  HUGHES :  I  will  offer  the  voucher  in  evidence. 

(Paper  marked  Exhibit  268.) 

ME.  HUGHES :  New  York,  the  28th  day  of  January,  1904. 
Eeceived  of  the  Mutual  Life  Insurance  Company  of  New  York 
$25,000  for  the  use  of  expenditures  committee,  $25,000.  (Signed) 
Robert  Olyphant,  Chairman. 

Stamped:  Committee  on  expenditures  ordered  paid  January 
30,  1904.  $25,000.  Initialed  J.  C.  H.  and  C.  E.  N.  In  the 
corner  "  Law."  Another  stamp.  Mutual  Life  Insurance  Com- 
pany, January  28,  1904. 

Q.  Is  that  your  name  ?    A.  Yes. 

Q.  Simply  Granniss  ?    A.  Granniss,  with  my  initial  stamp. 


Testimony  of  Robert  A.  Granniss,  1341 

ME.  HUGHES:   Stamped  Granniss. 

Q.  Now,  this  money  was  obtained,  as  I  understand  it,  upon 
your  authorization?    A.  Yes. 

Q.  It  would  not  have  been  obtained  without  it?  A.  Oh,  yes 
it  might  have  been  obtained  on  some  other  officer's,  yes. 

Q.  Well,  by  some  other  officer  ?    A.  Yes. 

Q.  What  was  it  obtained  for?  A.  I  cannot  tell  you,  now, 
sir. 

Q.  Did  you  know  at  the  time  ?    A.  I  presume  I  did. 

Q.  Did  you  know  of  your  own  knowledge  or  from  what 
someone  told  you?  A.  From  what  someone  told  me  prob- 
ably. 

Q.  And  who  probably  told  you?  A.  I  cannot  tell  positively, 
Mr.  Hughes.    I  don't  know. 

Q.  W^ho  were  confidentially  employed  by  the  Mutual  Life 
Insurance  Company?     A.     In  what  respect,  for  what  purpose? 

Q.  Well,  that  is  what  I  want  to  find  out,  but  Mr.  Olyphant 
said  a  moment  ago  that  these  moneys  went  to  some  extent  apart 
from  such  as  may  have  been  used  in  campaign  contributions,  as 
I  understood  him,  for  the  confidential  services  that  might  be  re- 
quired by  your  company  in  protecting  its  policyholders  ?  A.  Why 
those  expenditures  were  all  made  through  Mr.  Short  of  the  law 
department. 

Q.  Well,  was  this  made  through  Mr.  Short?  A.  I  presume 
it  was. 

Q.  Well,  in  order  that  Mr.  Short  might  get  the  money  an 
officer  would  have  to  approve  of  the  transaction?  A.  Have  to 
vise  it,  yes,  sir. 

Q.  What  did  you  know  about  this  or  any  one  of  the  payments 
of  $25,000  or  about  the  payments  for  confidential  services  of 
any  sort?    A.  This  voucher  is  dated  a  year  ago,  Mr.  Hughes. 

Q.  Yes.  A.  As  I  cannot  recall  at  this  time,  I  presume  at 
the  time  I  signed  that  voucher  I  was  fairly  convinced  of  the 
propriety  of  signing  it,  but  I  cannot  give  you  the  reasons  now, 
for  it  is  a  year  ago  or  more. 

Q.  Have  you  ever  done  it  before  or  since?  A.  I  don't  know. 
It  is  possible  I  may  have,  but  I  do  not  recall  it. 

Q.  Do  you  kn^w  any  persons  to  whom  money  is  paid  for  legal 
services,  or  ostensibly  legal  services,  whose  names  do  not  appear 
upon  the  vouchers  held  by  the  company?    A.  I  do  not. 

Q.  Did  you  know  af  any  lawyer  who  is  under  annual  retainer 
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by  the  company  apart  from  its  general  solicitor?    A.  I  do  not  re- 
call any  jnst  at  this  moment. 

Q.  Why  do  you  emphasize  jnst  at  this  moment?  A.  Simply 
because  this  is  the  moment  I  am  being  interrogated. 

Q.  Yes,  but  do  you  mean  by  that  that  you  cannot  give  his  name 
or  cannot  think  of  his  name?  A.  I  cannot  think  of  his  name  at 
the  moment. 

Q.  Is  there  any  such  man?  A.  I  do  not  know  of  any  such 
man,  but  yet  there  may  be. 

Q.  Have  you  stated  all  the  moneys  which  so  far  as  you  have 
ever  heard  from  any  ofScer  of  the  company  have  been  paid  to  cam- 
paign committees  ?    A.  I  have. 

Q.  Have  you  included  in  your  statement  moneys  paid  for  state 
or  local  purposes?    A.  I  liave. 

Q.  What  contributions  so  far  as  you  have  heard  from  any 
officer  of  your  company  have  been  made  for  state  campaigns? 
A.  None  at  all  that  I  know  of.    I  never  heard  of  any. 

Q.  Did  you  know  that  an  agent  of  your  company  in  the  State 
of  Washington  had  paid  $5,000  to  a  local  campaign  fund?  A.  'No, 
I  never  heard  of  it,  and  I  do  not  believe  it. 

Q.  Can  such  a  thing  be  done  by  a  general  agent  of  your  com- 
pany without  its  coming  to  the  attention  of  the  officers  of  the 
company?    A.  No. 

Q.  How  would  it  come  to  their  attention?  A.  Unless  he  took 
it  out  of  his  own  pocket  or  out  of  his  own  private  means  he  would 
have  to  charge  it  in  his  account. 

Q.  And  how  do  those  accounts  come  along,  do  they  have  any 
items  such  as  legal  expenses?  A.  No,  unless  they  are  specially 
allowed  from  the  home  office. 

Q.  Who  atidits  the  accounts  of  general  agencies?  A.  The 
auditor. 

Q.  Does  the  committee  of  expenditures  deal  with  that?  A.  Not 
until  after  the  auditor  has  passed  upon  it. 

Q.  You  refer  by  lie  auditor  to  Mr.  Preller,  whom  we  met  the 
other  day  ?    A.  I  do. 

Q.  Did  you  know  Andrew  Hamilton  ?    A.  No,  I  did  not.  • 

Q.  Never  met  him  ?  A.  I  may  have  met  him  once,  but  if  so 
I  cannot  recall  the  occasion.  Since  this  interrogation  began  I  have 
tried  to  recall  if  I  ever  have  had  the  pleasure  of  meeting  Mr. 
Hamilton,  but  I  cannot  recall  that  I  ever  did  so. 

Q.  Did  you  ever  meet  any  officer  of  the  Equitable  o»  New  York 
Life  with  a  view  of  determining  what  steps  should  be  taken  with 
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reference  to  legislation  in  any  states  or  territories  or  sections  or 
districts  of  states  ?    A.  No,  I  never  have. 

Q.  Have  you  gi\-en  any  instructions  to  Mr.  Thummel  as  to  what 
he  should  do  with  regard  to  such  matters  ?  A.  I  presume  I  have, 
but  I  have 

Q.  Kindly  state  what  instructions  you  think  you  have  given  to 
him  or  presume  you  have  given  to  him  ?  A.  I  cannot  recall.  The 
instructions  given  to  Mr.  Thummel  varied  with  the  conditions 
that  existed  at  the  time  the  instructions  were  given.  I  cannot  re- 
call any  case. 

Q.  D'o  you  recall  any  case  in  the  last  five  years  in  which  it  has 
been  necessary  for  your  company  to  give  attention  to  legislation 
in  any  particular  state  ?    A.  ISTo  particular  case. 

Q.  Is  your  mind  an  entire  blank?    A.  No,  not  an  entire  blank. 

Q.  Will  you  kindly  state  what  there  may  be  in  it?  A.  You 
mean  in  my  mind  ? 

Q.  Yes,  on  that  subject.  A.  Well,  out  of  respect  to  you  I  won't, 
mention  it,  sir. 

Q.  Well,  I  am  sorry,  but  I  understood  you  said  you  did  have 
something  in  your  memory  on  this,,  and  I  am  anxious  to  find  out 
what  it  is.  A.  I  told  you  I  decided  each  case  as  it  came  up,  but 
I  do  not  recall  now  what  particular  instructions  were  given. 

Q.  No,  but  when  I  asked  you  if  your  mind  was  a  complete 
blank  on  the  subject  you  said  not  mtirely.  '  If  there  is  anything 
you  recall  state  it.  A.  I  do  not  recml  any  particular  case  when  I 
gave  him  instructions.  It  has  been  the  practice  of  myself  and 
Mr.  Short  when  he  was  living  to  have  almost  daily  consultations 
in  regard  to  legislation  in  various  parts  of  the  country.  We  were 
f  uriiished  each  day  with  a  statement  or  bulletin,  rather,  issued  by 
the  Underwriter,  the  weekly  Underwriter,  an  insurance  publica- 
tion in  New  York  City,  and  that  bulletin  contained  each  day  a 
brief  memoranda  of  the  laws  introduced  in  various  state  legisla- 
tures all  over  the  country.  Mr.  Short  would  generally  make  some 
memorandum  in  regard  to  whether  this  law  or  that  law  or  the 
other  law  was  favorable  or  unfavorable  to  life  insurance-interests 
and  we  would  discuss  the  propriety  of  either  opposing  them  or 
favoring  them. 

Q..  That  is  it  exactly.  That  is  what  I  wanted  to  get  at.  A.  I 
supposed  you  wanted  individual  cases,  and  that  of  ^course  I  could 
not  recall. 

Q.  Well,  I  wanted  whatever  you  could  state,  and  the  statement 
of  the  general  practice  is  very  important.    Now,  when  you  came 
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to  tlie  conclusion,  on  the  advice  of  the  solicitor  or  on  your  judg- 
ment, that  certain  threatened  legislation  was  hostile  to  your  in- 
terests what  did  you  do  about  it?  A.  Either  I  instructed  Mr. 
Thummel  myself  or  Mr.  Short  instructed  Mr.  Thummel  to  take 
such  proper  measures  as  would  conduce  to  defeat  legislation  of 
that  kind,  unfavorable  legislation.  ' 

Q.  What  sort  of  measures  were  they,  was  that  left  entirely 
to  Mr.  Thummel's  discretion  ?  A.  E"ot  entirely.  There  were  some 
different  measures  adopted  in  different  cases.  "We  authorized 
counsel  to  appear  before  a  committee;  we  authorized  the  publica- 
tion of  circulation;  we  authorized  publications  in  papers  and 
whatever  was  proper  and  right  to  do  in  order  to  influence  public 
sentiment  or  the  opinions  of  legislators  in  regard  to  bills  that  were 
unfavorable  to  the  interests  of  life  insurance  generally.  We  were 
not  particularly  interested  so  far  as  our  own  company  was  con- 
cerned, but  for  all  the  companies.  In  cases  of  unnecessary  taxa- 
tion —  what  seemed  to  us  unnecessary  taxation . —  or  bills  requir- 
ing that  we  should  comply  with  certain  regulations  that  were 
inimical  to  the  interests  of  the  company.  All  proper  itneasures 
were  adopted  in  order  to  prevent  the  passage  of  such  bills. 

Q.  Well,  suppose  it  was  necessary  to  expend  money  in  such 
cases.     Was  the  matter  brought  to  your  attention?     A.  No. 

Q.  Did  Mr.  Thummel  have  authority  to  draw  money  for  such 
purposes  without  the  apprfl^al  of  an  executive  officer?  A.  After 
consultation  with  Mr.  Short.  Mr.  Short  was  the  medium  through 
which  it  went. 

Q.  Did  Mr.  Short  have  authority  to  expend  any  money  so  far 
as  might  be  necessary  without  consultation  with  any  executive 
officer  ?     A.  Up  to  a  certain  extent,  yes. 

Q.  To  what  extent?  A.  I  cannot  state  the  exact  amount,  but 
his  recommendation  —  if  Mr.  Short  came  to  me  and  said  I  recom- 
mend that  so  much  money  be  allowed  Mr.  Thummel  for  this,  or 
that,  or  the  other  purpose,  it  was  usually  vised. 

Q.  Did  he  have  a  regular  allowance  of  an  amount  which  he 
could  spend,  or  did  he  make  particular  requests  or  requisitions? 
A.  He  made  particular  requests  to  cover  particular  cases. 

Q.  And  those  were  made  to  whom?  A.  Sometimes  to  me  and 
sometimes  to  Dr.  Gillette. 

Q.  Recalling  what  you  can  of  what  has  taken  place  between 
him  and  you  on  that  point,  did  he  explain  to  you  the  precise  pur- 
pose of  the  payment?     A.  Usually,  as  near  as  I  can  remember. 
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Q.  Did  he  give  you  a  voucher  stating  those  purposes?  A.  I 
do  not  recollect  that.  I  do  :not  recall  his  giving  me  a  voucher.  If 
he  had  an  order  on  the  cashier  and  wanted  me  to  vise  it  I  vs^ould 
usually  do  so  after  his  explanation,  and  if- 1  did  not  think  it  ad- 
visable I  declined  to  authorize  the  expenditure. 

Q.  What  amounts  of  money,  say  in  1904,  were  expended  vn 
tiiat  way  to  protect  the  company,  against  legislation  so  far  as  you 
are  able  to  recall  them?     A.  I  have  not  any  idea  ..at  all. 

Q.  Well,  suppose  you,  as  an  ofhcer  of  the  company,  wanted  to 
find  out,  what  would  you  do?  Where  would  you  go?  A.  I  would 
consult  with  Mr.  Short  and  ask  him 

Q.  That  is  impossible,  because  he  is  dead  ?  A.  I  know,  un- 
fortunately, it  is. 

Q.  But,  he  being  gone,  how  would  one  be  able  to  find  out  what 
you  spent  last  year  in  this  way?  A.  It  might  be  possible  through 
the  Law  Department. 

Q.  Is  there  anyone  there  who  acted"  as  his  lieutenant  who  would 
know  all  about  these- matters?  A.  Mr.  Allen -might  be  able  to 
gather  up  the  vouchers.     I  don't  know,  about  it. 

Q.  Is  there  any  record  or  account  in  the  books  of  your  coittpahy, 
or  any  vouchers  in  the  possession  of  your  company,  which  would 
give  the  information?  A.  That  I  do  not  know,  Mr.  Hughes. 
The  bookkeeping  part  of  it 

THE  CHAIRMAN:   Mr.  Hughes,  when  did  Mr.  Short  die? 

Q.  When  did  Mr.  Short  die?  A.  He  died  three  or  four  months 
ago.  i 

ME.  HUGHES:  If  you  will  withdraw,  Mr.  Gramiiss,  I  will 
call  Dr.  Gillette. 


WALTER  E.  GILLETTE,  called  as  a  witness,  being  "duly 
aifirmed,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  You  are  vice-president  of  the  Mutual  Life '  Insurance  Com- 
pany?    A.  Yes.  . 

Q.  How  long  have  you  been  vice-president?  A,  Since  July, 
1903. 

Q.  Were  you  connected  with  the  company^  prior  to  that  tipe? 
A.  Some  twenty-five  years.  ,  ,, 

Q.  In  what  way?     A.  Mrst  as  a  medical  examiner,  outside 
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medical .  examiner,  then  as  Medical  Director,  and  afterward  as 
General  Manager,  and  finally  as  vice-president. 

Q.  How  long  were  you  General  Maiiager?  A.' I  did  not 
bring  those  dates  with  me,  but  I  think  about  twelve  years.  I 
could  not  tell  you  definitely.     Ten  or  twelve  years. 

Q.  Were  the  duties  of  the  general  manager  at  that  time  the 
same  as  they  appear  to  be  now,  by  the  By-Laws,  that  is,  to  do 
whatever  may  be  delegated  to  him  by  the  executive  officers? 
A.  They  were. 

Q.  And  what  particular  part  of  the  business  did  you  have 
charge  of  as  general  manager?  A.  At  that  time  my  particular 
charge  was  the  management  of  the  domestic  agencies. 

Q.  What  were  the  years  exactly,  when  you  were  general 
manager?  A.  I  cannot  recall,  as  I  have  told  you.  I  did  not 
bring  the  data  with  me.  I  was  general  manager,  I  think,  ten 
or  twelve  years  prior  to  1903. 

Q.  Did  you  have  occasion  to  know  of  the  terms  of  the  con- 
tract of  C.  H.  Kaymond  &  Company?     A.  I  think  I  did. 

Q.  Did  you  enter  into  that  contract,  or  were  you  instructed 
to  enter  into  it  ?     A.  I  entered  into  it. 

Q.  On  your  own  initiative?  A,  I  presume  so.  I  cannot 
think  of  anything'  else  that  would  have  induced  me  to. 

Q.  Was  that  contract,  or  those  contracts,  with  C.  H.  Ray- 
mond &  Company  brought  before  any  committee  of  the 
society?  A.  I  don't  know  whether — I  presume  they  were  re- 
ported to  the  agency  committee,  but  I  do  not  recall  that. 

Q.  Is  it  the  practice  to  have  contracts  made  without  report- 
ing them  to  the  Agency  Committee?  I  tefer  to  contracts  with 
domestic  general  agents.  A.  I  don't  know  the  present  prac- 
tice, but  during  my  incumbency  of  the  office!  am  under  the 
impression  they  /were  reported  at  the  annual  meetings  of  the 
Agency  Committee.  ■ 

Q.  I  note  in  paragraph  11  of  the  By-Laws  it  is  provided  that 
the  president  shall  also  have  general  direction  and  superintend- 
ence of  the  affairs  and  of  the  officers  of  the  company  and  shall 
establish  rules  and  regulations  for  the  conduct  of  the  business  of 
the  company  and  for  the  direction  of  its  officers;  tha,t  he  may 
suspend  or  remove  any  general  manager  or  general  agent  at 
pleasure.  As  a  practial  matter,  is  that  interpreted  to  mean  the 
appointment  and  terms  of  appointment  of  general  managers  and 
general  agents  are  entirely  within  the  control  of  the  president,  or 
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of  such  officer  as  lie  may  appoint  as  his  delegate?  A.  That  is 
the  understanding  of  the  By-Laws. 

Q.  Yes.  So  that,  under  the  By-Laws  the  president  can  deal 
with  that  matter  at  first  hand,  or  appoint  the  general  manager  to 
deal  with  it  ?     A.  Certainly. 

Q.  And  that  has  been  done?     A.  Yes. 

Q.  Is  there  anyone  besides  ybu  and  the  president  who  are  re- 
sponsible for  the  terms  of  the  contract  with  0.  H.  Eaymond  & 
Company,  I  mean  prior  to  1903?  A.  If  I  recall,  I  do  not  think 
anyone  other  than  the  president  and  myself  had  any  authority 
in  the  matter.  I  do  not  know  whether  that  authority — he  could, 
of  course,  have  relegated  it  to  the  other  vice-president  of  the 
company.    "VVliether  he  did  so  or  not  I  do  not  know. 

Q.  But,  so  far  as  you  now  recall  these  contracts  relating  to 
the  Metropolitan  Agency  were  fixed  either  by  the  president,  or  by 
you  acting  under  the  president's  authority  pursuant  to  the  by- 
laws. A.  I  do  not  know  what  part  the  president  took  in  them. 
I  can  only  refer  to  my  action  in  the  matter,  and  whatever  part 
I  took  must  have  my  signature  as  approval,  that  is  the  only  evi- 
dence I  have.    I  know  that  I  did  certify  to  some  agreements. 

Q.  I  have  here  a  number  of  vouchers  which  have  been  pro- 
duced, which  I  will  read  upon  the  record  in  condensed  form. 
The  first  is  Exhibit  268,  January  20th,  1904,  $25,000,  signed  by 
Eobert  Olyphant  as  Chairman,  and  stamped  with  Mr.  Granniss' 
stamp,  as  already  testified  to.  The  next  is  July  26th,  1904,  $25,- 
000,  signed  Robert  Olyphant,  Chairman,  initialed  W.  R.  Gr.  V.  P. 
The  next  is  August  .22d,  1904,  $25,000,  signed  Robert  Olyphant, 
Chairman,  initialed  W.  R.  G.  The  next  is  November  1st,  1904, 
$25,000,  signed  Robert  Olyphant,  Chairman,  initials  W.  R.  G. 

The  next  is  January  11th,  1905,  for  $25,000,  signed  Robert 
Olyphant,  and  initialed  W.  R.  G.  Do  I  understand  that  those 
respective  sums  were  obtained  upon  your  order,  and  that  the 
initials  "  W.  R.  G."  are  your  initials?  A.  The  initials  are,  yes, 
sir. 

Q.  And  were  these  sums  obtained  upon  your  authority?  A.  I 
presume  they  were. 

Q.  For  what  purpose?    A.  For  legal  purposes. 

Q.  "What  legal  purposes?  A.  Legal  purposes,  as  required  by 
the  legal  department. 

Q.  Well,  what  legal  purposes  required  the  expenditure  of 
tbesft  moneys?    A.  These  matters  were  wholly  in  the  hands  of 
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the  General  Solicitor,  and  requisitions  were  made  upon  me  for 
the  funds  and  I  turned  the  money  over  to  him. 

Q.  When,  on  Januarv  11th,  1905,  you  initialed  this  voucher 
for  that,  date  of  $35,000,  did  you. know  what  that  money  was  to 
be  used  for  ?    A.  I  did  not. 

Q.  Did  anybody  tell  you  what  that  money  was  to  be  used  for? 

A.  Only  in  a  general  way  it  was  necessary  for  the  legal  expense 
of  the  company. 

Q.  Why  was  the  money  not  obtained  in  the  ordinary  way  upon 
the  solicitor's  voucher?  A.  ^Because  as  you  perhaps  know  in  all 
corporate  interests  there  are  certain  transactions  that  are  done 
in  a  confidential  way,  and, these  moneys  were  used  in  that  way. 

Q.  Would  it  be  any  less  confidential  to  have  the  solicitor  sign 
the  voucher  than  to  get  the  cash  on  the  solicitor's  requisition? 
A.  That  was  not  the  method,  that  is  all  I  can  say. 

Q.  What  did  you  do  to  ascertain  what  the  confidential,  purposes 
were?  A.  I  did  nothing.  I  simply  wanted  to  know  if , they  were 
necessary  and  signed  the  voucher. 

Q.  What  person  asked  yonfor  that  $25,000,  with  reference  to 
1he  voucher  of  January  11th,  1905?  A.  I,  cannot  recall  that.  I 
think  it  was  the  general  solicitor,  but  I  cannot  recall  it. 

Q.  Do  you  mean,  Mr.  Short,  was  he  at-the  office  at  that  time? 
A.  I  don't  know,  I  think  he  was;  I  cannot  recall  that. 

Q.  Do  you. mean  to  say  that  you  would  turn  over  to  the  general 
solicitor  in  a  year  $100,000  apart  from  all  the  amounts  which 
went  for  the  support  of  his  .department  and  the  payment  of  coun- 
sel in  the  regular  way  upon  his  warrants,  without  having  any  idea 
for  what  purposes  the  money  was  to  be  used?  A.  I  knew  the 
purposes,  to  be  used  for  necessary  .legal  expenses.  I ;  took  :  his 
word  for  it,  and  acted  upon  his  authority :  as .  a  responsible  dis- 
penser of  this  fund. 

Q.  You  say  you  knew  the  purposes.  What  did  you  know  about 
the  purposes?  A.  I  said' he  knew  the  purposes.  I. did  not  know 
the  purpose. 

Q.  Did  not  know  anything  about  it?  A.  I  presume  they  were 
legal  expenses. 

Q.  Yes.  But  we  v/ere  .getting* at  what  you  were  infor;med? 
A.  I  don't  know. 

Q.  Did  Mr.  McCurdy?    A.  I  don't  know. 

Q.  Or  anybody  else  so  far  as  you  know  ?    A.  I  don't  know. 

Q.  Then  doT  understand  that,  in  the  management  of  your  com- 
pany the  general  solicitor  can  get  $25,000  without  any  statement 
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to  any  officer,  for  what  the  money  is  to  be  used,  and  independent 
of  "his  regular  requisitions?  A..  Not  at  all.  We  always  confer  on 
these  matters.  We  do  not  confer  altogether,  but  all.  these  funds 
are  from  time  to  time  talked  over  and  used  as  required. 

Q.  Now,  with  whom  was  this  matter  talked  over  or  any  of  these 
matters  to  which  the  vouchers  relate?  A.  I  don't  know.  I  pre- 
sume! must  have  talked  that  matter  over  with  Mr.  Granniss,  per- 
haps with  Mr.  McCurdy,  but  I  cannot  recall  now  specifically. 

Q.  You  say  specifically,  have  you  even  any  general  recollection 
on  the  subject  ?    A.  Nothing  more  than  I  have  told  you. 

Q.  You  'have  no  knowledge,  Mr.  Gillette,  in  the  first  place,  and 
no  recollection  in  the  next  place,  of  what  any  of  those  moneys 
were  used  for?    A.  No. 

Q.  Or  what  you  were  told  they  were  used  for,  or  why  they 
should  be  required  ?  A.  I  was  told  they  were  to  be  used  for  legal 
expenses. 

Q.  Anything  further  than  that?    A.  No. 

Q.  Any  discussion  ever  had  further  than  that?    A.  No,  sir. 

Q.  Then  it  comes  back  to  what  I  said  a  moment  ago,  that  the 
general  solicitor  can  get  $25,000'  whenever  he  pleases,  without  his 
disclosing  the  purpose?    A.  Yes,  he  can 

Q.  Without  disclosing  the  purpose  ?  A.  Without  disclosing  the 
purpose. 

Q.  How  long  has  that  been  so  in  that  company?  A.  I  don't 
know.  I  cannot  give  dates,  but  the  head  of  a  department  can  get 
money  when  he  requires  it  for  his  purposes. 

Q.  You  are  aware,  of  course,  of  the  regular  legal  expense  ac- 
counts for  which  moneys  were  drawn  in  the  usual  way  upon  regu- 
lar vouchers  of  the  department?    A.  Yes,  some. 

Q.  You  know,  for  example,  in  1904  there  were  $364,000  drawn 
in  that  way  ?    A .  No,  I  don't  recall  the  exact  amount. 

Q.  Do  you  know  what  the  legal  expenses  of  your  coni^my 
amounted  to  last  year  ?    A.  I  have  not  got  it  here  in  my  mind. 

Q.  Can  you  tell  within  $50,000  ?  A'.  I  can,  by  referring  to  my 
list. 

Q.  Please  do  so.  A.  I  think  I  have  a  list  here,  which  will 
show  it. 

TBCE  CHAIEMAN:  Perhaps  it  would  not  be  inopportune  to 
suggest  again  that  the  proceedings  are  not  being  conducted  for 
the  entertainment  of  those  present,  and  indications  of  approval  or 
disapproval  or  otherwise  by  those  present  of  what  occurs  here  is 
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not  only  embarrassing  to  the  Committee,  but  embarrassing  to  the 
counsel,  and  to  the  witnesses,  and  we  would  be  very  obliged  to 
you  if  you  will  preserve  as  strict  silence  as  possible. 

THE  WITNESS:  I  thought  I  had  that  list  with  me,  but  I 
have  not. 

Q.  Perhaps  you  will  recognize  it  from  the  annual  report  pub- 
lished in  book  form,  from  which  I  take  it  that  your  legal  expenses 
for  1904  were  $364,000.  Do  you  recognize  that  as  correct?  A. 
Yes. 

Q.  Now,  it  appears  that  the  legal  expenses  of  the  New 
York  Life  Insurance  Company  for  the  year  1904  were  $172,- 

000  from  their  report,  and  it  appears  that  the  legal  expenses 
of  the  Equitable  Life  Assurance  Society,  according  to  their 
report,  were  $204,000.    I  suppose  that  some  time  or  other  it 

'  was  brought  to  your  attention  that  the  legal  expense  account  of 
the  Mutual  Life  Insurance  Company  was  very  largely  in  excess 
of  the  reported  legal  expense  account  of  the  other  great  com- 
panies ?     A.  It  was  reported,  you  say  ? 

Q.  Yes,  or  that  was  brought  to  your  attention?  A.  It  may 
have  been.  It  is  not  clear  in  my  mind  that  any  great  distinction 
was  made. 

Q.  Well,  in  the  management  of  your  company  would  not  the 
fact  that  your  expenses  were  nearly  $200,000  more  for  legal  pur- 
poses than  that  reported  by  the  New  York  Life  Insurance  Com- 
pany lead  you  to  make  some  inquiry  of  your  legal  department  as 
to  what  the  money  was  spent  for  ?  A.  I  perhaps  have  from  time 
to  time  inquired,  but  I  don't  recall  now  any  special  instance,  and 

1  never  did  go  into  that  matter  as  clearly  as  you  have  expressed 
it. 

Q.  And  you  know  nothing  about  it.  What  officer  of  your 
company  does  know  ?     A.  I  don't  know. 

Q.  Well,  is  there  any  officer  of  your  company  who  looks  into 
the  matters  of  expenses  ?  A.  Those  matters  are  all  gone  over  by 
our  committees  and  the  Board  of  Trustees. 

Q.  What  committees?  A.  The . committee  on  accounts  and 
the  committee  on  expenditures. 

Q.  Now,  the  committee  on  expenditures,  we  have  had  the  chair- 
man of  that  and  he  rests  entirely  on  the  authorization  of  Dr. 
Gillette  mainly  and  sometimes  of  Mr.  Grannis.  Now,  we  have 
Dr.  Gillette  and  we  want  to  know  what  he  relied  upon?  A. 
What,  as  to  these . 
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Q.  As  to  these  expenditures  and  supervision  of  tlie  amount 
of  money  that  the  company  is  paying  out  for  legal  expenses? 
A.  Our  only  supervision  is  what  I  have  given  you,  when  the 
general  solicitor  has  applied  for  money  I  have  given  it  to  him 
for  necessary  expenses. 

Q.  Now,  did  the  general  solicitor  ever  make  a  report  to  you 
what  the  money  was  for  ?     A.  No. 

Q.  Did  yon  ever  ask  for  a  report  ?     A.  No. 

Q.  Did  you  ever  get  any  vouchers  from  him?  A.  For  these 
moneys  that  you  have  shown  me  certificates  for?    Not  for  those. 

Q.  Not  for  these  ?     A.  No. 

Q.  Now,  these  aggregate,  and  I  have  been  assured  that  these 
are  all  the  vouchers  of  this  description  for  1904,  a  ronnd  hundred 
thousand  dollars,  which  leaves  for  legal  expenses  of  your  com- 
pany in  1904  $264,000,  obtained  as  I  understand  it,  in  the  ordi- 
nary way  of  the  vouchers  for  the  legal  department.  Did  you 
receive  from  Mr.  Short  or  anyone  else  in  the.  legal  department  a 
voucher  for  any  part  of  this  $100,000  ?     A.  No. 

Q.  Did  any  other  officer  of  the  company?  A.  I  don't  know 
that  they  did. 

Q.  Did  you  even  have  Mr.  Short's  receipt  for  the  money  ?  A. 
Why,  Mr.  Short  must  have  made  some  account  of  them  ?  I  don't 
know  that  he  did. 

Q.  That  is  what  I  want  to  get  at.  Why  do  you  say  he  must 
have  made  an  account  of  them  ?  A.  Well,'  I  know  the  money 
was  passed  to  him  and  that  is  all  I  know  of  it. 

Q.  Do  you  know  that  the  whole  $100,000  was  passed  to  him? 
A.  If  my  signature  is  on  it  it  was. 

Q.  Well,  look  and  see  ?     A.  Yes ;  I  am  certain  it  was. 

Q.  Did  you  get  any  receipt  from  him  ?     A.  No. 

Q.  Did  you  ever  get  any  account  from  him?  A.  For  this 
money  ? 

Q.  Yes.     A.  No. 

Q.  Did  you  ever  ask  for  any  ?     A.  No. 

Q.  How  much  of  this  went  for  political  purposes?  A.  Not 
a  cent,  so  far  as  I  know. 

Q.  Well,  you  mean  by  that  if  any  of  it  did  he  paid  it  out? 
A.  I  don't  mean  anything  but  what  I  say.  I  don't  know  where 
a  cent  of  that  money  went. 

Q.  Well,  do  you  happen  to  know  what. ,  contributions  to  any 
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campaign  funds  of'  any  party  was  made  last  year  out  of  the 
monfeys  of  thfeMutualLife  Insurance  Obiripdny?    A."  Yes. 

Q.  Please  state  what  you  kfaow  on  that  subject.  Av  We' made 
a  contribution  to  the  National  Republican  Ooiiimittee. 

Q.  Of  how  much?  A,  I  think  it  was— ^I  think 'it  was  abbiit 
$40;^DOO. 

Q.  When  was  that  made,  about?  A.  Just 'previous  to  the — 
during  the  canvass. 

Q.'  Did  you  make  it 'personalify  ?    A..'  I  did  not. 

Q.' How  was  that 'booked  ?  A.  I  made  some' of  it^personally 
through  the  general  solicitor  and  I  don't  know  who  he  liknded  it 
to.     I  got  the  money  and  gave  it  to  hira, 

Q.  How  much' was  that  ?    A.  That 'was' $15,000. 

Q.-  And  "who  made  the  rest?  •  A.  Well,  I  dbn^t  know.  That  is 
simply — I  know  that  money  was  contributed,  but  who  handed 
that  over  I  don't  know. 

Q.  How  VFere  these  payments  booked?  A.  How  were  they 
what  ? 

Q.'  How  were  they  booked — entered  on  the  books  of  your  com- 
pany?    A-  They  were  entered  as  legal  expenses. 

Q.  Well,  are  they-  part  of  this  $100,000  represented  by  these 
four  vouchers  ?    A.  I  can't  tell  you  about  that. 

Q.  Well,  are  there  any A.  It  is  very  likely  —  very  likely 

that  they  were,  but  I  can't  be  positive  about  that. 

Q.  What  leads  you  to- say  that  it  is  very  likely?  A.  Well, 
from  the  dates  of  the- vouchers.  From  the  dates  of  the  vouchers, 
that  is  all.  This  one  in  August  I  think  might  have  included?  my — 
1he  matter  that  I  have  knowledge  of,  but  I  am  not  certain  of 
that  even. 

Q.  Was  a  contribution  made  in  1900  to  the  national  campaign  ? 
A..  There  was. 

Q.  Of  what  amount  ?  A.  I  think  that  was — I  think  that  was 
$35,000. 

Q.  In  1896?    A.  In  1896— you  said  1900  just  now? 

Q,  Yes.  A.  1896,  I  think — I  have  forgotten — I  think  it  was 
$15,000 ;  it  may  have  been  more,  but  I  don't  recall  it  very  clearly ; 
I  know  there  was  a  contribution  made^ 

Q.  In  1892  ?    A.  ISTo. 

Q.  Before  that,  in  1888?  A.  There  was  no  canvass  on;  no 
national  canvass  on  on  those  dates  that  I  am  aware  of. 

Q.  In  1892  no  national  canvass?  A.  The  last  Presidential 
canvass  I  remember. 
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Q.  Well,  I  thought  there  was  a  Presidential  canvass  in  1892? 
A.  Wey,  .whatever  the  dates,  we  made  a  contribution  in  1896, 
1900  and  1904.    Tliose  are  the  only  three  I  know  of. 

Q.  What  reason  was  there — or  first,  I  will  lask.iyou  whether 
the, payments  made  last  year,  1904,  v^as  made  on^your  approval? 
A.  Yes. 

Q.  What  justification  had  you  for  using  the  money  of  the  com- 
pany for  that  purpose  ?  A.  The  same  justification  that  we 
thought — that  we  had  on  previous  occasions;  we  were  menaced 
by  the  St.  Louis  platform  and  we  rather  feared  {that  snake,  no 
matter  whether.it  bore  the  head  of  Bryan  or  Parker,  and  we 
thought  it  our  duj;y  to  scotch  it.  That  was'the  reason;; the  same 
reason  that  appealed  to  all  business  men,  that  heresy  should  be 
killed,  and  they  all  contributed,  and  we  thought  it. was  our  business 
in  behalf  of  our  interests,  in  the  interests  of  our  policyholders  to 
protect  them. 

Q.  Were  you  aware  of  this  contribution- that  was  made  to  the 
Congressional  Committee  ?     A.   l^o. 

Q.  Did  you  hear  of  that  at  all  ?    A.  I  heard  of  that- recently. 

Q.  How  was  it  possible  that  moneys  of  your  company  could  be 
used  for  that  purpose  without  being  brought  to  your  attention? 
A.  Well,  it  doesn't  necessarily  —  we  don't  always  confer  with 
everyone  in  the  .oifice  before  we  make  these  contributions.  I  was 
not  conferred  with  with  regard  to  that  matter.  I  don't  know 
about  it. 

Q.  Did  you  confer  with  anyone  when  you  made -the  contribu- 
tions with  which  you  had  personally  to  do?    A. '  Certainly. 

Q.  With  whom  did  you  confer  ?  A.  Conferred  with  the  presi- 
dent and  the  vice-president. 

Q.  Mr.  Granniss,  you  mean?  A.  And  some  of:  our- exeentives 
—  some  of  the  members  of  our  Board  of  Trustees. 

Q.  Did  you  confer  with  Mr.  Granniss  with  regard  to  making 
the  contribution  last  year?    A.  I  did;  certainly  he  knew  of  it. 

Q.  Did  Mr.  Granniss  know  that  the  contribution  was  j$40,000  ? 
A.  I  don't  recall  that.  He  must  have  known  it;  I( nuist  have' told 
him.     That  was  no  secret  among  us. 

Q.  Did  he  also  know  of  the  contribution  in  1900?  A.  Did  he 
know  of  it? 

Q.  Yes.  A.  I  presume  he,  did,  bufthat  is  a  long  time  since; 
I  can't,  go  back  that  far. 

Q.  What  members  of  your  boafd  of  trustees- were > consulted 
by  you  with  refer enee  to  that?     A.  I  don't  know  that  I  con- 
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suited  with  any  of  them.  I  only  know  that  I  had  the  approval  of 
some  of  them,  of  Mr.  Juilliard,  Mr.  Hendersdn,  Mr.  Baker,  and, 
I  think,  the  Committee  on  Expenditures. 

Q.  Mr.  Olyphaint?    A.  Yes;  I  think  —  yes,  he  knew  of  it. 

Q.  He  knew,  of  it?  A.  I. think  he  did;  yes,  he  must  haye 
known  of  it. 

Q.  "Why  do  you  say  he  must  have  known  of  it?  A.  Because 
I  just  told  you  out  of  this  $25,000;  he  was  then  chairman  of  the 
committee. 

Q.  Well,  when  you  got  money  on  Olyphant's  voucher  did  you 
tell  him  what  it  was  for  ?  A.  I  did ;  I  think  I  did.  I  usually 
would  have  told  him  in  such  a  matter  as  that. 

Q.  This  was  given  to  Mr.  Short  to  disburse?    A.  Yes. 

Q.  Did  you  tell  Mr.  Olyphant  any  purpose  of  any  other  pay- 
ment when  he  was  requested  to  draw  moneys  from  the  cashier? 
A.  I  don't  understand  your  question. 

Q.  I  say  did  you  tell  Mr.  Olyphant  the  purpose  of  any  other 
payment  that  was  required  when  you  asked  him  to  get  money 
from  the  cashier  on  his  vouchers?  •  A.  Only  in  a  general  way.  I 
told  you  before  if  they  were  for  legal  expenses  I  told  him  that. 
That  was  all  I  knew. 

Q.  Now,  what  else  were  any  moneys  obtained  for  from  Mr. 
Olyphant  aside  from  legal  expenses  and  campaign  contributions? 
A.  I  don't  know. 

Q.  Don't  know  of  any?    A.  No. 

Q.  I  find  that  these  vouchers  I  have  mentioned  were  antedated 
by  another  under  date  of  June  9,  1903,  for  $25,000,  signed  by 
Kobert  Olyphant,  chairman,  and  also  initialed  by  you?  Do  you 
recall  that,  or  anything  about  it  ?  A.  Explain  that  to  me.  I  don't 
understand  you. 

Q.  I  say  that  another  $25,000,  drawn  under  Mr.  Olyphant's 
signature,  and  the  voucher  is  initialed  by  you.  Do  you  know 
anything  about  that?  A.  In  connection  with  this?  (Witness  re- 
ferring to  voucher.) 

Q.  Yes;  well,  anything  about  money?  A.  Only  one  $25,000 
on  my  signature.  This  is  the  only  one  voucher  I  know  anything 
about. 

Q.  Do  you  know  anything  about  the  purpose  for  which  the 
money  was  obtained  ?     A."  I  do  not. 

Q.  Can  you  state  approximately  how  much  money  yon 
have  paid  over  during  the  last  four  years  to  Mr.  Short  or  to 
anybody  else  upon  a  statement  that  it  was  required  for  legal 
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expense  -without  knowing  wh^t  the  particular  purpose  wasd 
A.  I  cannot. 

Q.  Would  it  be  fair  to  say  that  it  was  as  much  in  ye&rs  prior 
to  1904  as  it  was  in  1904?  A.  I  don't  think  it  would  b,e  fair 
to  say  because  I  don't  know  anything  about  it.  I  could  not  tell 
you  unless  I  had  the  figures  before  me. 

Q.  Were  all  such  moneys  drawn  upon  the  vouchers  of  the 
chairman  of  the  committee?     A.  So  far  as  I  know. 

Q.  That  was  the  regular  practice?  A.  For  what?  Excuse 
me,  repeat  your  question. 

Q.  Were  all  such  moneys  as  were  paid  over  in  the  manner 
you  have  described  to  the  general  solicitor  Avithout  knowing 
what  they  were  for  and  independent  of  his  regular  requisitions 
paid  or  obtained  upon  vouchers  signed  by  the  chairman  of  the 
committee  on  expenditures?     A.  So  far  as  I  know. 

Q.  I  would  like  to  have  all  the  vouchers  of  the  last  five  year? 
signed  by  the  cbairmian  of  the  committee  of  expenditures  in 
this  manner.  Now,  in  all  cases  of  the  moneys  which  were  drawn 
for  the  legal  department  without  being  first  paid  to  Mr.  Oly- 
phant  and  turned  over  to  Mr.  Short  were  regular  accounts  fur- 
nished? A.  They  were  accounts  furnished  from  the  Law  De- 
partment for  legal  services  which  I  endorsed  before  checks  were 
dravm  for  them. 

Q.  That  is,  there  were  accounts  showing A.  Disburse- 
ments. 

Q.  The  amounts  received  and  amounts  disbursed,  and  what 
they  were  disbursed  for?     A.  Yes. 

Q.  These  vouchers  that  have  been  produced  here  relate  to 
moneys  that  were  treated  in  an  entirely  different  way,  is  that 
so?     A.  In  a  confidential  way. 

Q.  In  a  confidential  way.  Now,  you  realized  the  importance  of 
some  officer,  some  responsible  oificer  of  your  company,  knowing 
exactly  what  was  done  with  those  moneys.  Did  you  know,  or 
perhaps  is  it  the  fact  that  you  didn't  want  to  know?  A.  Well, 
I  don't  let  you  put  that  word  in  my  mouth,  if  you  will  excuse  me. 

Q.  IvTo,  I  don't  want  to  put  it  in  your  mouth,  if  it  isn't  so. 
A.  We  considered  Mr.  Short  a  very  responsible  officer,  en- 
tirely so,  none  more  so  than  Mr.  Short,  our  general  solicitor, 
and  we  recognized  his  requisitions  for  moneys  as  just  and 
correct  and  proper  upon  all  occasions.  He  was  an  officer,  vir- 
tually, of  the  company. 
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Q.  And  to  sum  it  all  up,  the  confidential  payments  were 
made  confidential  by  the  absence  of  any  special  accounts?  A- 
"Well,  that  is ,  an  ,  appearance  can  be ,, put ,  upon  tha,t,  but ;, they 
were  confidential  matters  treated  in  a  confidential  way,  as  has 
been  described  to  you. 

Q.  And  the  confidence  didn't  extend  beyond,. Mr.  Short  him- 
self— even  you  kneW:  nothing,  Mr.  Granniss-knew  nothing  about 
the  actual  purposes?  A.  "We  knew  they  were. funds  necessary  to 
be  expended  for  the  business  of  the  company,  confidential  funds, 
and  we  had  confidence  and  trusted  in  him,  as  every  ofiicer  of  the 
company  had,  as  every  trustee  of  the  company  had.  There  was 
no  question  made  of  it. 

Q.  Has  any  money  of  the  Mutual  Life  Insurance  Company, 
directly  or  indirectly,  been  expended  for  any  ,  political  cam- 
paign in  any  ^tate?  A.  I  don't  understand  that  question. 
Please,  repeat  it. 

Q.  (Question  read  by  the  stenographer.)  A.  ISo,  not  that  I 
know  of. 

Q.  Or  any  municipal  campaign?     A.  No. 

Q.  Has  there  been  any  contribution  to  any  Congressional 
campaign  committee  other  than  the  one  that  has  been  men- 
tioned?    A.  JSTot  that  I  am  aware  of. 

Q.  $2,500.  How  largely  do  the  Finance  Committee, of  your 
company  understand  that  there  is  a  discretion  given  to  the 
executive  officers  in  drawing  money  for  confidential  purposes? 
A.  I  don't  know  how  largely,  biit  I  think  they  underataiid  it 

Q.  You  think  Mr.  Juilliard  and  Mr.Eaker  and  Mr.  Hender- 
son are  fully  aware  of  that  ?     A. .  I  think  they,  are. 

Q.  When  you  became  general  manager  of  the  company  was 
Mr.  Gillette,  a  general  agent  or  ,  agent  of  the  company,  your 
brother?     A.  'No. 

Q.  When  did  he  become  an  agent  ?  A. .  I  think  it  was  about 
seven  years  ago. 

Q.  Were  you  familiar  with  the. fact  .that  his  contract  contained 
any  special  advantages  ?  A.  I  wasn't  familiar  until  it  was  drawn 
out  the  other  day. 

Q.  Well,  who  had  the  supervision  of  the  making .  of  that  con- 
tract? A.  The  superintendent  of  insurance-^the  superintendent 
of  the  domestic  departinent. 

■    Q.  Didn't  you,  as  general  manager,  have,  general  charge;  of  that 
matter?     A.  No. 

Q.  Were  Chamberlain  &  Gillette's  contracts  brought  to  your 
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attention  ?    A.  I  presume  they  were,  but  I  don't  recall  it.     Al- 
most all  those  contracts  were  brought  to  my  attention. 

Q.'  Well,  what  did  yon  do,  or  upon' what  grounds,  were  the  con- 
tracts made  with  Chamberlain  &  Gillette  in  thei  form  in  which  it 
appears.  A.  I  don't  know  exactly  the 'form  in  which  it  appears. 
I  don't  recall  it  But  it  was  in  thfe  regular  form  of  all  the  con- 
tracts which  I  signed ;  some  of  'oiie  sort,  and  some  were  of  another. 
They  weren't  all  copies  of  each  othfef .  Each  contract-^each 
agency — each  agency  varies,  biit  what  the  distinct  characteristic 
of  their  contract  was  I  don't  recall. 

Q.  How  long  has  Mr.  Fields  been  connected  with  your  com- 
pany ?    A.  Oh,  I  don't  know,  a  gdod  iriany  years. 

Q.  How  long  has  he  been  connected  Avith  your  department  of 
supplies  ?  A.  I  don't  know.  He  has  been,  I  think — I  can't  re- 
tail exactly,  some  years ;  I  don't  know  the  number  of  years. 

Q.  Ten  years  ?     A.  Possibly. 

Q.-  What  is  his  salary  ?     A.  I  think  it  is  $10,000  a  year. 

Q.  Does  he  now  actively  discharge  the  duties  of  his  office  ?  A. 
Not  now. 

Q.  Who  does  actually  discharge  them  ?     A.  Mr.  Norris. 

Q.  What  is  his  salary  ?  A.  I  think — I  don't  know  exactly.  I 
think  he  gets^ — I  can't  tell  you  exactly  what. 

Q.  How  long  is  it  since  Mr.  Fields  has  been  active  in  the  office  ? 
A.  Well,  he  has  been  in  ill  health  for  the  last  two  or  three  years, 
and  he  hasn't  been  very  active  in  the  office.  I  don't  think  he  has 
— I  can't  tell  exactly  how  much,  but  he  has  been  away  a  great 
deal  on  account  of  his  health. 

Q.  Who  supervises  the  accounts  of  that  department?  A.  The 
supply  department? 

Q.    Yes.     A.  Mr.  Norris,  or  his  assistants. 

Q.  Who  supervises  the  accounts  of  the  department?  What 
officer  of  the  company  is  responsible  for  the  proper  management 
of  that  department  ?  A.  I  can't  tell  you  that.  We  are  all  of  us — 
those  supplies  are  ordered  by  each  department,  and  procured  on 
their  requisitions,  and  those  requisitions  and  bills  for  payment  of 
the  same  are  usually  signed  by  me  by  order  of  the  committee  on 
expenditures.     In  my  absence  by  some  other  executive  officer. 

Q.  Where  do  you  obtain,  for  the  most  part,  your  stationery 
and 'j)rin ting ?     A.  Where  do  we  obtain  it? 

Q.  Yes.  A.  In  several  quarters — 'Brewer,  Holden,  Ahrens, 
Lawrence  and  some  others  I  don't  recall  now. 

O.  I  notice  the  total  of  the  printing  aud  stationery  account  for 
the  year  1904  is  $601,101.21.     Can  you  tell  me  what  proportion 


1358  Legislative  Insurance  Investigation. 

of  that  went  to  Mr.  Lawrence  ?  A.  I  cannot.  The  vouchers  will 
show  that.     I  haven't  those. 

Q.  Or  what  will  show  it?  A.  The  vouchers,  the  requisi- 
tions will  show  that 

Q.  Have  you  any  idea  as  to  the  proportion?    A.  I  have  not, 

Q.  That  is  without  stating  it  exactly.    A.  No. 

Q.  Tou  have  no  notion?    A.  No. 

Q.  Is  it  true,  as  has  been  stated,  that  he  has  the  bulk  of  your 
business  in  that  line?    A.  I  think  he  has. 

Q.  And  how  long  has  that  been  so?  A.  I  don't  know  how 
long. 

Q.  Has  it  been  so  for  ten  years  or  more?    A.  Possibly. 

Q.  Has  he  an  office  in  your  building?    A.  He  has  a 

Q.  Or  a  store  ?     A.  His  store  is  in  the  corner  of  our  building. 

Q.  Corner  of  Liberty  and  Nassau  Street?  A.  Nassau  Street; 
yes,  sir. 

Q.  Does  that  connect  with  the  supply  department?    A.  Yes,  sir. 

Q.  With  Mr.  Field's  office?    A.  With  his  quarters. 

Q.  Is  Mr.  Lawrence's  place  in  the  basement  and  Mr.  Fields' 
above  or  are  they  side  by  side?    A.  Right  on  the  same  level. 

Q.  With  a  connecting  door?    A.  Yes. 

Q.  And  as  requisitions  come  from  the  different  departments 
for  supplies  of  this  sort  are  they  taken  by  the  supply  department, 
and  then  unified  so  far  as  possible  into  some  order  which  may  be 
needed  to  meet  the  demands  of  the  various  departments?  A.  They 
are. 

Q.  And  Mr.  Norris  is  the  man  who  does  that?    A.  Yes,  sir. 

Q.  Your  orders  for  stationery  are  very  large,  are  they  not  2 
A.  Necessarily. 

Q.  Necessarily  very  large.  Do  you  ever  advertise  for  bids^ 
A.  I  don't  know  that  we  do. 

Q.  Have  you  ever  advertised  for  bids  ?  A.  I  can't  recall.  I 
don't  know  whether  we  have  or  not. 

Q.  Have  you  ever,  without  advertising,  invited  in  any  wav 
competition?    A.  Oh,  yes. 

Q.  In  large  transactions?  A.  That  is  done  by  the  supply  de- 
partment. •  I  couldn't  give  you  the  details  of  that,  but  we  get 
estimates  for  supplies  through  that  department. 

Q.  And  are  those  estimates  brought  to  the  attention  of  any 
officers  of  the  company  or  does  the  supply  department  deal  with, 
the  matter  exclusively?  A.  The  supply  department,  Mr.  Norrif! 
usuallv  attends  to  that  matter-— Mr,  Norris, 
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Q.  So  that  whetker  that  supply  department  takes  advantage 
of  the  lowest  bid  or  handles  the  matter  properly  would  not  be 
known  to  the  officers  of  the  company?  A.  That  would  be  sup- 
posed, but  not  known. 

Q.  Of  course  you  have  absolute  confidence  in  them  or  they 
would  not  be  employed  by  you?    A.  Certainly. 

Q.  But  apart  from  that  natural  confidence  that  you  have  in 
your  own  employees  and  looking  now  to  the  matter  of  checks  and 
supervision,  is  there  anybody  that  has  the  duty  of  seeing  that  thft 
accounts  of  the  supply  department  are  proper  accounts?  A.  Not 
to  my  knowledge;  I  haven't  exercised  that  supervision. 

Q.  And  has  Mr.  Granniss?  A.  I  don't  know. 

Q.  Or  Mr.  McCurdy?    A.  I  don't  know. 

Q.  What  led  me  to  ask  the  question  was  your  remark  a 
few  minutes  ago- that  you  had  had  the  checking,  I  think,  of 
the  bills  of  this  department.  Just  what  did  you  do  in  con- 
nection with  that?  A.  I  looked  over  these  bills,  and  if  they 
were  ordinary  bills,  such  as  I  was  familiar  with,  I  checked 
them  and  let  them  go  on.  If  I  saw  anything  unusual,  some- 
thing that  I  hadn't  seen  before,  or  anything  that  seemed  un- 
usual, I  would  call  the  attention  of  the  party  who  asked  the 
supply. 

Q.  Well,  after  the  requisition  had  been  made  by  the  depart- 
ment and  the  matter  had  reached  the  supply  department  that  the 
question  came  to  the  filling  of  the  orders,  did  you  have  anything 
to  do  with  that?    A.  Filling  the  orders,  no. 

Q.  I  mean  with  supervising  or  checking  any  bills  that  the 
supply  department  incurred?  A.  If  the  supply  department  re- 
ceived a  requisition  which  it  though  exorbitant  or  unusual  it 
was  usually  brought  to  me. 

Q.  Yes,  I  understand  that,  but  I  am  now  talking  about  the 
contracts  made  by  the  supply  department  with  printers  and  the 
amounts  paid  out  upon  the  requisition  of  the  supply  department  ? 
A.  I  never  saw  those. 

Q.  You  had  nothing  to  do  with  that?    A.  ITo. 

Q.  Does  the  advertising  come  under  your  supervision  at  all? 
A.  iN'o,  except  to  check  the  bill  of  the  advertising  clerk. 

Q.  Who  is  the  advertising  clerk  ?    A.  Mr.  Sullivan. 

Q.  What  Sullivan?  What  is  his  name?  A.  I  don't  know 
whether  it  is  John  L.  or  W.  J.    I  don't  know  what  his  name  is. 
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ME.  I^OBEET  H.  McCFKBY :  Waljter  S.,  I  think  it  is., 

Q.-i  WalbecE.  SiilliYan.  What  .arej  his  jdutiea?  A.  He  is  oui 
advertising  agent  for  magazine  work  and  some  newspaper  work, 
lithinks 

Q.  Does  he  stand. dn;  the ■  same  relation  to,  you  with  reference 
toadverstisimg  as .JMir.. Fields  or  the  vice  head  of  the  supply. de- 
partment; does  as  to  printing,  and:  stationery  ?  A.  He  arranges 
for, the  advertisings  and.ithat  is  all  he  does,  and  we  pay  the 
biUs. 

Q.  And  theif bills  are  brought  to  you  ?  A.  And  checked  by  me 
before  they  are  paid. 

Q.  And  checked  by  you  so  you  know,  what  amount  is  expended 
for  advertising?  Ai  Well,  I  don't  carry  it  in  my  head.  Every- 
thing is  on  record. 

Q.  That  is,  at  the  time,  I  mean. 

ME.  HljJGHES :  I  desire  to  read  upon  the  record  from  the 
general  ledger  of  the  company,  which  has  been  produced,  cer- 
tain items  of  expenses  which  have  been  incurred  for  a  series 
of  ,year^.  I  will  read  in  the  totals  of  the  expense  account  of 
the  different  headings  as  they  appear  for  a  series  of  years,  be- 
ginning with  189[8,  reading,  for  each,  year  thp  items  appearing 
under  the  accounts  described. 

1898 — Expense,  freight  and  duty $2^,017 .  71 

Exchange    48,566 .  54 

Postage,  telegraph  and  telephone 130,092.82 

Sta|;e  insurance. taxes 11,796.34 

Advertising    229,605 .  80 

Medical  331,048.24 

LaF-: 266,403.95 

Mgd^ical  revision    96,563 .37 

War  revenue  tax 30,209 .  09 

Printing  and  stationery 473,523 .  84 

State  insuicance  examination 50,142,28 

Tf^veling 270,518.21 

Sundries 450,583 .  84 

Ag;e5!i«ieBr. , 87l,900<.  74 

P^n§ions 1,875!.  00 

Salaries 690,972 .  61 


Total $4,381.822 .  42 
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1899— Expense,  freight  and  duty $30,224 .  26 

Exchange 21,112.72 

Postage,  telegraph , and  telephone 139'^504.24 

State  insurance  taxes 421,018 .47 

Adi?ertising 251,751 .  84 


■*& 


Medical 387,932.22 

Law 286,048.74 

Medical  reyision 93,850 .  19 

War  revenue  tax 113,109.75 

Printing  and  stationery 581,783 .  21 

State  insurance. examinations 17,859 .  36 

Traveling  ^ 317,116.20 

Sundries 484,131.76 

Agencies 981,154.78 

Pensions "1,800.00 

Salaries 686,245 .  32 

Total $4,814,643 .  06 

IQ-OO— Expense,  freight  and  duty $33,890 .93 

Exchange 21,962 .  66 

Postage,  telegraph  and  telephone 141,869 .  27 

State  insurance  taxes 467,247 .  15 

Advertising 247,349 .75 

Medical 445,881 .  30 

Law 304,756 .  85 

Medical  revision    113,987 .  56 

War  revenue  tax 104,162 .  95 

Printing  and  stationery 591,202 .  97 

State  insurance  examinations  , 

Traveling 325,264.09 

Sundries 573,054.57 

Agency 1,005,509.73 

Pensions 1,800.00 

Sa-lajries 707,729 .90 


Total $5,085,762.70 

1901— Expense,  freight  and  duty $29,386 .  63 

Exchange 6,762 .77 

Postage,  telegraph  and  telephone 152,174 .  57 

State  insurance  taxes 53,431 .  22 
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1901— Continued. 

Advertising ,. .  $215,882.77 

Medical 483,342.55 

Law 243,516.78 

Medical  revision 156,664. 99 

"War  revenue  tax 57,691 .  05 

Printing  and  stationery   519,750 .  30 

State  insurance  examinations   690.55 

Traveling 202,839 .72 

Sundries 423,682.07 

Agency •. 1,006,266.28 

Pensions 5,737 .  50 

Salaries 765,801.21 

•  Total $4,800,610.96 

1902— Expense,  freight  and  duty $30,702 .  10 

Exchange 39,752 .  14 

Postage,  telegraph  and  telephone 162,694 .  34 

State  insurance  taxes 688.049 .  85 

Advertising 696,486.95 

Medical 521,191 .04 

Law 215,989 .  64 

Medical  revision    204,178 .  14 

War  revenue  tax 

Printing  and  stationery 627,984.23 

State  insurance  examinations 9',480 .  12 

Traveling 237,103 .  83 

Sundries 321,307.32 

Agency 938,814.76 

Employees  and  pensions 14,250 .  Op 

Salaries 841,382 .  72 

Pent 418,532.03 

Total $5,478,939 .21 

1903 — Expense,  freight  and  duty $42,271 .  66 

Exchange 28,605 .  13 

International  Congress  of  actuaries  ....  5,818.07 

Postage,  telephone  and  telegraph 182,709.05 

Committee  fees    35,780. 00 

State  insurance  taxes   746,743 .  75 

OflSce  furniture   156,440. 24 

Advertising ^     333,088 .  21 
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1903— Continued. 

Luncheons $74,994. 90 

Medical 573,337.01 

Office  repairs  and  expenses 39,424.05 

Law 347,003 .  81 

Rents 544,814. 72 

Medical  revision 215,574.85 

War  revenue  taxes    

Printing  and  stationery 680,849 .  35 

State  insurance  examinations 20,661.54 

Traveling 238,028 .  42 

Sundries 7,988 .  11 

Agency 1,493,433 .  98 

Employees,  in  reserve 14,260. 77 

Salaries 939,655 .  82 

Total $6,721,383.44 

1904— Expense,  freight  and  duties.. $42,648.92 

Exchange 57,866 .  60 

International  Congress  of  Actuaries ....  842 .  97 

Postage,  telegraph  and  telephone 203,935.53 

Committee  fees 36,000. 00 

Taxes 809,589 .  02 

Office  furniture 152,077.48 

Advertising 329,797.02 

Luncheons 72,861.19 

Medical 674,675 .  68 

Office  repairs  and  expenses 24,794.44 

Law 364,254.95 

Pent 582,032.47 

Medical  revision , 171,184. 56 

Printing  and  stationery 601,101.21 

State  insurance  examination 375.00 

Traveling 243,828.11 

Sundries 5,482.77 

Agencies 1,804,128.90 

Employees  in  resen-e 19,281.29 

Salaries 1,002,720.10 

Total $7,199,530.25 

Q.  Will  you  state  what  particular  accoimt  from  the  supplies 
and  advertising  and  legal  expenses,  came  under  your  notice,  Mr. 
■    "     *    ""^^ j;j  ^ — "•"+ +i^ese  items? 


1364  Legislative  Insurance  Invesiigation. 

Q.  I  got  these  items  from  these  totals  along  here.  You  can 
tell,  I  suppose,  from  the  Leadings?  A.  Telegraph  and  postage, 
taxes  from  time  to  time,  not  always,  advertising,  medical,  law, 
medical  revisions,  printing,  and  stationery,  travelings     That  is  all. 

Q.  Then  you  have  very  largely,  to  deal  with  accounts  of  the 
company  ?  A.  Simply  to  revise  • —  vise  them  and  order  their  pay- 
ment. 

Q.  Well,  do  the.  Board  of  Trustees  look  to  you  to  see  that  the  ac- 
counts  are  kept  correctly  under  these  departments  ?    A.  No. 

Q.  What  do  they  expect  of  you?  A.  They  expect  me  to  do 
just  what  I  am  detailed  to  do,  to  check. these  bills  when  they  are 
required  to  be  paid.. 

Q.  To  see  that  the  amounts  paid  out  correspond  with  the  bills 
that  come  in?    A.  Yes. 

Q.  But  as  to  the  propriety  of  the  payments,  apart  from  their 
accuracy  in  amount,  have  you  anything  to  do  with  them?  A. 
The  propriety  is  left  entirely  to  the  head  of  the  department. 

Q.  And  does  anyone  look  after  the  head  of  the  department? 
A.  He  does  in  a  general  way:  We  all  do.  If  there  is  anything 
unusual  it  is  called  to  our  attention  and  explained. 

Q.  I  find  this  item  in  the  account  under  the  heading  of  luncheon 
last  year,  $72,861.19.  To  whom  does  that  apply?  A.  That  ap- 
plies to  the  clerical  force.  We  feed  all  our  employees  —  at 
luncheon. 

Q..And  formerly,  before  this  account  was  established,  that  went 
to  sundries;  that  has  been  a  practice  for  some  years,  has  it?  A. 
I  don't  know  that. 

Q.  I  notice  this  luncheon  account  was  only  opened  about  two 
years  ago.    A.  I  don't  know  whether  it  includes  luncheons  or  not. 

Q.  You  mean  you  don't  know  how  it  was  treated  before  that, 
and  what  account  it  went  to  ?    A.  "Eo. 

Q.  I  notice  an  item,  "  Committee  fees,"  for  example,  last  year, 
$36,000.  Members  of  what  committees  receive  fees  ?  A.  All  the 
standing  committees  and  sub-committees. 

Q.  Do  the  ex-officio  members  of  the  committees  receive  fees? 
A.  Not  a  dollar. 

Q.  Merely  paid  to  those  who  were  not  officers  of  the  company  s 
A.  No  officer  of  the  company  receives  a  dollar,  and  never  has  so 
far  as  I  know. 

Q.  This  item,  rent  last  year,  $582,032.47,  applies  to  what?  A. 
That  item  I  have  not  had  anything  to  do  with.  Did  I  say  that 
1  had? 
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Q.  ISTo,  but  that  is  the  reason  I  was  asking.  .You,  do.  not  know 
anything  about  it  ?    A.  'No. 

Q.  Were  those  items  in  sundries  before?  I  see  the  sundry, ac- 
count has  fallen  off  and  the  items  increased  —  perhaps  the'  book- 
keeper could  tell  that  better  than  you  ?    A.  Yes. 

Q.  What  is  meant  by  employees  in  reserve  ?  A.  That  is  a  class 
of  men  who  have  been  in  our  service  for  many  years  and  are  in- 
capacitated by  age  from  active  service.  We  put  them  in  reserve 
and  pay  them  half  of  their  salary,  if  they  have  been  with  us  a 
certain  number  of  years,  and  use  them  from  time  to  time  as 
occasion  may  require. 

Q.  Who  are  on  the  pension  or  reserve  roll  at  present?  A.  The 
names  of  them  ? 

Q.  Yes.  A.  Let  me  see,  I  cannot  think  of  them.  There  is 
only  a  very  few;  I  cannot  recall  those,  but  we, can  let  you  have 
those  if  you  want  them.     About  half  a  dozen  I  think. 

Q.  .Eecurring  now  to  the  legal  expenses,  you  will  notice  that 
at  the  end  of  1901,  they  amounted  to  only  $243,000,  and  at  the 
end  of  1902  to  $215,000  or  $216,000,  and  at  the  end  of  1903 
they  amounted  to  $357,000.  Can  you  explain  why  your  legal 
expenses  should  have  been  $130,000  more  in  1903  than  in  1902  ? 
A.  Simply  from  the  natural  growth  of  the  business.  Our  busi- 
ness is  increasing,  you  know,  constantly,  and  our  legal  require- 
ments are  relatively  and  proportionately  increasing. 

Q.  Did  your  business  grow  much  more  between  1902  and  1903 
than  it  did  between  1901  and  1902  ?  A.  I  cannot  tell  you  that 
exactly  in  figures,  but  we  have  been  progressing  gradually  for 
years. 

Q.  Yes.  I  notice  that  the  legal  expenses  were  less  in  1902 
than  they  were  in  1901  by  some  $30,000,  being  $243,000. at  the 
end  of  1901  and  $215,000  at  the  end  of  1902,  so  the  growth  of 
your  business  during  that  year — I  suppose  it  did  grow — did  not 
increase  your  legal,  expenses  ?  A..  There  might  have  been  some 
individual  cases  of  litigation  in  one  year  that  did,  not  appear  in 
another. 

Q.  Exax^tly.  A.  The  Law  Department  can  give  you  those 
details.  I  don't  know  about  them  specifically,  only  in  a  general 
way.     Some  years  we  have  more  lawyers  to  deal  with  than  others. 

Q.  Now,  in  the  last  two  years,  your  legal  expenses  have  been 
larger,  by  a  very  large  amount,  in  the  neighborhood  of  one  hun- 
dred thousand  dollars  or,  more,  than  everi  before,  have  they  not  ? 
A.  I  think  they  have,  yes. 
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Q.  Has  that  occasioned  inquiry  and  examination  on  your  part  ? 
A.  Only  in  a  general  -way.  I  faiQW  we  tad  some  expensive  liti- 
gation in  ihe  settlement  of  some  heavy  frauds  that  were  perpe- 
trated upon  the  company,  especially  the  Blair  case,  in  Missouri, 
and  there  were  two  or  three  instances  of  that  nature,  and  then  I 
think  we  had  some  pretty  expensive  litigation  in  Wisconsin  re- 
garding the  high  taxation,  but  I  have  forgotten  what  it  was,  but 
it  was  last  year  we  had  considerable  difficulty  there  with  the 
authorities  regarding  what  is  called  the  surplus.  That  involved 
us  in  a  great  deal  of  expense.  But  all  those  items  are  not  clear 
in  my  head,  Mr.  Hughes.  I  think  they  can  be  satisfactorily 
explained  by  the  proper  department. 

Q.  I  notice  that  in  1900  the  law  expenses  amounted  to  $304,- 
000,  and  they  fell  in  1901  to  $243,000,  and  then  to  $215,000,  or 
$216,000,  and  then  they  rose  to  $34Y,000,  and  last  year  to  $364,- 
QOO.     A.  Yes. 

Q.  Is  there  any  explanation  whatever?  A.  Except  as  a  law- 
yer you  know  that  these  accidental  oases  may  cause  one  year  a 
large  expense  in  defending  and  other  years  we  have  not  so  many 
frauds  perpetrated. 

Q.  I  suppose  that  would  likely  be  true  in  other  companies 
as  well?  A.  Well,  probably,  but  possibly  not.  They  might 
escape  it. 

Q.  Have  you  made  any  comparison  of  your  report  of  legal 
expenses  for  these  years  with  those  of  other  large  companies? 
A.  No,  I  have  not. 

Q.  Would  not  you  deem  it  to  be  your  duty  to  ascertain  whether 
the  moneys  of  your  company  were  being  expended  conservatively 
by  the  Legal  Department  ?  A.  I  have  no  doubt  of  it,  or  I  should 
have  questioned  it. 

Q.  Would  not  you  be  in  doubt  of  it  if  you  found  that  your 
legal  expenses  were  one  hundred  thousand  dollars  more  than  any 
other  company  in  the  country?  A.  l^o,  we  do  not  know  how 
they  conduct  their  business. 

Q.  Would  not  you  like  to  find  out  how  they  reduced  their 
expenses  one  hundred  thousand  dollars  ?  A.  We  have  never  acted 
in  co-operation  with  any  other  company  in  the  transaction  of  our 
business  that  we  are  aware  of. 

Q.  Except,  of  course,  in  the  matters  of  which  Mr.  Thummel 
testified  to?    A.  Yes,  in  the  matter  of  legal  defense. 

Q.  AVhat  are  these  items  under  the  head  of  agency?    Do  you 
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know  -what  those  relate  to,  one  million  dollars  and  so  forth,  does 
that  include  commissions?    A.  I  fancy  not 

Q.  Not  commissions  ?  A.  No,  I  think  that  is  the  commission 
account  (after  consultation  with  Mr.  Gretsinger). 

Q.  The  question  is,  what  are  these  ittems  under  the  head  of 
agency  ?  A.  That  is  salaries  for  managers,  rental  for  offices  and 
clerk  hire. 

THE  CHAIRMAN:  You  are  getting  the  record  confused, 
and  the  stenographer  is  not  able  to  tell  what  the  answer  should  be. 

Q.  The  question  is  what  items  are  embraced  under  the  head 
of  agency,  and  I  understand  the  witness  to  state  that  those  are 
expenses  of  branch  offices,  salaries  of  clerk  hire  of  agencies,  inci- 
dental expenses  of  the  agencies  that  are  not  classified  in  these 
other  headings.  Will  you  adopt  that  answer,  is  that  true? 
A.  Yes. 

Q.  Now,  you  will  notice,  Dr.  Gillette,  that  the  expenses  of 
the  company  which  amounted  in  the  aggregate  so  far  as  the 
expense  account  is  concerned  to  $5,478,939.21  at  the  end  of  1902, 
and  to  $6,721,383.44  at  the  end  of  1903,  and  $7,199,530.25  in 
1904,  show  a  very  large  increase.  What  have  you  done,  as  an 
officer  of  the  company,  to  reduce,  if  anything,  the  cost  of  insur- 
ance for  the  expenses  of  your  company?  A.  Only  what  I  have 
described  to  you.  I  have  had  nothing  to  do  with  the  agency  man- 
agement, where,  perhaps,  some  of  this  expense  occurs.  All  I  have 
done  is,  as  I  have  described  to  you  heretofore,  passed  upon  bills 
that  I  thought  were  correct,  and  questioned  those  that  I  thought 
were  unusual,  and  that  I  did  not  imderstand. 

Q.  Have  you  done  anything  with  regard  to  the  reduction  of 
salaries?     A.  No. 

Q.  Has  such  question  been  raised  among  the  officers  of  the  com- 
pany ?     A.  Not  that  I  am  aware  of. 

Q.  Did  the  Finance  Committee  pass  upon  the  increases  of  sal- 
aries that  have  been  made  as  testified  to  on  Eriday  ?  A.  I  think 
they  have.  There  is  a  committee  on  salaries  of  the  Finance 
Committee. 

Q.  Oh,  there  is  a  sub-committee  on  salaries  ?     A.  Yes. 

Q.  Who  are  the  members  of  that  sub-committee?  A.  Mr. 
Baker,  Mr.  Juilliard,  and  Mr.  George  G.  Havens. 

Q.  Does  the  committee  on  salaries  fix  the  salaries  of  the  execu- 
tive officers  ?     A.  It  does. 
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Q.  And  does  the  committee  on  salaries  report  tor, the  full  com- 
mittee of  Finance  ?  A.  I  don't  bnow  whether  they  do  it  in  alovvfia.] 
way.  I  think  it  is  known  to  the  Finance  Committee,  but  whether 
they  make  a  detailed  and  specific  report  I  da  not  know.  I  do  not 
think  they  do.     I  thint  they  are  appointed  with  power. 

Q.  Appointed  with  power  to  fix  the  salaries?  A.  I  think  so. 
I  am  not  familiar  with 

Q.  Does  the  matter  of  salaries  come  before  the  Board  of  Di- 
rectors, at  all  ?     A.  The  Board  of  Trustees,  you  mean  ? 

Q.  Or  trustees,  yes.     A.   Only  through  that  committee. 

Q.  Does  it  come  through  that  committee  to  the  Boayd  ?  A. 
Through  the  sub-committee  on  salaries. 

Q.  I  mean  does  the  Finance  Committee,  through  'the  sub-com- 
mittee, or  otherwise,  bring  the  matter  of  the  increase  of, salary 
before  the  Board  of  Trustees  ?     A.  Ifot  to  my  recollection. 

Q.  So  that  the  salaries  that  have  been  proved  here  are  fixed 
yearly  by  the  sub-committee  without  any  ratification  of  their 
action  by  the  Board  of  Directors  or  Trustees?     A.  I  think  that 

matter .     I  do  not  think  they  report  their  action  to  the  full 

Board,  I  do  not  think  they  do,  I  do  not  recall  it.. 

Q.  That  probably  can  be  answered  later.  Are  those  matters 
discussed  in  the  full  Board?     (Witness  Shakes  his  head.) 

.Q.  You  are  aware,  of  course,  that  salaries  have  to  be  feed 
annually  under  the  law.     A.  By-law — yes. 

Q.  Well,  under  the  law  of  this  State,  I  believe.  Is  the  matter 
taken  up  annually  by  the  sub-committee  ?  A.  The  sttb-eommittee 
meets  every  year. 

Q.  Once  a  year.     A.  About  the  first  of  the  year. 

Q.  And  fixes  the  salaries  for  the  year  ?  A.  I  don't  know 
whether  they  meet  subsequently  or  whether  they  ratify  the  sal- 
aries of  the  year  previous,  or  not.     I  do  not  think  they  do. 

Q.  ]Sro,  not  of  the  year  previous,  but  do  they  fix  them  for  the 
ensuing  year  ?  A.  I  don't  know  whether  they  enact  them  or  not 
by  a  vote  or  by  consideration.  I  do  not  know  because!  aim  not 
a  member,  and  have  not  attended  that  committee's  meetings. 

Q.  You  do  not  know  what  minutes '  they  keep  ?  A.  IS^o.  I 
assume  they  do  what  they  are  legally  required  to. 

Q.  Was  the  matter  of  the  increase  of  the  president's  salary 
three  years  ago,  in  any  way  brought  to  joun:  attention?  A.  'No, 
I  was  not  on  that  committee. 

Q.  Has  it  been  brought  to  your  attention  since  ?  A.  Why,  I 
have  known  of  it. 

Q.  You  have  known  of  it.     A.  Certainly. 
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Q.  Did  you  have  to  do  with  this  office  furniture  account? 
A.  No. 

Q.  Do  you  know' anything  about  it?    A.  "No. 

Q.  Who  had  charge  of  that  ?  A.  I  don't  think — that  is  in  the 
Real  Estate  Department.     I  don't  know. 

Q.  \Vliat  officer  of  your  company  would  deal  with  such  matters 
in  the  same  way  that  you  dealt  with  advertising,  for  example  ? 
A.  I  am  not  certain,  but  I  think  that  is  in  the  Eeal  Estate  Depart- 
ment, and  perhaps  Mr.  Granniss,  who  has  charge  of  the  real  estate 
matters 

Q.  Mr.  Granniss  has  special  charge  of  those  matters?  A. 
Whether  he  has  of  this  I  do  not  know. 

Q.  What  particular  departments,  Dr.  Gillette,  do  you  take 
charge  of,  beside  looking  after  these  accounts?  A.  I  have  not 
any  special  duties.     My  duties  are  general. 

Q.  Whatever  the  president  requests  you  to  do  ?  A.  Whatever 
comes  handy  with  me  as  an  officer. 

Q.  Is  that  the  same  as  Mr.  Granniss?  A.  That  is  the  same 
as  Mr.  Granniss. 

Q.'  Who  is  the  one  more  directly  in  charge  of  the  Real  Estate 
Department.  Is  there  a  head  of  that  department?  A.  There  is 
a  Real  Estate  Committee  on  the  Board  of  Trustees. 

Q.  Who  is  the  executive  or  managing  head  of  the  Real  Estate 
Department?     A.  The  comptroller  is  the  head. 

Q.  The  comptroller  of  the  company  ?    A.  Yes,  Mr.  Richards. 

Q.  Have  you  had  anything  to  do  with  that  at  all  ?    A.  ISTo. 

Q.  Or  with  this  matter  of  obtaining  furniture  ?    A.  No. 

Q.  Before  you  leave  will  you  state  whether  you  have  heard 
from  anyone  of  any  contributions  by  your  company  to  any 
])o]itical  campaign  other  than  those  you  have  mentioned?  A.  I 
liave  not. 

MR.  HUGHES:  That  is  all.  I  should  like  to  have  Mr.  Fields 
here  to-day. 

MR.  BECK:  Have  you  finished  with  the  witness,  Mr.  Hughes? 

MR.  HUGHES :    For  the  time  being. 

MR.  BECK :  Are  you  going  to  resume  his  examination  this 
■afternoon  ? 

MR.  HUGHES :   I  do  not  expect  to. 

MR.  BECK :   May  I  ask  a  question,  or  ask  it  through  you  ? 
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MR.  HUGHES:  Yes. 

ME.  BEOK:  I  want  to  ask  the  witness,  in  view  of  certain 
intimations  which  have  appeared  through  the  public  press, 
whether  he  or  any  officer  of  the  Mutual  Life  Insurance  Company, 
to  his  knowledge,  have  had  any  interest  in  the  business  of  Mr. 
Lawrence  or  derived  any  profit  direct  or  indirect? 

THE  WITITESS:  Never. 

MR.  HUGHES :  That  business  will  receive  a  thorough  exam- 
ination. 

ME.  BECK:  I  also  want,  Mr.  Hughes,  to  call  your  attention 
to  what  I  thought  was  a  misapprehension.  The  salaries  of  the 
Mutual  Life  Insurance  Company  are  terminable  at  pleasure,  none 
of  them  extend  over  the  year,  and  as  a  matter  of  fact  there  is  no 
law  which  requires  that  they  shall  be  annually  fixed,  but  as  a 
matter  of  fact  all  are  terminable  to-morrow  if  the  corporation  so 
elects. 

ME.  HUGHES:  We  shall  examine  that  fully.  Will  you  have 
Mr.  Fields  here  this  afternoon? 

ME.  BECK:  If  you  want  Mr.  Fields  you  can  subpcena  him, 
Mr.  Hughes. 

ME.  HUGHES:  I  understood  as  an  officer  of  the  company 
you  were  ready  to  produce  anyone  whom  we  desired.  Is  not  that 
the  fact?    I  have  been  relying  upon  that. 

ME.  BEOK:  You  furnished  us  with  a  list  of  officers  you 
wanted  us  to  produce.  We  have  not  only  produced  them  but 
all  other  information  in  our  power.  As  to  Mr.  Fields,  Mr. 
Fields  is  not  in  the  city.  He  is  in  very  ill-health,  as  one  wit- 
ness has  already  testified  from  the  stand,  and  as  we  can  abun- 
dantly sustain  by  other  expert  testimony,  if  you  desire.  As  to 
Mr.  Fields,  if  you  disregard  the  question  of  his  health,  we  remit 
you  to  your  legal  remedies.    Subpoena  hirn. 

ME.  HUGHES :  I  understood  at  the  outset,  and  it  is  fair  to 
the  Committee  to  state,  that  when  we  sent  over  the  subpcenas  to 
the  Mutual  Life  Insurance  Company,  we  were  informed,  as  I  am 
advised,  that  they  would  be  very  glad  to  waive  the  service,  of  sub- 
l)a3nas  and  produce  any  one  connected  with  their  company  upon 
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request,  and  I  am  also  informed  that  the  secretary  wrote  a  letter 
to  that  effect.     That  is  before  the  letter  you  hold  in  your  hand. 

MR.  BECK:  I  know,  but  after  you  had  made  a  general  re- 
quest you  wrote  us  a  letter,  or  rather  we  wrote  you  a  letter,  in 
which  certain  specific  names  were  mentioned.  All  of  them  are 
ready  to  be  produced,  and  many  of  them  have  been. 

THE  CHArRMAN" :  Well,  gentlemen,  allow  me  to  sug- 
gest that  this  is  a  matter  for  adjustment  between  yourselves. 

ME.  HUGHES :  Undoubtedly. 

THE  CHAIEMAE":  And  the  Committee  has  power  to  sub- 
poena the  witness  if  he  is  not  produced  upon  request,  and  we  will 
adopt  what  course  we  are  advised  upon  that  point. 

ME..  HUGHES :  Certainly.  I  merely  desired  to  say  when  we 
did  send  over  subpoenas  I  am  informed  we  received  a  general  letter 
offering  to  produce  amy  person  connected  with  the  company  and 
after  we  inquired  and  found  certain  individuals  were  out  of  town 
at  the  time  and  coming  back  naturally  at  the  close  of  the  vacation 
season,  and  certain  gentlemen  that  we  desired  at  once  were  here, 
that  we  desired  to  have  attend,  we  asked  information  as  to  when 
certain  other  people  could  appear.  If  Mr.  Fields  does  not  fall 
within  the  class  mentioned  and  we  desire  to  have  him  appear,  of 
course  we  understand  that  if  we  want  the  attendance  of  any  -wit- 
ness we  have  the  right  to  subpoena  him,  and  you  are  obliged  to 
comply  with  the  subpoena,  if  not  with  that  request. 

THE  CHAIEMAN :  Is  that  all  for  the  morning  session  ? 

ME.  HUGHES :  Yes. 

THE  OHAIEMAiN':  Before  announcing  the  noon  recess,  it 
is  only  to  proper  to  say  that  a  noon  dispatch  advises  that  the 
Speaker's  condition  has  changed  for  the  worse  and  that  his  life 
seems  to  be  ebbing  away  slowly.  If  Mr.  Nixon  should  not  survive, 
an  adjournment  of  the  work  of  this  Committee  would  be  neces- 
nary.  If  that  should  occur  during  the  noon  recess  or  at  any  other 
time  it  will  necessarily  interrupt  the  work  of  the  Committee  and 
the  sessions  of  the  Committee  for  the  few  days  that  will  be  oc- 
casioned.   The  Committee  will  now  take  a  recess  until  2.15  o'clock. 
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'AFTEE  EECESS. 

ME.  HUGHES :    Mr.  Eicliard  A.  McCurdy. 

EIOHAED  A.  McOUEDY,  called- as  a  witnessj  beings  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  McClirdy,  what  is  your  age?  A.  I  will  be  Yl  in- Janu- 
ary. 

Q.  You  are  the  president  of  the  Mutual  Life  Insurance  Com- 
pany?    A.  I  am. 

Q.  Are  you  also  a  member  of  the  Bar  of  this  State  ?  A.  It  is 
forty  years  since  I  opened  a  law  book,  or  more,  but  I  presume  I 
still  am. 

Q.  When  were  you  admitted  to  the  bar  ?  A.  I  think  about  the 
year  1856. 

Q.  How  long  did  you  practice  law  ?  A.  For  about  nine  years, 
if  I  recollect  rightly. 

Q.  When  did  you  first  go  into  the  insurance  business?  A. 
Well,  I  got  into  that  qnite  accidentally.  I  was  elected  attorney  to 
the  Mutual  Life  Insurance  Company  in  1860,  and  contintied  as 
such  for  about  five  years,  and  then  there  was  a  contingency  arose 
in  the  affairs  of  the  company  and  I  was  asked  by  the  president  at 
that  time  if  I  would  accept  election  as  vice-president  temporarily 
until  the  Board  could  look  around  and  find  a  person  to  fiir  the 
position  permanently.  I  said  I  would  do  so  simply  to  oblige,  and 
with  no  intention  at  that  time  whatever  of  leaving  my  profession ; 
but  I  got  the  halter  around  my  neck  and  I  never  could  break  it.' 

Q.  Then  you  were  vice-president  of  the  Mtitual  Life  Associa- 
tion for  a  long  number  of  years?  A.  For  twenty  years,  a  little 
over  twenty  years. 

Q.  Were  you  connected  with  any  other  insurance  company? 
A.  Yes,  I  was,  for  a  while. 

Q.  What  company  was  that?  A.  It  was  called  the  Widows' 
and  Orphans'  Benefit  Life  Insurance  Company. 

Q.  What  was  your  connection  with  that  company?  I'  was 
counsel,  and  subsequently,  when  the  company  was  wound  up, 
I  assisted  at  the  interment,  I  suppose. 
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Q.  Who  was  the  president  of  the  Widows'  and  Orphans'  Com- 
pany? A.  The  first  president  was  the  Hon.  Liicius  Eobinson, 
who  had  been  Governor  of  the  State  of  New  York,  and  upon  his 
leaving  the  Gubernatorial  office  he  accepted  the  presidency  ■  of 
that  company.  He  continued  so  for  some  three  or  four  years 
and  then  his  health  gave  way,  he  returned  to  Elmira,  and  the 
then  secretary  of  the  company,  who  was  Mr.  Charles  H.  Ray- 
mond, was  elected  to  the  presidency. 

Q.  How  long  was  Charles  H.  Raymond  the  president  of  the 
company  ?  A.  Well,  the  company  went  out  of  existence  I  think, 
along  in  18Y1,  about  that  time,  perhaps  1872,  and  Mr.  :Raymjond 
was  president  of  the  company  as  long  as  it  —  from  the  time  of  his 
election,  I  have  forgotten  the  date  of  it,  until  it  went  out  of  busi- 
ness. 

Q.  Did  that  company  have  any  relation  to  the  Mutual  Life 
Insurance  Corppany  at  any  time?    A.  No,  not  directly. 

Q.  Was  there  any  indirect  connection  or  business  between 
them?  A.  The  only  indirect  connection  was  the  fact  that  some 
of  the  directors,  I  think,  were  directors  in  that  company  arid  the 
actuary  of  the  Mutual  Life,  at  that  time  Mr.  Shgpard  Homans, 
who  is  no  longer  living,  he  was  the  consulting  actuary  of  the 
Widows'  and  Orphans'.  There  was  no  corporate  connection  of  any 
kind,  no  investment  in  its  stock,  or  any  tie  of  that  nature. 

Q.  When  Charles  H.  Raymond  no  longer  acted  as  chairman 
of  the  Widows'  and  Orphans'  did  he  become  connected  with  the 
Mutual  Life  Insurance  Company  in  any  way?  A.  I  don't  know 
how  long  the  interval  was,  but  I  think  Mr.  Raymond  was  appointed 
general  agent  of  New  York  for  the  Metropolitan  District  in  about 
1883.  There  was  some  interval,  I  believe,  between  his  leaving  the 
affairs  of  the  Widows'  and  Orphans'  and  going  into  the  service  of 
the  Mutual. 

Q.  Mr.  Raymond's  first  partner  was  a  Mr.  Little  in  the.  general 
agency  for  the  Mutual  Life  in  the  Metropolitan  District,  was  he 
not  ?  A.  I  am  trying— there  is  no  doubt  about  the  fact,  but  I  am 
-trying  to  fix  the  date.  His  first  partner  in  the  service  of  the  Mu- 
tual Life  was  Mr.  Little,  yes. 

Q.  Had  Mr.  Raymond  had  the  general  agency  of  the  Mutual 
Life  before  he  took  Mr.  Little  into  partnership?     A.  No. 

Q.  What,  if  any,  relationship  was .  there  between  you  and  Mr. 
Little?     A.  Mr.  Little  was  my  wife's  brother. 

Q.  And  how  long  did  that  partnership  between  Mr.  Raymond 
and  Mr.  Little  continue?    A.  You  have  got  it  wrong  end  foremost, 
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if  you  will  excuse  me  for  saying  so.  Mr.  Raymond  became  tlio 
partner  of  Mr.  Little  at  the  time  when  Mr.  Little  wf>s  the  general 
agent  of  the  Mutual  Life  Insurance  Company,  the  firm  being  pre- 
viously Rhodes  &  Little,  and  Mr.  Rhodes  having  died,  or  some- 
thing of  that  kind,  I  have  forgotten  now,  when  Mr.  Little  took 
Mr.  Raymond  into  partnership  with  him. 

Q.  Mr.  Little  is  dead,  is  he  not?  A.  He  died  —  he  died  some 
years  ago. . 

Q.  How  long  did  the  partnership  between  Mr.  Little  and 
Mr.  Raymond  continue?  A.  Well,  I  really  don't  think  I 
could  answer  that  without  referring  to  memoranda.  Oh,  I 
should  say,  possibly  ten  years,  but  that  is  subject  to  correction.  I 
will  refresh  my  memory  if  you  desire  to  press  the  subject  farther. 

Q.  "Who  succeeded  Mr.  Li'ttle  as  Mr.  Raymond's  partner?  A. 
After  an  interval  Mr.  Robert  H.  McCurdy. 

Q.  How  long  an  interval  was  that?  A.  "Well,  that  I  could  not 
say. 

Q.  Who  suggested  to  Mr.  Raymond  that  Mr.  Robert  H.  Mc- 
Curdy should  become  Lis  partner  ?    A.  I  could  not  say. 

Q.  Did  you  ?    A.  I  could  not  say.    I  have  not  the  faintest  idea. 

Q.  You  had  nothing  to  do  with  it?  A.  Oh,  I  could  not  say 
that,  but  I  mean  to  say  candidly,  at  this  length  of  time  I  have  no 
recollection  about  hoAv  the  matter  came  up  at  all. 

Q.  Then,  after  Mr.  Robert  H.  McCurdy  took  up  the  superin- 
tendency  of  the  foreign  business  of  your  company,  I  understand 
that  Mr.  Thebaud  took  Mr.  Robert  H.  McCiirdy's  place  or  a  place 
in  the  firm  of  C.  H.  Raymond  &  Company  ?    A.  Quite  so. 

Q.  What  had  Mr.  Thebaud's  connection  with  your  company 
been  prior  to  that  time  ?  A.  He  had  been  a  clerk  in  the  office  at 
l^ewark  of  Mr.  George  Raymond  who  was  the  general  agent  for 
the  State  of  l^ew  Jersey. 

Q.  The  by-laws,  Mr.  McCurdy,  give  to  the  president  ,of  your 
company  a  very  wide  control  over  the  management  of  its  affairs. 
Was  that  always  so,  were  these  same  by-laws  substantially  in  oper- 
ation prior  to  your  becoming  president  of  the  company  ?  A.  No, 
I  think — there  have  been  two  or  three  editions  of  the  by-laws 
printed  in  the  last  twenty  years,  I  believe,  and  when  there  have 
been  amendments  made  from  time  to  time  upon  various  occasions, 
they  have  just  been  noted  in  the  copies  held  by  the  executive  offi- 
cers until  they  got  to  be  sufficient  in  number  to  make  the  printing 
of  the  new  editions  more  convenient. 

Q.  Do  you  know  Avhether  the  provisions  of  by-law  11  as  to  the 
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powers  of  the  president  have  been  changed  since  you  became 
president  of  the  company?  A.  I  think  they  have  been  substan- 
tially that. 

Q.  I  did  not  quite  catch  that.  A.  They  have  been  substantially 
that,  I  say.  There  may  have  been  some  verbal  changes,  but  noth- 
ing affected  the  general  character  of  it. 

Q.  Do  you  recognize  that  under  that  by-law  you  have  the  right 
to  suspend  or  remove  any  general  manager  or  agent?     A.  I  do. 

Q.  And  in  practice  has  that  by-law  been  construed  to  place 
within  your  control  the  contract  with  general  agents?  A.  I  am 
not  aware  that  it  ever  has. 

Q.  Have  any  contracts  with  general  agents  been  made  excfept 
tmder  your  authority  as  president  of  the  company  ?  A.  They  have 
all  been  made  by — ^without  my  authority,  without  my  definite 
authority. 

Q.  The  contracts  with  C.  H.  Eaymond  &  Company  have  been 
introduced  in  evidence.  Have  you  been  conversant  with  the  terms 
of  those  contracts  ?     A.  I  cannot  say  that  I  ever  have  been. 

Q.  Have  you  at  any  time  taken  occasion  to  ascertain  at  what 
expense  to  the  company  the  business  of  the  metropolitan  agency 
was  conducted  ?  A.  That  has  appeared  in  the  quarterly  and  semi- 
annual and  annual  reports  submitted  to  the  directors  at  their  meet- 
ing, and  has  been  substantially  at  the  same  rate  of  expense  as  the 
other  business  of  the  company  cost  it. 

Q.  Well,  do  you  mean  that  to  suggest  that  any  other  general 
agent  of  your  company  has  had  as  favorable  terms  as  C.  H.  Ray- 
mond &  Company  ?     A.  Yes,  I  do. 

Q.  What  other  general  agents  have  had  the  same  rate  of  com- 
missions. A.  I  cannot  specify  them  because  the  agency  manage- 
ment has  not  for  a  great  many  years  been  under  my  charge,  but 
I  know  as  a  matter  of  general  knowledge  that  different  contracts, 
or  rather  different  rates  of  compensation  are  paid  and  have  been 
paid  to  different  general  agents  all  over  the  country  consistent 
in  some  cases  upon  the  amount  of  business  produced  by  them, 
governed  partly  in  other  cases  by  the  statistics  which  some  of  our 
people  get  out  for  the  purpose  of  enabling  us  to  fix  rates  of  com- 
pensation, statistics  with  regard  to  density  and  sparseness  of 
population  and  amount  of  wealth  per  capita  and  all  that  sort  of 
thing,  so  that  the  rate  of  compensation  paid  to  any  general  agent 
would  not  have  any  definite  relation  at  any  time  to  that  of  any 
other  agency  with  the  exception  that  one  might  be  more  and  one 
less  according  to  circumstances. 
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Q.  Are  you  not  aware  tkat  0.  H.  Raymond  &  Company  have 
been  receiving, a  higher  rate  of  compensation  ;than  -any  other 
general  agent  or  company?     A.  No;  I  am  not. 

Q.  Are  you  able  to  mention  any.general^gents  of  any  insur- 
ance company  in  the  Oity  of  New  York  receiving  as  high  a  rate  of 
compensation  as  C.  H.  Eaymon(i,&  Company?  A.  Whatdo  you 
mean  by  the  rate  of  compensation,  the  rate  of  commission  on  the 
policies  ? 

Q.  Yes,  On  the  premiums.     A.  On  the  premium's? 

Q.  Yes.  A.  I  can't  directly,  because  I  don't  know  the  rate 
of  commissions  allowed  by  other  large  competing  companies,  but 
I  do  know  this,  that  in  tlie  City  of  New  York  othgr  companies 
are  able  to  overbid  in  many  cases  for  solicitors' and  subordinate 
agents  — ^  they  are  able  to  overbid  the  general  agents  of  ,•  -the 
Mutual  Life  Insurance  Company. 

Q.  What  do  you  mean  by  overbid?  A.  Allowijig.  them  higher 
rates  of  subordinate  commissions,  or  guarantees,  or  salaries,  what- 
ever the  case  may  be. 

Q.  You  mean  in  obtaining  the  services  of  agents'^  A.  In 
obtaining  the  services  of  sub-agents. 

Q.  Without  reference  to  what  the  sub-agents  themselves 
actually  get,  do  you  know  of  any  case  of  a  general  agent  get- 
tmg  as  favorable  rates  as  C.  H.  Raymond  &  Coinpany?  A.  I 
want  to  remark,  Mr.  Hughes,  that  the  rates  to  any  •  general 
agency  are  not  especially  -under  my  supervision. 

Q.  That  is A.  If  you  will  allow  nae  to  finish. 

Q.  Go  on.  Pardon  my  interruption.  A.  When  I  was  vice- 
president  of  the  company  for  some  time  the  agency  systeni  was 
under  my  control.  When  I  became  president,  twenty  years 
agb,  it  ceased  to  be  under  my  supervision,  and  has  not  been  for 
twenty  years.  It  has  been  managed  by  other  executive  officers. 
Personally  I  have  not  participated  in  it,  so  when  you  attempt  to 
cross-examine  me  as  to  what  my  knowledge  of  rates  of  com- 
mission is,  hither  and  yon,  why  I  can't  answer  you.  I  want  to- 
expiain  the  reasons. 

Q.  Certainly.  Now,  will  you  state  what  you,  as  president, 
under  the  powers  conferred  upon  you  by  the  By-Laws,  have 
actually  done  in  supervising  and  in  insuring  the  efficiency  and 
economy  of  the  agency  department  of  your  company"? 

THE  WITNESS:  Have  you  got  that  little  book  there,  Mr. 
Beck? 
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MK.  HUGHES:    Shall  I  hand  it  to  him? 

MR.  BECK:  Thank  you,  sir. 

THE  WITl^ESS:    No,  it  is  the  other  little  book,  Mr.  Beck. 

(Book  handed  to  witness.) 

I  thank  you.  If  you  will  allow  me  to  explain  in  my  own 
way.  I  think  in  order  to  arrive  at  a  clear  understanding  of 
what  my  official  duties  are,  and  the  obligations  resting  upon 
me,.  I  ought  to  go  back  a  little  and  explain  somewhat  the 
situation  of  the  Mutual  Life  Insurance  Company  in  its  office 
and  administrative  force,  so  that  if  I  am  under  a  respon- 
sibility that  I  have  not  lived  up  to,  why  it  may  be  clearly  shown ; 
otherwise,  if  I  am  not  charged  with  it,  why  no  improper  surmises 
may  be  based — ^maybe.  Now,  I  have  in  my  hand  the  thirty- 
fifth  annual  report  of  the  Mutual  Life  Insurance  Company  of 
New  York,  printed  in  the  year  1878,  Frederick  S.  Winston,  at 
that  time,  being  the  president  of  the  company.  In  the  annual 
report,  as  I  say,  of  the  trustees  to  the  policyholders,  there  is  this 
statement,  referring  to  the  company :  "  It  transacted  business 
under  one  corporate  title  and  one  executive  head.  If  the  amount 
of  funds  which  it  controls  and  manages  were  distributed  amonp; 
fifty  different  corporations  with  capitals  of  from  one  to  two  mil- 
lions of  dollars  apiece,  each  of  such  companies  would  be  deemed  a 
powerful  financial  institution,  but  the  company  in  fact  as  at  pres- 
ent administered,  consists  of  several  independent  organizations 
under  one  executive  management.  Eor  the  information  of  sucli 
as  may  desire  an  account  of  the  routine  of  the  office  the  following 
details  are  furnished."  Here  then  follows,  which  I  will  not  de- 
tain either  you  or  the  Committee  with,  the  routine.  On  Monda) 
the  executive  officers  meet  together  with  the  sub-committee  of 
finance,  and  then  they  meet  together  later  on  with  comptroller 
of  the  Heal  Estate  Department.  On  Tuesday  the  executive  offi- 
cers meet  the  sub-committee  on  finance,  and  on  Wednesday,  at 
half-past  ten,  the  Einance  Committee  meets,  and  on  Friday  and 
so  on. 

It  then  goes  on  to  describe  the  different  departments  which 
constitute,  as  the  reports  call  them,  the  semi-independent  or- 
ganization: The  Insurance  and  Agency  Committee,  the  Instir- 
ance  Pepartment,  the  Financial  Department  exercise  the  func- 
tions of  a  loan  and  trust  company,  and  had  the  care  and  manage- 
44 
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ment  at  that  time  of  fifty-eight  millions  of  dollars;  the  Depart- 
ment of  Mathematics  is  administered  by  the  actuary  and  two 
principal  assistants  and  is  charged  with  the  duty  of  thus  and 
so.  In  ordinary  cases  it  is  governed  by  general  rules,  but  in  the 
calculation  and  distribution  of  dividends,  it  acts  with  the  advice 
of  the  Committee  on  Insurance,  and  so  on.  ISTow,  the  Law  De- 
partment is  under  the  responsible  charge  of  the  company's  solici- 
tor. The  Medical  Department  does  thus  and  so.  In  the 
fortieth  annual  report  of  the  Mutual  Life  Insurance  Company 
of  New  York  —  of  the  trustees  to  its  policyholders,  Trederick  S. 
Winston  being  president 

MR  ROGERS:  What  year? 

THE  WITNESS :     1883,  it  would  be,  I  think.     In  1883. 

In  a  similar  report,  issued  in  1883,  to  the  policyholders,  Fred- 
erick S.  Winston  being  president,  "  As  the  business  has  expanded 
it  has  been  found  necessary,  in  order  to  secure  efficiency  and 
economy,  to  assign  to  several  departments  so  much  of  the  busi- 
ness as  properly  belongs  to  each.  These  departments  are  sub- 
stantially as  follows:  An  Executive  Department,  the  Insurance 
Department,  the  Investment  Department,  the  Law  Department, 
the  Mathematical  Department,  the  Medical  Department,  the 
Actuarial  Department,  the  Supply  Department." 

"  The  allotment  of  the  details  of  the  company's  business  to 
appropriate  departments  has  proved  of  very  great  value." 

Then  there  is  here,  substantially  a  repetition  of  the  description 
of  the  functions,  exercised  by  the  different  departments,  to  which 
I  called  attention  in  the  report  of  a  few  years  before.  Now,  that 
was  the  organization  of  the  company  as  I  found  it  when  I  suc- 
ceeded to  the  presidency.  It  was  not  a  company  of  any  one  man 
power,  as  has  been  stated  elsewhere  at  any  rate,  if  not  here.  It 
had  been  an  organization  by  the  different  functions  exercised  in 
the  administration  of  the  company  into  almost  automatic  bodies 
acting  in  the  sphere  of  a  general  supervision,  harmoniously,  each 
one  conducting  its  appropriate  share  of  the  business  as  it  saw  fit, 
provided  it  didn't  clash  with  the  charter  of  the  company,  or  the 
general  rules  laid  down  for  the  administration  of  those  depart- 
ments. It  was  substantially — I  won't  say  substantially,  because 
perhaps  that  is  too  strong  a  word,  but  it  was  in  some  respect 
analogous  to  the  Government  of  the  United  States  of  America, 
with  its  different  states,  different  officials,  different  Governors, 
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forming  its  own  functions  witliin  its  own  territorial  limits,  and 
yet  tied  together  through  the  functions  of  the  ISTational  Govern- 
ment. I  say  this,  if  you  will  excuse  the  length  to  which  I  have 
gone  in  my  remarks,  that  when  I  seem  to  hesitate  in  answering 
questions  as  to  what  I  did  here  and  there,  and  what  my  responsi- 
bilities and  duties  were,  you  may  realize  the  fact  that  I  am  not, 
and  never  have  been,  charged  with  any  specific  duties  or  responsi- 
bilities, for  any  particular  department,  but  the  previous  adminis- 
tration of  the  company,  the  president  of  the  company  who  had 
been  president  for  thirty  odd  years,  has  stated  in  his  report  to 
the  policyholders,  had  found  a  different  system  of  management 
conducive  to  the  welfare  of  the  company,  had  carried  it  out,  and 
established  it  some  years  before  I  succeeded  to  the  presidency, 
and  that  that  has  been  followed  ever  since. 

.  MR  PREITTIOE :  Would  you  speak  just  a  little  louder,  Mr. 
McCurdy  ? 

THE  WITNESS :  I  feared  I  was  speaking  too  loud. 

Q.  Now,  to  recur,  will  you  state  just  what  you  have  done  your- 
self to  secure  the  efficiency  and  economy  of  the  agency  department 
of  your  company?  A.  I  have  been  in  the  discharge  of  my  duties 
as  president  of  the  company  at  its  office  practically  every  working 
day,  for  five  days  in  the  week  at  least,  from  half -past  nine  in  the 
morning  until  a  quarter  before  four  in  the  afternoon,  and  I  de- 
voted all  my  energies,  both  intellectual  and  physical  to  the  service 
of  whatever — or  to  the  performance  of  what  duty  was  demanded 
of  me  at  the  moment,  as  it  came  one  after  the  other.  I  have 
given  to  it  my  best  attention. 

Q.  Have  you  examined  into  the  rates  of  commission  paid  gen- 
eral agents?  A.  No,  not  to  any  great  extent,  excepting  as  these 
things  have  been  brought  before  me  at  the  close  of  the  quarterly 
period  or  the  end  of  the  year. 

Q.  Have  you  examined  into  the  profits  made  by  the  general 
agents?      A.    I  have  not. 

Q.  Have  you  taken  any  steps  to  ascertain  whether  the  general 
agents  were  making  more  money  than  they  should  make  ?  A. 
That  has  been  my  contention  with  regard  to  all  of  them  for  a 
great  many  years,  and  I  have  been  seriously  at  work  for  a  number 
of  years  to  change  that  relation  of  a  profit,  as  you  choose  to  call 
it,  to  the  business  of  the  company,  but  as  to  the  amount  of  profit, 
excepting  from  general  observation  or  general  impression  that 
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any  general  agency  can  make  out  of  the  company,  that  is  prac- 
tically a  closed  book  to  every  officer  of  the  company. 

Q.  Why  so?  A.  Because  the  private  books  of  an  agency  firm 
who  have  a  contract  for  the  distribution  of  books  from  any  manu- 
facturer, commission  agent,  is  nobody's  business  except  their  own. 
They  don't  belong  to  the  company.  They  have  the  private  part- 
nership books  of  the  agency,  and  it  is  only  by  inference  or  deduc- 
tion of  a  variety  of  things  that  one  even  gets  an  idea  of  what  the 
probable  profits  of  a  particular  general  agency  may  be. 

Q.  Were  you  desirous  of  having  that  idea?  A.  I  have  been 
distinctly. 

Q.  Did  you  ever  ask  your  son,  Robert  H.  McCurdy,  what  the 
profits  of  C.  H.  Raymond  &  Company  were  ?     A.   I  never  did. 

Q.  Did  he  ever  tell  you  ?    A.  He  never  did. 

Q.  Did  it  ever  occur  to  you  that  you  were  in  a  position  to  find 
out  whether  0.  H.  Raymond  &  Company  were  making  more 
money  than  could  properly  be  paid  to  a  general  agent  in  the  City 
of  ISTew  York?     A.  I  don't  believe  anything  of  the  kind. 

Q.  But  you  had  no  data  upon  which  to  reach  a  conclusion? 
A.  iRothing  but  what  I  have  said,  general  observation  and  knowl- 
edge of  the  business. 

Q.  Then  why  did  you  say  that  you  didn't  believe  anything  oj' 
the  sort  ?  How  could  you  have  a  belief  if  you  knew  none  of  thp. 
facts?  A.  Well,  I  have  the  general  knowledge,  I  suppose,  of  an 
intelligent  man  and  the  right  to  form  a  general  opinion  without 
the  knowledge  of  specific  facts  that  are  not  within  my  purview. 

Q.  I  find  from  the  statement  that  has  been  furnished  here  that 
the  net  receipts  of  C.  H.  Raymond  &  Company  in  1896,  after 
puying  sub-agents,  and  all  expenses  of  their  business,  amounted  to 
$198,000  and  in  1897  to  $189,000  and  in  1898  to  $195,000,  in 
1899  to  $228,000.  Do  you  regard  it  as  proper  that  a  general 
agency  of  the  mutual  life  insurance  company  in  the  City  of  New 
York  should  be  able  to  make  net  $200,000  in  the  course  of  a  year? 
A.  Is  that  your  question?  It  makes  not  the  slightest  difference* 
to  the  company  whether  one  general  agent  in  the  city  of  New 
York  made  $200,000  or  twenty  general  agents  in  the  city  of  New 
York  made  $1,000  a  year.  That  would  be  the  result  of  doing  the 
same  amount  of  business.  They  were  paid  for  on  the  percentage 
of  the  business  that  they  got,  and  it  was  simply  a  question  in  the* 
first  place  of  the  amount  of  business  that  they  turned  into  the 
company  for  which  they  were  paid.  If  they  had  not  got  the  busi- 
ness they  wouldn't  have  got  the  profits.     In  the  second  place  it 
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was  a  question  like  any  other  merchant,  of  what  his  business  cost 
him,  a  question  of  what  he  paid  for  clerk  hire  and  what  he  paid 
for  procuring  his  business,  all  of  ii  being  governed  by  the  sagacity, 
economy  and  general  knowledge  of  the  business  of  the  man  him- 
self. For  the  company  to  pay  that  amount  of  commissioti  for  that 
amount  of  business  was  eminently  proper,  and  it  didn't  make  a 
particle  of  difference  whom  they  paid  it  to. 

Q.  You  are  aware,  of  course,  that  the  amount  of  profit  de- 
rived by  the  general  agent  is  dependent  upon  the  percentage  of 
commissions,  original  and  renewals,  that  he  is  entitled  to  imder 
liis  contract,  less,  of  course,  the  expenses  that  he  incurs  in  doinp; 
his  business?  A.  Less,  of  course,  that  he  incurs  in  doing  his 
hu3inesR,  but  the  net  amount  of  profit,  that  is  a  very  important 
thing;  the  most  important  element. 

Q.  You  are  aware  that  the  expenses  of  the  general  agents 
consist  in  the  maintenance — that  is,  as  the  metropolitan  agencv 
lias  been  managed  for  many  years — consist  in  the  general  ex- 
penses of  his  office  and  in  the  payments  made  to  those  who  ac- 
tually obtain  the  insurance  ?    A.  Well,  I  presume  so. 

Q.  And  the  general  agent's  net  profit  is  what  remains,  ac- 
cording to  his  rate  of  commission,  for  his  general  management 
and  supervision  of  that  business?  A.  After  deducting  his  ex- 
penses. 

Q.  I^ow,  I  recur  to  my  question  whether  you  deem  it  proper 
to  pay  a  general  agency  for  the  management  of  business  in 
^ew  York  City  a  rate  of  commission  as  will  enable  them  for 
a  period  of  years  to  net,  after  paying  all  expenses  and  com- 
missions to  the  agents  who  obtain  the  business,  $200,000  2 
A.  The  answer  to  that  is,  as  I  take  it,  as  I  said  before,  that 
it  makes  not  a  particle  of  difference  to  the  company  whether 
it  pays  that  gross  rate  of  commissions  to  one  man  or  to  twentv 
men;  it  is  all  a  matter  of  percentage  upon  the  business.  But 
when  you  come  to  the  blunt  fact  of  Avhether  this  general 
agent — whether  you  ascertain,  as  I  said,  by  general  knowl- 
edge, whether  this  man  in  this  city  or  State  or  what 
not  is  really  making  more  than  he  ought  to  out  of  the  business, 
then  comes  the  question  what  are  you  going  to  do  about  it.  I 
have  been  at  that  for  twenty  years. 

Q.  Well,  how  did  you  go  at  that  with  C.  H.  Raymond  &  Com- 
pany? A.  Why,  the  last  that  we  did — I  am  speaking  to  you  now 
not  from  what — not  as  to  what  I  am  chargeable  with  as  president 
of  the  company ;  T  am  speaking  to  you  as  to  what  was  done  by  tbe 
general  manager  of  the  company  in  the  discharge  of  the  functions 
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of  his  office,  but  I  can't  pretend  not  to  and  don't  want  to  pretend 
to  know  what  is  going  on  where  things  really  come  under  my  ob- 
servation. 

Q.  You  understand,  of  course,  that  the  general  manager  is  to 
perform'such  duties  as  may  be  designated  to  him?    A.  Yes. 

Q.  By  you  as  vice-president  ?    A.  Yes. 

Q.  He  was  directly  subject  to  executive  control  ?    A.  Yes. 

Q.  Well,  now  in  your  desire  to  look  into  this  matter  and  do 
the  right  thing  by  the  policyholders  of  your  company,  will  you 
explain  why  you  did  not  endeavor  to  ascertain  from  your  son,  who 
was  in  the  firm  of  0.  H.  Raymond  &  (ijmpany,  whether  their 
contract  was  more  profitable  than  it  should  have  been  ?  A.  Mr. 
Robert  McCurdy  left  the  firm  of  C.  H.  Raymond  &  Company  a 
dozen  years  ago  — eighteen  or  nineteen  years  ago.  He  has  not 
been  in  it  since. 

Q.  Well,  while  he  was  in  it  did  you  t-ake  any  steps  in  the 
direction  I  have  stated?    A.  Oh,  that  is  a  good  many  years  ago. 

Q.  You  don't  recall  whether  you  did  or  not  ?    A.  IN'o,  no. 

Q.  Now,  when  Mr.  Thebaud,  your  son-in-law,  was  a  member, 
or  became  a  member  of  that  firm,  did  you  ever  ask  him  what  the 
profits  of  C.  H.  Raymond  &  Company  were  ?  A.  I  never  did.  I 
hadn't  any  right  to. 

Q.  Why  not  ?  A.  I  had  no  more  right  to  ask — no  more  legal 
right  to  ask  a  firm  of  general  agents  of  the  Mutual  Life  Insurance 
Company  what  the  net  profits  are  than  I  have  a  right  to  ask  you 
what  your  profits  are. 

Q.  Don't  you  think  when  the  question  of  the  renewal  of  a 
contract  with  a  firm  of  which  your  son-in-law  is  a  member  comes 
up  that  you  ought  to  ascertain  whether  the  rate  of  interest  is 
higher  than  it  should  be  ?  A.  I  haven't — as  I  told  you,  I  haven't 
been  in  charge  of  that  part  of  the  business  for  twenty  years. 

Q.  But  it  was  a  matter  of  which  you  could  have  taken  charge  at 
any  moment  ?    A.  Provided  I  had  nothing  else  to  do. 

Q.  Yes.  It  is  a  matter  to  which  you  felt  deeply,  did  you  not, 
this  matter  of  the  expense  to  which  the  company  was  put  in  se- 
curing new  btisiness?  A.  I  have  always  been  endeavoring  to 
reduce  the  expenses  of  the  business  to  proper  limits  and  to  those 
which  were  justified  by  the  amount  of  business  produced. 

Q.  Do  you  know  any  more  important  question  before  insurance 
companies  to-day  than  to  reduce  the  expenses  of  their  manage- 
ment ?  A.  I  think  it  is  a  very  desirable  thing  to  do,  but  I  think  it 
is  one  which  all  life  insurance  companies  are  trying  to  do. 
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Q.  And  you  know  that  the  larger  part  of  their  expenses  is  the 
expense  of  getting  business  ?    A.  Why,  I  presume  it  is. 

Q.  And  you  know  that  the  larger  p^^rt  of  the  expense  of  getting 
business  is  the  commission  paid  to  agents  ?    A.  I  presume  it  is. 

ME.  PRENTICE :  Mr.  Hughes,  will  you  ask  Mr.  McCurdy  to 
speak  a  little  louder?    I  am  unable  to  hear  you,  Mr.  McCurdy. 

THE  WITNESS :  I  have  a  little  cold  and  I  have  a  little  hoarse- 
ness, Mr.  Chairman.    I  must  ask  to  be  excused. 

MR.  ROGERS :    May  I  ask  a  question  2 

MR.  HUGHES:    Certainly. 

BY  MR.  ROGERS: 

Q.  Mr.  McCurdy,  does  not  the  company  require  the  agents  to 
account  to  it  for  all  premiums  collected?     A.  Why,  certainly. 

Q.  And  in  that  account  don't  they  state  the  amount  of  commis- 
sions which  they  deduct  under  their  contract?    A.  Undoubtedly. 

Q.  Then  how  do  you  justify  your  statement  that  as  an  officer 
of  the  company  it  was  no  part  of  your  business  and  you  had  no 
right  to  inquire  what  commissions,  either  gross  or  net,  which 
they  received,  amounted  to  ?  A.  Why,  because  the  most  we 
allow  them,  we  will  say  twenty  per  cent.,  for  purposes  of  illustra- 
tion —  when  they  account-  to  us  with  $100  collected  they  credit 
themselves  with  $20.  That  is  all  there  is  to  that.  They  don't  tell 
us  what  they  have  done  with  the  $20.  That  is  a  matter  for  them 
to  settle  and  we  have  no  interest  in  that. 

Q.  Ton  distinguish  between  the  gross  and  net  sums  ?  A.  Ex- 
actly. We  allow  them  a  gross  sum  and  don't  know  what  their 
business  cost  them,  and  we  have  no  right  to  inquire.  It  is  none 
of  our  business. 

Q.  You  recognize  the  fact  that  all  their  profits,  either  gross 
or  net,  come  out  of  moneys  collected  from  the  policyholders?  A. 
But  if  they  spend  all  that  twenty  dollars  in  getting  the  business 
they  would  not  make  it. 

Q.  But  you  lose  my  point,  Mr.  McCurdy,  that  is  that  the  money 
which  they  collect  and  all  their  profits,  either  gross  or  net,  come 
from  moneys  collected  from  the  policyholders,  do  they  not?  A. 
Come  from  premiums  collected  by  them. 

Q.  And  those  premiums  are  paid  by  the  policyholders  ?  A.  To 
the  agents. 
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Q.  To  them  under  tlie  contract  with  the  company?    A.  Yes. 

Q.  Now,  then,  as  the  custodian  and  the  guardian  of  the  welfare 
of  the  policyholders,  is  it  not,  not  only  your  duty,  but  your  para- 
mount duty,  to  inquire  whether  the  policyholders  are  heing 
charged  excessively,  or  whether  the  agents  are  deriving  too  large 
profits  from  that  business  ?  A.  The  first  point,  yes.  It  is  my  duty 
to  inquire  whether  the  agents  are  being  paid  too  much.  But 
whether  they  are  deriving  too  large  profits  or  not,  that  is  not  my 
duty,  and  I  do  not  know,  excepting  by  the  general  observation 
that  comes  to  everybody  who  makes  up  his  mind  that  his  business 
I:  costing  him  too  much,  and  when  he  makes  up  his  mind  that  a 
business  is  costing  him  too  much,  then  he  has  got  to  go  to  work 
and  take  up  the  entire  question  of  the  outstanding  contracts,  the 
length  of  time  through  which  they  run,  and  the  cost  to  the  com- 
pany to  reconstitute  the  business  on  some  other  and  more  economic 
plan, 

Q.  In  the  light  of  the  facts  recently  revealed,  what  do  you  say 
as  to  whether  or  not  the  business  was  costing  the  policyholders 
too  much  ?  A.  1  say  this,  that  that  depends  altogether  upon  cir- 
cumstances. 

Q.  Taking  into  account  all  these  circumstances  ?  A.  It  depends 
altogether  upon  circumstances.  When  I  was  elected  president  of 
the  company  I  very  soon  came  to  the  conclusion  that  the  business 
of  the  company  at  large  was  costing  us  too  much;  that  we  were 
paying  too  much  to  general  agents,  who  did  not  expend  that  por- 
tion of  their  commissions  allowed  them  by  the  company,  getting 
business  or  keeping  it  on  the  books  of  the  company  —  that  they 
were  not  expending  the  amount  that  they  should  do,  but  were 
keeping  the  money  back,  and  to  the  disadvantage  of  the  company, 
and  it  early  attracted  my  attention,  and  I  say  it  has  taken  about 
eighteen  years  to  get  the  business  around  to  the  point  where  two 
years  ago  a  general  manager  could  notify  the  firm  of  C.  H.  Ray- , 
mond  &  Company  that  on  the  Slst  day  of  December,  next,  the 
company  would  take  over  all  that  business  to  itself,  and  thereafter 
conduct  at  what  —  when  it  would  know  what  the  real  cost  of  the 
business  was,  and  save  as  much  money  as  could  be  saved.  That 
has  been  done  in  nearly  all  the  agencies  of  the  company.  It  could 
not  be  done  suddenly  —  it  had  been  done  by  a  regular  systematic 
progress  year  by  year  until  now,  our  business  has  about  five  agen- 
cies, of  which  the  Raymond  agency  is  one,  which  are  not  con- 
verted, and  in  which  the  entire  business  does  not  belong  to  the 


Testimony  of  Richard  A.  McCurdy  1385 

company,  and  when  it  can  tell  how  much  it  cost,  which  it  could 
uot  do  under  the  old  agency,  system. 

BY  MR.  BECK: 

Q.  As  you  desire  light  upon  that  question,  may  I  suggest  the 
inquiry  to  the  witness,  whether  or  not  the  rates  of  commissions 
paid  general  agents  are  not  more  determined  by  the  rates  of  com- 
missions paid  by  other  companies  to  general  agents,  with  whom 
they  must  necessarily  come  into  competition,  rather  than  by  the 
question  of  the  net  profits?  A.  Oh,  that  is  obviously  so.  The 
cost  of  the  business,  as  I  say^  the  expense  of  getting  the  business 
is  very  much  determined  by  the  competition  that  is  met,  which 
we  meet  from  other  companies. 

BY  MB.  ROGEES : 

Q.  Following  that  suggestion,  one  of  the  most  important,  and 
one  of  the  first  duties  is  to  ascertain  what  other  companies  are 
payiug,  is  it  not  ?    A.  Yes,  we  try  to  find  out. 

Q.  And  did  you  ascertain  whether  any  other  compajiy  was  pay- 
ing as  favorable  a  rate  to  agents  as  this  contract  with  Raymond 
<fe  Company?  A.  Well,  as  I  have  told  you,  I  have  not  been  per- 
sonally engaged  in  the  agency  management  of  the  company  for 
upward  of  twenty  years,  but  as  a  matter  of  general  knowledge,  I 
know  that  the  commissions  allowed  by  the  Mutual  life  Insurance 
Company  ha»Fe  not  been  sufficient  in  many  cases  to  maintain  our 
agents  in  our  ovra  service,  and  that  they  went  to  other  companies 
because  they  could  get  more  from  them. 

BY  MR.  HUGHES : 

Q.  Now,  we  are  not  speaking  for  the  moment  of  other  cases, 
we  are  speaking  of  the  case  of  C.  H.  Raymond  &  Company,  and 
if  you  desire  to  add  anything  to  what  you  have  already  said  with 
regard  to  the  competition  in  the  City  of  New  York,  which  re- 
quired you  to  pay  C.  H.  Raymond  &  Company  the  rate  of  com- 
mission proved,  I  will  be  glad  to  have  you  state  just  what  the 
competition  was,  and  what  you  know  about  it.  A.  I  have  not  any 
desire  to.  I  have  already  remarked  that  the  agency  business  has 
not  been  under  my  particular  observation  for  a  great  many  years. 

Q.  Ja  it  not  a  fact  that  general  agents  are  required  to  submit 
trial  balances  at  the  end  of  the  year  in  order  that  your  company 
may  judge  of  the  course  of  their  business?  A.  I  never  heard  of  it. 
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Q.  Is  it  your  judgment  that  it  would  be  suitable  to  require  such 
submissiou?  A.  Well,  I  have  never  given  it  any  consideration. 
It  would  have  to  come  up  at  the  time  when  you  are  making  a  new 
contract  with  a  man,  that  would  have  to  be  put  in  as  one  of  the 
clauses  of  the  contract  that  he  should  do  it. 

Q.  Do  you  have  any  idea  as  to  when  new  contracts  have 
been  made  with  the  firm  of  which  your  son-in-law  was  a  member  ? 
A.  Not  the  slightest. 

Q.  You  never  knew  when  a  new  arrangement  was  about  to 
be  made?     A.  ISTot  the  slightest. 

Q.  Did  you  ever  have  any  interviews  with  Mr.  Thebaud  in 
regard  to  the  course  of  that  agency  business?  A.  Not  with 
regard  to  the  course  of  it,  and  not  with  regard  to  the  financial 
part  of  it,  no.  I  may  have  asked  him  from  time  to  time  how 
the  business  was  turning  out,  and  things  of  that  kind,  and 
how  it  was  going  on.  Those  things  would  become  apparent, 
however,  at  the  end  of  the  quarter,  or  at  the  end  of  the  yearly 
statement. 

Q.  Have. you  ever  known  what  Mr.  Thebau;d's  interest  was 
in  C.  H.  Eaymond  &  Company  ?     A.  I  never  have. 

Q.  Have  you  known  how  his  interest  in  C.  H.  Raymond 
&  Company  has  varied,  or  increased  ?    A.  I  never  have. 

Q.  It  appears  here  in  evidence  that  last  year  Mr.  Thebaud's 
interest  in  that  business  netted  him  in  cash  $147,000,  was  that 
a  surprise  to  you?  A.  It  has  been  a  surprise  to  me  to  know 
the  facts,  because  I  did  not  know  anything  about  it  one  way  or 
the  other. 

Q.  Did  you  have  a  notion  of  it?  A.  Never  had  a  notion 
'of  'it. 

Q.  You  had  reason  to  observe,  did  you  not,  that  Mr.  The- 
baud was  making  a  good  deal  of  money?     A.  In  what  respect? 

Q.  Did  you  observe  the  natural  evidences  of  prosperity  in 
his  ease?     A.  I  had  no  doubt  of  it. 

Q.  Great  prosperity,  it  appeared  to  be,  did  it  not?     A.  No, 

Q.  Did  not  you  feel  any  special  responsibility  to  the  policy- 
holders of  your  company  by  reason  of  the  fact  that  he  was  your 
son-in-law?  A.  Not  more  than  I  would  if  he  had  been  some- 
body else's  son-in-law. 

Q.  Did  you  feel  any  sensitiveness  with  reference  to  that  and 
a  desire  to  ascertain  that  his  contract  should  be  particularlv 
free  from  criticism,  or  the  contract  of  his  firm,  I  mean  ?    A.  So 


Testimony  of  Richard  A.  McOurdy  1387 

long  as  Mr.  Thebaud's  firm  was  rendering  good  service  to  the 
Mutual  Life  Insurance  Company,  so  long  as  it  was  pro  rata 
to  the  business  done,  and  not  excessively  compensated  —  I  beg 
your  pardon,  my  mind  wandered  from  the  question,  will  you 
repeat  it? 

Q.  (Eepeated.)  A.  Well,  I  have  not  been  lying  awake  nights 
for  twenty  years  or  more  thinking  of  one  particular  subject 
in  that  company.  I  feel  a  sense  of  responsibility  and  obliga- 
tion to  my  Board  of  Trustees  and  to  the  policyholders  of  the 
company  everywhere,  to  do  my  duty  by  them  as  well  as  I  know 
how  every  hour  of  my  life.  And  one  subject  and  another  comes 
up  before  me  and  to  every  one  of  them  I  endeavor  to  give  the 
same  performance  of  duty  under  the  same  sense  of  obligation. 

Q.  I  understand  you  make  two  points.  The  first  one  is  that 
a  general  agent  should  have  a  sufficient  margin  over  his  expenses 
properly  to  compensate  him  for  the  work  he  has  to  do,  and  the 
second  is  the  presence  of  competition  in  enforcing  the  pay- 
ment of  certain  rates  of  commission  to  general  agents.  Do  those 
two  points  embrace  all  you  have  to  say  with  regard  to  the 
fixing  the  compensation  of  genera]  agents?  A.  Well,  what  do 
you  want  to  get  at,  plainly? 

Q.  I  want  to  get  at  how  you  justify  letting  C.  H.  Raymond 
&  Company  get  $200,000.  That  is  what  I  want  to  get  at.  A. 
Very  well.  Then  I  answer  that  as  I  have  said  before.  If  C. 
H.  Kaymond  &  Company,  under  the  established  contracts  with 
the  company  which  they  had,  and  which  were  not  excessive 
for  the  amount  of  business  produced,  happened  to  make 
that  amount  of  money  it  did  not  make  any  difference 
to  the  company  whether  it  was  divided  among  two  people  or  forty. 

Q.  You  say  they  were  not  excessive  ?     A.  Yes. 

Q.  Which  is  the  whole  point?     A.  Yes. 

Q.  In  the  first  place,  if  there  was  no  competition  requiring  the 
payment  of  rates  of  commission  to  C.  H.  Eaymond  &  Company, 
which  would  result  in  their  getting  $200,000  a  year,  do  you  regai'd 
the  fact  that  they  would  receive  that  amount  as  indicating  an  ex- 
cessive rate  ?  A.  I  do  not  quite  get  your  point  exactly,  with  your 
comparison.  It  does  not  make  any  impression  upon  my  mind.  I 
do  not  quite  understand  you,  Mr.  Hughes. 

Q.  Well,  apart  from  competition,  is  a  rate  of  commission  which 
gives  a  general  agent  having  charge  of  the  Metropolitan  District 
$200,000  a  year  net  in  your  judgment  an  excessive  rate  ?  A.  If 
there  were  no  other  reasons  to  justify  it.    If  there  were    no 
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other  reasons  to  justify  it^  then  it  would  come  up  as  a  matter  for 
serious  consideration. 

Q.  If  there  were  no  other  reasons  to  justify  it,  would  it  be  an 
excessiYe  rate  ?  A.  I  cannot  say  without  I  knew  what  the  other 
reasons  were  that  may  come  up. 

Q.  We  will  take  up  the  other  reasons  separately,  but  if  there 
were  no  other  reasons  is  that  an  excessive  rate  ?  A.  The  rate  of 
commissions  depends  upon  the  necessities  of  business.  The  neces- 
sities of  getting  the  business  in  the  City  of  New  York  in  competi- 
tion with  the  other  companies,  and  if,  as  I  have  stated  before,  it 
was  the  fact  that  many  of  our  agents  went  to  other  companies  be- 
cause we  could  not  hold  them,  as  it  is  called,  because  other  com- 
panies paid  them  more  than  we  could  pay  them,  there  is  no  founda- 
tion for  saying  that  the  rate  allowed  by  the  Mutual  Life  Insurance 
Company  was  in  excess  of  the  rate  paid  for  that  business  generally 
in  the  City  of  'Ne'w  York  in  what  you  might  call  the  market  for 
insurance  agents. 

Q.  Did  Charles  H.  Eaymond  &  Company  ever  threaten  to  leave 
you  to  go  to  another  company  ?  A.  I  don't  think  Charles  H.  Ray- 
mond would  leave  me  for  any  consideration  in  the  world. 

Q.  Did  Eobert  H.  McCurdy  ever  threaten  to  leave  you  to  go 
with  another  company?  A.  That  is  the  same  answer.  I  don't 
think  he  would  ever  leave  me  for  any  reason  in  the  world. 

Q.  Did  Mr.  Thebaud  ever  threaten  to  leave  you  to  go  with 
another  company  ?     A.  I  give  you  the  same  answer. 

Q.  Has  the  competition  of  any  other  company  had  any  effect 
upon  the  rates  of  0.  H.  Eaymond  &  Company?  A.  Oh,  you  are 
wandering  into  all  sorts  of  fine  distinctions  and  analyses.  'Why, 
I  cannot  match  you  in  fencing  wits,  and  don't  want  to  try. 

Q.  I  am  very  glad  to  have  you  say  that,  although  I  know  very 
well  if  it  were  a  fencing  match,  I  should  have  the  worst  of  it,  but 

it  being  a  desire  to  get  at  the  facts  it  is  a  very  simple  matter 

A.  I  cannot  answer  as  to  all  sorts  of  hypothetical  questions,  if  con- 
ditions may  or  may  not  be  the  way  you  put  them,  and  about  things 
that  I  have  not  given  any  particular  attention  to  in  twenty  years, 
and  it  is  really  putting  me  in  the  position  of  attempting  to  match 
my  wits  against  yours,  and  that  contest  I  respectfully  withdraw 
from. 

Q.  And  I,  too.  Now,  let  us  get  at  something  which  is  painfully 
concrete,  and  not  at  all  hypothetical.  It  appearing  that  0.  H. 
Eaymond  &  Company  or  the  members  of  that  firm,  had  not 
expressed  a  desire  to  leave  your  company  and  you  were  able  to 
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have  the  advantage  of  their  services  on  the  payment  of  reason- 
able compensation,  was  there  any  fact  in  that  case,  any  competi- 
tion on  the  part  of  any  other  company  which  determined  the  rate 
of  commission  paid  to  them  ?  A.  Why  not  to  get  away  their  ser- 
vices from  us,  but  to  get  away  the  services  of  other  agents,  by 
whom  they  procured  the  business.     They  had  hundreds  of  agents. 

Q.  In  other  words,  the  competition  was  the  competition  which 
would  draw  away  their  sub-agents,  and  therefore  you  must  pay  0. 
H.  Raymond  &  Company  enough  in  order  that  they  could  hold  their 
sub-agents,  that  is  the  point  ?     A.  Undoubtedly. 

Q.  Not  that  there  was  competition  by  which  C.  H.  Raymond  & 
Company  should  leave  you  ?     A.  Not  at  all,  in  the  slightest. 

Q.  Now,  then,  let  us  look  at  the  competition  and  its  effects  with 
reference  to  sub-agents  of  C.  II.  Raymond  &  Company,  after  they 
had  met  all  that  competition,  and  after  they  had  paid  whatever 
rates  were  necessary  to  secure  an  increasing  business,  after  they 
had  met  all  the  expenses  of  their  office,  they  net  for  themselves 
$200,000  a  year.  Now,  please  address  yourself  to  that  question 
and  tell  me  what  basis  there  was  for  giving  them  a  rate  of  com- 
mission which  would  enable  them  to  meet  all  competition  existing 
and  net  $200,000  a  year  ?  A.  Because  substantially  the  conditions 
of  the  business  throughout  the  whole  United  States  demanded  prac- 
tically a  certain  rate  varying  slightly  owing  to  local  conditions  here 
and  there,  and  the  general  experience  of  the  company  was  such 
that  it  was  required  to  pay  it.  It  is  not  a  system,  as  I  have  said 
to  you  before,  it  is  not  a  system  which  I  favor  and  we  are  substi- 
tuting now  the  managerial  system  for  the  general  agency  system. 

Q.  Do  you  not  know  that  you  had  a  form  for  commission,  a 
printed  form  ?     A.  I  believe  there  was. 

Q.  That  is  for  agency  contracts  ?     A.  I  believe  there  was. 

Q.  Don't  you  know  that  Raymond  &  Company  had  special  rates  ? 
A.  No. 

Q.  That  has  never  been  brought  to  your  attention?    A.     No. 

Q.  Are  you  under  the  impression  that  all  the  other  general 
agents  of  your  company  were  getting  as  good  rates  as  C.  H.  Ray- 
mond &  Company?  A.  Practically,  all  things  considered,  as  I 
understand  it, 

Q.  What  is  involved  in  that  "All  things  considered?"  A.  I 
mean  to  say,  as  I  understand  it,  the  general  manager  having  charge 
of  the  contract  with  the  agencies  makes  whatever  contract  with 
different  agents  depending  upon  conditions  which  he  is  supposed 
to  be  practically  familiar  with,  either  in  Chicago  or  Boston,  or 
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New  York,  and  that  depends  tipon  his  own  judgment  of  maiking 
those  contracts.  That  they  may  vary  more  or  less  at  various  places 
I  think  it  is  quite  possible.  I  have  not  seen  one  of  these  contracts, 
as  I  have  said,  for  a  long  time. 

Q.  You  do  not  make  uniform  rates  for  all  your  agents,  do  you  ? 
A.  I  think  not. 

Q.  You  suit  your  rates  according  to  the  conditions  ?  A.  Appar- 
ently.     Am  I  right  in  that  ? 

MR.  ROBEET  H.  McCURDY :    Yes,  sir. 

Q.  And  in  the  City  of  ISTew  York  you  fixed  your  rates'  witli  re- 
gard to  the  conditions  here  ?    A.  I  judge  so. 

Q.  Now,  once  more,  what  was  the  conditions  in  the  City  of  New 
York  which  required  you  to  give  a  rate  of  commission  to  C.  H. 
Raymond  &  Company  by  which  they  could  meet  all  competition 
and  pay  all  expenses  and  net  $200,000?  A.  You  had  better  ask 
the  general  manager. 

Q.  Do  you  know  of  any  condition?  A.  I  did  not  make  any 
contracts. 

Q.  Do  you  know  of  any  such  conditions  ?  A.  I  am  not  responsi- 
ble for  the  contracts. 

Q.  Do  you  know  of  any  such  conditions?  A.  I  have  never 
given  the  subject  any  such  consideration,  it  is  not  within  my 
province. 

Q.  As  an  insurance  man,  do  you  know  of  any  such  conditions  ? 
A.  My  dear,  sir,  I  have  tried  to  explain  to  you  that  my  duties  are 
of  a  very  general  character. 

BY  MR.  BECK: 

Q.  That  may  be  an  explanation,  but  the  fact  of  your  knowledge 
depends  upon  whether  you  do  or  do  not  know.  A.  Do  not  know 
what? 

Q.  Of  conditions  which  existed  which  required  the  payment  to 
0.  H.  Raymond  &  Co^mpany  which  will  enable  to  meet  all  competi- 
tion and  net  $200,000  a  year?  A.  I  do  not  know  of  the  conditions 
which  exist  with  regard  to  the  City  of  New  York  or  anywhere  else. 
Never  tried  to,  because  it  never  came  within  the  obligation  upon  me 
that  I  should  know  it,  in  the  discharge  of  my  official  duties. 

BY  MR.  BECK: 

Q.  Would  you  mind  asking  the  witness  whether  the  competition 
is  more  or  less  keen  in  the  City  of  New  York  than  elsewhere  ? 
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MR.  HUGHES:  Yes,  I  should  be  very  Had  to  ask  him  that, 
but  I  do  not  want  his  attention  diverted  again  by  the  subject  of  com- 
petition among  the  agents  who  write  the  business,  for  my  inquiry 
relates  to  a  payment  net,  after  all  that  competition  has  been  met, 
but  if  that  is  clearly  understood  by  the  witness,  any  observation  he 
may  make  upon  competition  in  New  York  I  should  be  glad  to  have 
him  make. 

THE  WITNESS :  If  you  choose  to  ask  that  question,  although 
it  is  suggested  by  the  company's  counsel,  Mr.  Beck ■ 

BY  ME.  HUGHES: 

Q.  I  should  be  glad  to  ask  it.  A.  I  don't  know  anything  about 
it.  It  has  not  been  in  the  particular  field  to  which  I  have  devoted 
my  attention  for  a  great  many  years,  and  whether  the  competition 
is  stronger  in  New  York  or  not,  as  a  matter  of  fact,  those  who  are 
technically  familiar  with  the  business  can  answer  better  than  I  can. 

Q.  I  see  in  the  gain  aud  loss  exhibit,  as  printed  in  the  blue  book, 
last  year  your  percentage  of  insurance  expenses  to  the  loading  upon 
the  premiums  to  meet  such  expenses  was  109.34  per  cent.?  A. 
Yes. 

Q.  Are  you  able  to  state  whether  the  insurance  expenses  had 
exceeded  the  loading  upon  the  premiums  in  prior  years?  A.  I  am 
not.    You  had  better  ask  the  actuary  about  that 

Q.  You  don't  know  anything  about  that?    A.  No. 

Q.  Well,  take  a  period  of  ten  years  back,  do  you  know  how  fre- 
quently, if  at  all,  the  expense  of  doing  your  business  had  exceeded 
the  loading  upon  the  premiums  to  meet  it?    A.  No. 

Q.  Well,  is  not  thai;  a  very  important  subject  of  executive  in- 
quiry? A.  That  is  within  the  jurisdiction  of  the  agency  depart- 
ment I  have 

Q.  Do  you  know  of  more  important  question  that  you  as  pres- 
ident of  the  Mutual  Life  could  direct  your  attention  to.  than  that 
matter?  A.  I  have  had  my  attention  once  or  twice  dra-wn  to  that 
subject  because  of  its  being  discussed  in  insurance  periodicals  and 
things  of  that  kind,  and  the  actuary  has  assured  me  that  there  was 
nothing  in  the  fact  of  a  temporary  increase  of  the  expenses  over  the 
loadings  upon  the  policies  that  was  in  any  way  dangerous  to  the 
success  of  the  company  or  improper. 

Q.  You  would  recognize  the  high  importance  of  the  fact  that 
that  should  be  temporary?    A.  Oh,  that  is  a  matter,  as  I  say,  you 
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had  better  ask  Mr.  McClintock  about  all  those  questions.  I  am  a 
layman  in  that  aa  I  am  in  the  law. 

Q.  But  you  have  for  a  great  many  years  be^n  president  of 
the  company,  and  in  the  insurance  business  for  over  50  years, 
and  I  would  Kke  to  have  you  state  what  the  consequences  would 
be  for  a  mutual  life  insurance  company,  if  its  expenses  for  a 
period  of  years  exceeded  substantially  the  loading  upon  the  pre- 
miums to  meet  such  expenses?  A.  Oh,  I  cannot  imagine  what 
might  happen  if  a  great  many  other  things  might  happen  or  did 
happen.  I  think,  with  all  due  respect,  Mr.  Hughes,  that  these 
questions  are  so  thoroughly  of  an  academic  character  that  when 
you  go  into  them  I  ought  to  have  the  right  of  suggesting  that 
you  talk  with  the  expert  on  the  question  and  not  with  a  layman. 
I  never  pretended  to  be  an  actuary. 

Q.  No,  I  am  not  getting  at  the  strictly  actuarial  questions. 
There  are  some  matters  I  suppose  which  are  almost  axiomatic 
in  life  insurance  which  even  lawyers  might  understand,  apart 
from  any  relations  with  insurance  companies.  One  of  them 
is  that  in  order  to  get  a  fund  to  pay  the  expenses  of  your  busi- 
ness you  add  a  certain  amount  to  the  net  premiums  which  wo'uld 
be  sufficient  hypothetically  to  carry  the  insurance,  to  meet  the 
expenses.      Is  not  that  so?      A.    Yes. 

Q.  And  the  addition  is  called  a  loading,  is  it  not?     A.  Yes. 

Q.  And  if  the  amount  which  you  thus  get  from  your  premiums 
on  a  calculation  that  they  will  be  sufficient  to  meet  your  expenses 
prove  not  sufficient  the  deficiency  has  to  be  made  up  in  what  way  ? 

A.  From  current  assets,  I  presume. 

Q.  Yes,  from  your  accumulations?  A.  From  what  is  called 
general  surplus,  that  is  the  undistributed  profits  for  the  time 


Q.  Yes,  from  funds  which  otherwise  would  be  distributed 
among  the  policyholders  ?     A.    Might  or  might  not  be. 

Q.  Well,  according  to  whether  they  were  or  were  not  divided? 
A.    They  might  or  might  not  be  in  the  dim  distant  future. 

Q.  You  recognize  the  fact  that  a  mutual  life  insurance  com- 
pany could  not  permanently  continue  to  spend  money  in  ex- 
cess of  the  loadings  upon  its  premiums  ?  A.  Well,  I  should  think 
it  would  be  very  unwise  to,  permanently. 

Q.  And  therefore  very  important  for  you  as  the  president  to 
know  whether  this  matter  is  a  temporary  one  or  not  ?  A.  It  would 
be  important  for  me  as  president  of  the  company  to  take  the  advice 
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and  opinion  of  my  actuary  on  that  subject,  and  if  my  actuary 
assures  me  that  the  conditions  justify  it,  to  place  my  reliance  upon 
that  expert  opinion  which  has  been  furnished  to  me  by  my  Board 
of  Trustees  as  my  authority  and  assistance  in  all  such  matters, 
and  to  be  guided  by  it  as  I  should  be.  I  have  never  overruled  one 
of  the  heads  of  the  executive  departments  in  my  life. 

Q.  The  actuary  has  no  control  over  all  expenses  of  your  com- 
pany, has  he  ?     A.   Indirectly,  yes. 

Q.  In  what  way  ?  A.  If  he  should  point  out  that  the  expenses 
of  the  company  were  unwise  or  injudicious  or  excessive  in  any 
department  which  affected  the  condition  of  the  policy  and  the 
future  of  the  company,  if  he  should  point  out  that,  his  advice  and 
recommendation  would  be  heeded  instantly  without  a  moment's 
hesitation. 

Q.  Has  he  never  pointed  that  out  to  you  ?     A.  He  never  has. 

Q.  Do  you  know  by  inquiry  from  him  or  by  any  other  way 
whether  the  percentage  of  loading  upon  premiums  is  about  the 
same  in  your  company  as  it  is  in  other  companies  ?  A.  I  don't 
think  that  I  have  ever  discussed  that. 

Q.  Have  you  ever  had  your  attention  called  to  the  fact  that, 
with  efficient  management  of  an  insurance  company,  one  of  the 
sources  of  a  surplus  would  be  a  gain  by  having  the  expenses 
come  within  the  amount  of  the  premiums  allotted  to  meet  them  ? 
A.   I  believe  so. 

Q.  Have  you  had  it  drawn  to  your  attention  that  in  the  case 
of  the  Equitable  and  New  York  Life,  according  to  their  gain  and 
loss  exhibits,  there  is  such  a  saving?  A.  I  do  not  think  I  have 
ever  looked  at  the  saving  of  either  of  those  two  companies. 

Q.  N'ow,  you  have  said  that  you  have  not  given  special  atten- 
tion to  the  agency  department  or  special  attention  to  the  actuarial 
matters  -which  came  to  you  on  the  advice  of  the  actuary  appointed 
by  the  Board.  Have  you  given  special  attention  to  the  matter  of 
salaries  ?    A.  Not  particularly  of  late  years. 

Q.  Will  you  state  what  steps  were  taken  when  your  salary 
was  increased  in  1901,  I  believe  from  the  rate  of  $100,000  to  the 
rate  of  $150,000  a  year.  First,  who  brought  the  matter  up  and 
suggested  the  increase?     A.  The  committee  on  salaries. 

Q.  Did  you  request  any  increase  in  salary?  A.  I  did  not. 
I  never  requested  an  increase  in  my  salary  in  my  life. 

Q.  Did  the  committee  formally  bring  it  to  your  attention  or  did 
some  individual  first  ask  you  whether  you  would  be  vrilling  to 
have  the  salary  increased  ?     A.  To  the  best  of  my  recollection 
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the  committee  on  salaries  were  in  session  or  had  met  and  I  was 
asked  to  come  into  the  room  and  I  went  into  the  room  and  some 
other  salaries  were  discussed,  and  when  the  question  came  to  my 
own  salary  I  was  requested  to  leave  the  room  and  I  did  leave 
the  room,  and  when  I  returned  the  gentlemen  asked  me  what  I 
thought  ahout  my  own  salary.  I  told  them  the  matter  was  entirely 
in  their  own  hands  to  do  with  as  they  saw  fit.  There  was  a  dis- 
cussion took  place  with  regard  to  it  and  they  fixed  my  salary  at 
that  sum.  I  felt  highly  complimented  and  honored  by  the  fact 
that  it  was  so. 

Q.  Did  you  think  that  you  had  any  right  to  take  that  salary? 
A.  If  I  did  not  I  should  not  be  sitting  here. 

Q.  "What  grounds  were  advanced  for  the  increase?  A.  On 
what  grounds,  was  that? 

Q.  Yes.  A.  The  general  —  I  do  not  want  to  sound  my  own 
praises,  Mr.  Hughes.  I  would  much  rather  other  people  would 
do  that  for  me.  I  took  it  as  as  indication  of  the  appreciation  put 
upon  my  services  by  the  Committee  on  Salaries,  who  were  the 
mouthpiece  of  the  finance  committee  and  of  the  trustees  gener- 
ally, or  they  would  not  have  done  it. 

Q.  You  would  have  continued  to  render  services  at  $100,000? 
A.  T  should  have  continued  to  render  services  at  whatever  they 
paid  me,  no  matter  what  they  paid  me. 

Q.  Did  you  interpose  any  remonstrance  against  the  increase? 
A.  I  certainly  did  not.     I  was  not  called  upon  to. 

-Q.  Do  you  know  of  any  president  of  any  insurance  company 
that,  receives  as  large  a  salary?  A.  I  felt  all  the  more  compli- 
mented by  the  fact  that  I  believed  that  there  was  no  other  life 
insurance  president  got  so  much. 

Q.  Did  you  think  that  you  had  any  right  to  take  money  from 
Ihe  policyholders  of  the  Mutual  Life  as  a  matter  of-  compli- 
ment? A.  I  said  that  I  felt  complimented,  but  1  did  not  say 
that  I  took  it  as  a  matter  of  compliment.  I  took  it  in  recog- 
nition of  what  I  believed  to  be  the  appraisal  put  upon  my 
services  by  the  Committee  on  Salaries  who  were. the  mouth- 
piece of  the  Board. 

Q.  Had  your  services  increased,  that  is  the  time  which  you 
gave  to  the  company  or  the  character  of  the  services,  had 
they  changed?  A.  I  think  all  such  services  are  cumulative  in 
their  nature.  They  must  be  until  physical  or  mental  infirmity 
overtakes  one,  the  result  of  past  efforts  is  a  fair  thing  to  be  con- 
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sidered,  the  acquired  familiarity,  experience,  breadth,  all  of 
those  things  are  fair  to  assume,  that  you  cannot  tell  where  the 
increase  in  a  man's  efficiency  or  knowledge  begins  or  just  where 
it  stops,  but  there  must  be  a  point  in  each  case. 

Q.  BY  ME.  ROGEKS: 

Q.  I  wanted  to  ask  if  the  Committee  on  Salaries  is  appointed 
by  the  President?     A.  No. 

Q.  By  whom?  A.  It  is  appointed  by  the  Finance  Com- 
mittee. 

Q.  From  their  own  number?     A.  From  their  own  number. 

BY  ME.  HUGHES: 

Q.  Of  course,  you  recognize  the  fact,  Mr.  McCurdy,  that 
these  committees  are  appointed  by  the  Board  of  Directors  ?  A. 
AVell  ? 

Q.  That  is  true,  the  trustees,  as  you  call  them  ?     A.  Yes. 

Q.  And  the  trustees  are  elected  in  the  manner  that  has  been 
fully  discussed  here  ?     A.  Is  that  your  question  ? 

Q.   Yes.     A.  Oh,  yes. 

Q.  I  understand  that  there  are  running  to  you  and  to  Dr. 
Gillette  some  25,000  proxies  from  policyholders?  A.  I  be- 
lieve so. 

Q.  And  that  unless  there  was  a  very  efficient  movement  among 
the  policyholders  you  absolutely  control  yourself  the  election  of 
the  Board  of  Trustees  ?  A.  I  understand  that  the  policyholders 
of  the  Mutual  Life  Insurance  Company  to  the  number  indicated 
by  Mr.  Granniss,  whatever  it  was,  have  had  sufficient  confidence 
in-  the  management  of  the  company  both  to  put  their  money  into 
it  and  to  pay  their  premiums  to  that  management  and  to  gi^e 
that  management  their  own  proxies  to  represent  them  in  the  man- 
agement of  the  company  and  election  of  trustees,  and  the  same 
man  who  is  annually  paying  his  premium  to  the  company  when 
he  chooses  to,  not  unless  he  chooses  to,  signs  a  document  authoriz- 
ing certain  people  to  represent  him  and  to  cast  his  vote,  which  he 
cannot  cast  himself  because  he  lives  in  Peoria  or  Fort  Winnipeg 
or  somewhere  else,  and  cannot  get  there  himself.  I  do  not  know 
any  other  way  to  do  it  unless  you  disfranchise  the  policyholders 
of  any  company. 

Q.  Then,  whatever  way  there  may  be  to  do  it,  as  you  say,  the 
fact  is  that  at  present  you  and  Dr.  Gillette,  by  virtue  of  these 
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proxies,  axe  able  to  control  tlie  election  of  the  Board  of  Trustees 
or  Directore?     A.  'No. 

Q.  Unless  a  larger  number  of  proxies  or  a  larger  number  of^ 
votes  were  cast  in  person  by  the  policyholders  ?     A.  No. 

Q.  Why  not?  A.  Because  the  board  is  divided,  in  the  first 
place,  into  classes  that  serve  four  years  each,  and  I  could  at  no 
time  elect  more  than  nine  men,  who  would  only  be  one-fourth  of 
the  whole,  and  nobody  else  could  elect  at  any  one  election  more 
than  nine  men. 

Q.  And  as  you  hold  these  proxies  for  a  period  of  years 

A.  No,  I  do  not. 

Q.  What?     Ai  Every  one  of  them  is  revocable  at  pleasure. 

Q.  Oh,  of  course,  but  they  are  good  until  revoked  for  the  period 
allowed  by  the  law  ?     A.  Yes. 

Q.  And  as  you  hold  them  in  this  manner  —  and  as  a  matter 
of  fact  the  evidence  is  that  there  have  been  practically  no  revoca- 
tions   

ME.  BECK :  And  no  use  of  them  in  twenty  years. 

Q.  (Continuing.)  And  no  use  of  them  for  the  reasons  that 
have  appeared  with  reference  to  those  who  actually  vote,  the 
fact  is  that  in  the  series  of  years  you  are  able  to  elect  the 
entire  board?  A.  If  there  was  any  question  in  the  mind 
of  the  policyholders  at  large  of  any  mutual  life  insurance 
company  that  there  was  any  serious  ground  for  dissatisfaction, 
they  would  revoke  their  proxies  and  give  them  to  somebody 
else  without  the  slightest  doubt.  I  have  no  doubt  on  that 
subject  whatever.  And  the  continuance  of  the  policyholders 
in  sending  their  proxies  year  after  year  is  the  best  evidence 
you  can  have  of  their  entire  satisfaction  with  the  manage- 
ment of  the  company.  They  would  not  send  them  if  they  were 
not  satisfied. 

Q.  J)id  you  have  anything  to  do  with  the  increase  of  the 
salary  of  Mr.  Granniss  in  1902?    A.  In  1902? 

Q.  When  it  was  fixed  at  $50,000  a  year?  A.  I  cannot  rec- 
ollect whether  I  was  present  at  the  committee  meeting  or 
not. 

Q.  Was  that  suggested  by  you?    A.  I  have  no  Idea. 

Q.  Was  it  opposed  by  you?  A.  ISTo,  it  was  not  opposed  by 
me,  certainly  not,  because  I  think  Mr.  Granniss  is  worth,  every 
dollar  that  he  gets  and  more,  too. 

Q.  Down  to  1903  there  had  not  been  more  than  one  first  vice- 
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president,  had  there?  A.  Well,  you  have  the  record  there,  what- 
ever the  record  shows. 

Q.  Well,  the  record  is  merely  a  blank  as  to  the  years  previous 
to  1902,  and  I  was. assuming  from  that  that  there  had  been  no 
other  first  vice-president?  A.  Yes.  I  don't  think  there  was  a 
second  vice-president  down  to  1903. 

Q.  That  is  a  second  first  vice-president?    A.  Yes. 

Q.  How  do  you  distinguish  them  as  to  matter  of  title?  A. 
They  are  simply  vice-presidents,  and  second  vice-presidents.  Each 
first  is  a  vice-president  and  there  are  two  vice-presidents. 

Q.  Well,  what  led  to  the  election  of  another  first  vice-presi- 
dent about  1903?  A.  Will  you  allow  me  to  look  at  that  thing 
again  and  see  if  I  can  recollect?  I  am  inclined  to  think,  so 
far  as  the  dates  show —  and  the  general  manager  Is  there  and 
you  can  ask  him  whether  I  am  right  or  not  —  I  am  inclined  to 
think  that  the  election  of  a  second  vice-president  grew  out  of 
the  fact  that  in  the  increase  of  the  business  the  superintendent 
of  the  Foreign  Department  was  transferred  and  made  general 
agent  and  elected  as  trustee  of  the  company. 

Q.  Yes,  but  my  point  is  as  to  the  election  of  Dr.  Gillette  as 
vice-president?     A.  Yes. 

Q.  In  addition  to  Mr.  Granniss?    A.  Yes. 

Q.  What  led  to  that?  A.  Oh,  the  growth  of  the  company. 
It  is  a  gradual  progress,  as  I  have  told  you.  At  one  time  when 
I  was  vice-president  I  looked  after  agency  matters  and  then 
when  I  was  made  president  for  some  time  Mr.  Granniss  looked 
after  agency  matters,  and  then  it  grew  and  grew  so  he  hadn't 
time  to  attend  to  all  this  thing,  and  he  had  to  give  up  the 
agency  to  somebody  else,  and  it  passed  over  to  Dr.  Gillette 
and  by  and  by  the  business  kept  on  growing,  and,  like  the 
fabled  calf,  I  think  —  I  have  forgotten  where  it  was  —  and  then 
Dr.  Gillette's  attention  became  more  devoted  to  miscellaneous 
expenditures  and  it  was  necessary  that  somebody  else  should 
take  that  off  his  hands,  and  in  the  natural  order  of  promo- 
tion Mr.  Robert  H.  McOurdy,  who  wasn't  an  ofiicer  of  the  com- 
pany—  it  was  necessary  for  somebody  to  take  that  —  should 
be  an  ofiacer  of  the  company.  He  was  formerly  called  Super- 
intendent of  the  Foreign  Department,  practically,  a  'general 
agent,  paid  on  a  commission,  and  it  was  arranged  that  he 
should  give  up  the  superintendency  of  the  Foreign  Department 
and  take  charge  of  the  Agency  Department,  which  Dr.  Gillette 
was  no  longer  able  to  attend  to. 
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MR  BECK:  Pardon  me,  Mr.  Hiigli«s,  have  you  left  tem- 
porarily tlie  subject  of  the  president's  salary? 

ME.  HUGHES:  Yes,  only  temporarily.  What  is  the 
point? 

ME.  BECK:  I  was  going  to  ask,  as  you  have  asked  the  presi- 
dent, under  what  circumstances  he  fixed  the  salary  of  him- 
self —  which  he  did  not  fix  —  I  would  like  permission  to  spread 
upon  the  record  at  this  time,  the  growth  of  the  assets  of  the  com- 
pany under  Mr.  McCurdy's  administration,  because  it  explains  the 
obvious  reasons — or  at  least  the  growth  of  his  salary. 

ME.  HUGHES.  "We  would  be  perfectly  willing  to  put  the 
growth  of  your  company  upon  the  record  at  the  proper  time,  but 
as  to  the  justification  I  would  like  to  have  Mr.  McCurdy  say  so 
now. 

THE  WITNESS:  I  have  said,  Mr.  Hughes,  that  I  would  prefer 
that  somebody  else  should  say  for  me  what  a  becoming  modesty 
inclines  me  not  to  say  myself.  If  Mr.  Beck  has  got  a  lot  of  sta- 
tistics there  that  I  didn't  know  he  had  got,  that  bear  upon  that 
subject,  I  would  rather  he  would  produce  it  than  to  produce  it  my- 
self. 

ME.  BECK:  I  shall  ask  Mr.  Hughes  if  he  will  hand  it  to  the 
witness. 

ME.  HUGHES :  I  will  hand  it  to  the  witness  and  be  very  glad 
to  have  the  witness  state  whatever  views  he  has  with  reference  to 
the  matter  of  his  salary.  If  there  is  any  relation  between  that 
and  increase  of  business  I  would  be  glad  to  have  that  known. 

THE  WITNESS:  It  is  rather  distasteful  to  me,  Mr. 
Hughes 

Q.  Well,  it  should  not  be,  Mr.  McCurdy,  because  it  is  not  a 

matter A.  Well,  I  am  willing  to  since  you  put  me  in  that 

position.     I  would  rather  not  do  it  if  I  could  avoid  it. 

Q.  It  is  really  a  matter  of  justification  more  than  anything  else 
and  I  think  you  are  not  only  entitled  to,  but  that  you  should  state 
fully  upon  what  grounds  you  think  you  can  take  from  the  company 
$150,000  each  year. 
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THE  "WITNESS:  I  object  to  the  word  justification,  because  I 
don't  think  justification  is  necessary.  But  at  all  events,  if  you 
have  put  me  in  that  position  I  am  willing  to  state  what,  as  I  have 
said,  I  would  prefer  that  you  had  brought  out  some  other  witness. 
At  the  time  that  I  acceded  to  the  presidency  of  the  company  my 
predecessor  was  at  the  time. of  his  death  81  years  of  age.  I  think 
that  he  was  universally  recognized  in  his  prime  as  head  and  front 
of  life  insurance  officials  in  this  country,  but  he  couldn't  help  get- 
ting old.  The  condition  of  the  company  at  the  end  of  1893 — ^I 
think  it  was,  or  1894. — at  the  end  of  1894 

MR  BECK:    1884. 

A.  (Continuing.)  1884,  I  should  say.  Well,  I  haven't  these 
figures  accurately  before  me.     I  see  you  have  got  the  book. 

MK.  BECK:  Those  figures  are  accurate,  Mr.  McCurdy.  You 
can  assume  the  accuracy  of  those  figures. 

THE  WITN^ESS:  I  am  going  to  begin  a  year  before  this. 
1884.  And  substantially  the  condition  of  the  company  was  that 
it  had  been  about  one  hundred  and  three  millions  of  assets  and 
three  millions  of  dollars  of  what  was  called  surplus  in  those  days. 

Q.  At  the  end  of  what  year  ?  A.  18883  about  one  hundred  and 
three  millions  and  about  three  millions  of  surplus  odd.  You  can 
verify. 

Q.  Proceed.  A.  During  the  previous  ten  years  the  position 
of  the  company,  as  was  well  known  by  insurance  experts  at  that 
time,  although  we  didn't  publish  it  any  more  than  we  could  help, 
was  practically  stationary,  if  not  retrograding.  During  the  prev- 
ious period  of  ten  years,  if  I  recollect  rightly,  and  I  am  speaking 
now  without  reference  to  exact  figures,  merely  from  recollection, 
as  you  brought  up  the  subject  that  I  haven't  prepared  myseK'  for 
specially,  but  during  the  previous  ten  years  the  surplus  one  year 
had  diminished  about  eight  hundred  thousand  dollars,  another 
year  it  diminished  about  seventy-five  thousand  dollars,  another 
year 

Q.  Pardon  me.     A.  Shall  I  go  on  ? 

Q.  Yes.  A.  The  previous  ten  years  the  surplus  had  fallen  off 
one  year  about  $800,000,  another»year  about  $75,000,  another 
year  it  had  increased  about  $25,000,  and  so  it  went.  It  was  doing 
less  business  than  either  of  its  big  competitors,  as  they  then  were 
and  as  they  are  now  to-day,  the  Equitable  Life  and  the  New  York 
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Life.  Its  expense  account  was  high  for  the  reason  then  that 
diminished  production  had  increased  the  constant  charge,  as  I 
may  call  it,  the  expense  account.  In  many  respects,  as  I  say,  the 
company  was  practically  stationary  and  I  conceived  it  to  be  my 
duty,  with  the  support  and  concurrence  of  the  Board  of  Trustees, 
to  do  what  a  life  insurance  company  is  chartered  to  do — do  busi- 
ness and  to  build  up  the  company  again  into  the  position  it  had 
formerly  occupied  as  the  leading  life  insurance  company  of  the 
world,  and  not  allow  it  to  drift  into  the  position  it  was  rapidly 
drifting  into,  when,  as  I  said  in  one  of  my  first  addresses  to  my 
trustees,  if  things  were  going  in  that  way  very  long,  the  only 
claim  to  distinction  that  it  would  have  would  be  that  it  was  the 
oldest  of  the  American  companies.  With  that  premise  I  read  from 
the  list  which  Mr.  Beck  has  handed  me:  In  the  year  1885  the 
assets  of  the  company  were  one  hundred  and  eight  million  four 
thousand  odd  dollars.  They  increased  in  the  next  year  (this  is 
the  beginning  of  my  administration)  to  $113,000,000,  the  next 
year  to  $118,000,000,  to  $125,000,000,  to  $135,000,000,  to  $146,- 
000,000,000,  to  $158,000,000,  to  $15Y,000,000,  to  $184,000,000, 
to  $202,000,000,  to  $219,000,000,  to  $234,000,000,  to  $253,000,- 
000,  to  $277,000,000,  to  $301,000,000,  to  $325,000,000,  to  $352,- 
000,000,  to  $382,000,000,  to  $401,000,000,  to  $440,000,000  at 
the  end  of  1894,  and  they  are  now,  by  the  July  statement  of  the 
company,  about  $457,000,000.  A  gain  in  twenty  -years  in  the 
assets  of  the  company  of  $332,000,000,  down  to  the  time  of — 
when  was  that  date,  the  increase  of  salary  ?  What  year  was  that  ? 
Q.  1901?  A.  1901.  During  the  eighteen  years,  up  to  the 
period  when  that  increase  in  my  salary  was  made,  the  company 
had  increased  its  assets  $332,000,000 — at  the  time — ^without 
going  through,  gentlemen,  or  Mr.  Chairman,  or  Mr.  Hughes,  the 
details  of  this,  in  1885  the  total  income  of  the  company  was  $20,- 
214,000,  at  the  end  of  1904  it  was  $81,002,000  or  a  gain  in  twenty 
years  of  $60,000,000  of  income  every  year.  The  total  disburse- 
ments— while  the  income  increased  $60,756,000  the  total  disburse- 
ments— and  mind  you  that  includes  dividends  and  payments  to 
policyholders  and  death  claims,  and  everything  of  the  kind  as 
well  as  expenses — increased  from  $17,359,000  to  $51,382,000,  or 
a  gain  in  twenty  years  of  $34,000,000,  which  was  made  up  of 
payments,  to  policyholders,  legs  the  current  expenses  of  the  com- 
pany. The  excess  of  the  total  income  over  total  disbursepients  of 
the  company  in  the  year  1885,  or  again  the  total  income  over  total 
disbursements  of  the  company  was  $2,855,000.    Last  year  the  gain 
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of  total  income  over  total  disbursements  was  $29,620,253,  or 
a  gain  in  twenty  years  of  $26,000  a  year.  All  payments  to  policy- 
holders, that  means  the  benefits  distributed  through  the 
country  at  large  by  this  Mutual  Life  Insurance  Co.  for  the  year 
1884,  were  $14,402,000,  in  1904  they  were  $34,484,000  or  more 
than  —  or  nearly  three  times  as  much,  or  twenty  millions  more 
than  they  were  twenty  years  ago.  The  new  business,  as  I  have 
told  you  the  company  was  practically  stationary  at  that  time  — 
the  new  business  at  that  time  was  $46,548,000,  in  the  year  1884. 
In  the  year  1904  the  new  business  transacted  and  paid  for  —  and 
I  want  to  draw  a  distinction  right  here.  This  does  not  mean 
business  written  as  it  is  called,  policies  issued  and  charged  to  an 
agent  and  returned  after  the  end  of  the  year,  taken  or  not  taken, 
as  the  case  may  be,  but  this  means  policies  actually  written, 
actually  issued,  accepted  by  the  insurer,  and  the  first  premium 
paid  in  full  in  cash.  That  is  the  way  our  statements  are  made 
and  have  been  for  many  years.  We  don't  issue  any  statements 
showing  simply  business  written  as  it  is  called,  but  policies  actu- 
ally issued  and  paid  for  by  the  full  first  premium  in  cash  in  1904. 
were  $231,508,259,  the  gain  in  twenty  years  was  $184,959,000. 
The  insurance  in  force  on  the  books  of  the  company  was  in  1885 
$368,000,000.  That  was  the  insurance  in  force.  It  increased 
from  year  to  year  until  1895,  when  the  insurance  in  force  at 
that  time  was  $898,000,000,  but  at  that  time  we  began,  as  I  say, 
the  substitution  of  the  plan  of  only  reporting  policies  actually 
accepted  and  paid  for  in  cash  the  whole  full  premium.  Previous 
to  that  the  records  were  of  biisiness  written.  But  taking  business 
written,  which  would  be  in  excess  of  business  paid  for  in  1885  of 
$368,000,000,  in  1904  the  insurance  in  force  was  $1,547,611,660, 
or  a  gain  of  insurance  in  force  in  twenty  years  of  $1,178,659,335, 
a  gain  of  the  insurance  in  force  in  each  year,  in  1885  $17,000,000, 
$24,000,000,  $33,000,000,  $54,000,000,  $83,000,000,  $72,000,- 
000,  $57,000,000,  $50,000,000,  $57,000,000,  $51,000,000  $43,- 
000,000,  $19,000,000,  $17,000,000,  $34,000,000,  $80,000,000, 
$88,000,000,  $101,000,000,  $99,000,000,  $104,000,000,  $102,- 
000,000  or  a  gain  in  twenty  years  of  $85,000,000  a  year. 

MR.  BECK:  Mr.  Chairman,  may  we  have  permission  to  spread 
these  figures  in  detail  upon  the  record. 

THE  CHAIRMAN:  They  have  been  already  put  upon  the 
record,  but  the  permission  will  be  granted. 
The  statement  is  as  follows: 
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ASSETS. 

Year.  Amount. 

1885 $108,431,779.00 

18-86 113,679,962 .  00 

1887 118,274,967 .  00 

1888 125,494,719.00 

1889 135,638,539.00 

1890 146,494,180.00 

1891 158,124,245 .  00 

1892 173,193,263.00 

1893 184,935,691 .  00 

1894 202,289,423 .  00 

1895 219,704,053.00 

1896 234,744,148 .  00 

1897 253,786,438.00 

1898 277,517,326 .  00 

1899 301,844,538.00 

1900 325,753,153 .  00 

1901 352,838,972 .  00 

1902 382,432,681 .  00 

1903 401,978,371 .00 

1-904 440,978,371 .  00 

Gain  in  twenty  years $332,546,592.00 

TOTAL  IlSrCOME. 

Tear.  Amount. 

1885 $20,214,954.00 

1886 21,1 37,177 .  00 

1887 23,119,923  .  00' 

1SS8 26,215,933 .00 

1889 31,119,020.00 

1890 34,978,779.00 

1891 37,634,735 .  00 

1892 40,238,865.00 

1893 41,953,146.00 

1894 48,020,870.00 

1895 48,497,431.00 

1896 49,702,695 .  00 

1897 54,162,608 .  00 

1898 55,006,629.00 

1899 58,890,077.00 
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Year.  Amount. 

1900 60,582,802 .  00 

1901 65,624,306.00 

1902 73,305,023.00 

1903 77,333,713.00 

1904 81,002,984.00 

Gain  in  twenty  years $60,788,030 .  00 

TOTAL  DISBUESEMEI^TS. 

Tear.  Amount. 

1885 $17,359,223 .  00 

1886 16,283,086.00 

1887 17,777,938.00 

1888 19,699,657.00 

1889 21,629,502.00 

1890 24,180,816.00 

1891 26,107,039.00 

1892  .  .  .  ; 26,806,144.00 

1893 30,370,040.00 

1894 30,878,891.00 

.1895 -. 33,527,890.00 

1896 36,218,575 .  00 

1897 36,124,061.00 

1898 35,245,039.00 

1899 38,597,481.00 

1900 39,446,613.00 

1901 42,4^3,607.00 

1902 44,150,308.00 

1903 48,807,616.00 

1904 51,38.2,731-00 

Gain  in  twenty  years $34,023,508 .00 

EXCESS  OF  TOTAL  INCOME  OVER  TOTAL 

DISBURSEMENTS. 

Tear.  Amount, 

1885 $  2,855,731.00 

1886 4,854,091.00 

i887 5,341,985.00 

1888 6,516,276.00 

1889 9,489,518.00 
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Tear.  Amount. 

1890 10,797,963 .00 

1891 11,527,696.00 

1892 13,432,721 .  00 

1893 11,583,106.00 

1894 17,141,979.00 

1895 15,069,541.00 

1896 13,484,120.00 

1897 18,038,547.00 

1898 19,761,590.00 

1899 20,292,596.00 

1900 21,136,189 .  00 

1901 23,171,699 .  00 

1902 29,154,715.00 

1903 28,526,097.00 

1904 29,620,253.00 

Gain  in  twenty  years $26,764,522.00 

PAYMENTS  TO  POLICYHOLDEBS. 

Tear.  Amount. 

1885 $14,402,050.00- 

1886 13,129,103.00 

1887 14,128,423.00 

1888 14,727,550.00 

1889 15,200,608 .  00 

1890 16,973,200.00 

1891 18,755,712.00 

1892 19,386,533.00 

1893 20,885,472 .  00 

1894 21,089,257.00 

1895 23,126,728 .  00 

1896 25,437,569 .  00 

1897 25,992,055 .  00 

1898 ,  24,751,659 .  00 

1899 26,369,037.00 

1900 26,361,864. 00 

1901 28,679,670.00 

1902 29,071,358.00 

1903 32,655,204. 00 

1904 34,484,275 .  00 

Gain  in  twenty  years $20,082,225 .  00 
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NEW  BUSINESS. 
Year.  Amount. 

1885 $46,548,894.00 

1886 56,898,214.00 

1887 69,641,110.00 

1888 103,346,034. 00 

1889 151,962,063.00 

1890 161,365,921  .-00 

1891 172,708,868.00 

1892 162,929,748.00 

1893 212,426,850.00 

1894 211,551,887.00 

1895 158,361,032 .  00 

1896 135,679,834. 00 

1897 140,632,461.00 

1898 134,118,295 .  00 

1899 169,246,871.00 

1900 176,006,030 .  00 

1901 194,371,100 .  00 

1902 206,676,185 .  00 

1903 215,102,648 .  00 

1904 231,508,259 .  00 

Gain  in  twenty  years $184,959,365 .00 

NOTE. —  Figures  prior  to  1895  show  issued  business.    For  that 
and  subsequent  years,  paid-for  business  only. 

INSURANCE  IN  FORCE. 

Year  Amount 

1885 $368,952,337 

1886 393,776,174 

1887 427,583,359 

1888 482,050,579 

1889 565,839,387 

1890 638,041,180 

1891 695,484,158 

1892 745,780,083 

1893 802,867,478 

1894 854,710,761 

1895 898,458,857 

1896 917,930,911 
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Year.  Amount. 

1897 ,  935,602,381 

1898 970,496,975 

1899 1,051,247,340 

1900 1,129,940,529 

1901 1,241,688,430 

1902 1,340,748,659 

1903 1,445,226,851 

1904 1,547,611,660 

Gain  in  twenty  years $1,178,659,323 

Note. — -Figures  prior  to  1895  show  issued  business.     For  that 
and  subsequent  years,  p^id-for  business  only. 

GAINS  IN  INSURANCE  IN  FORCE. 

Year.                                   "  Amount. 

1885 $17,163,052 

1886 24,823,837 

1887 33,807,185 

1888 54,467,220 

1889 83,788,808 

1890 72,201,793 

1891 57,442,978 

1892^ 50,295,925 

1893 57,087,395 

1894 51,843,283 

1895 43,748,096 

1896 19,472,054 

1897 17,671,470 

1898 34,894,594 

1899 80,750,565 

1900 88,692,989 

1901 101,747,901 

1902 99,060,229 

1903 104,480,022 

1904 102,382,979 

Increase     in     twenty     years     in 

yearly  gain $85,219,927 

Note.' — Figures  prior  to  1896   are  based  on  issued  business. 
For  that  and  subsequent  years,  on  paid-for  business  onlv. 
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MR.  BECK:  May  I  have  permission  once  more,  as  to  the 
question  of  increase  of  salary? 

MR  HUGHES:     Certainly. 

MR  BECK:  Mr.  McCurdy,  isn't  it  a  fact  that  the  Mutual 
Life  Insurance  Company  is  not  only  the  largest-  insurance  com- 
pany in  the  world,  but  that  in  addition  to  that  its  assets  are 
larger  than  those  of  the  Bank  of  Erance,  the  Bank  of  England, 
and  the  Bank  of  Germany  combined? 

THE  "WITNESS :    I  believe  that  to  be  the  fact 
MR  ROGERS :     Let  me  ask  one  question  of  Mr.  McCurdy. 
BY  MR.  ROGERS: 

Q.  I  understand  that  the  point  which  counsel  seeks  to  make 
is  this,  that  the  increase  in  salary  is  warranted  by  the  increase 
in  assets,  if  that  is  what  I  understood. 

MR.  BECK:  The  increase  in  assets  and  the  growth  of  the 
business  and  the  increase  of  responsibility.  ISTow,  Senator,  just 
allow  me  to  give  an  illustration  of  my  point. 

Suppose  a  little  steel  mill  is  on  the  Allegheny  River,  and  a 
man  is  the  president  of  that  little  steel  mill,  and  that  the  value 
is  a  million  dollars,  and  this  mill  goes  into  the  United  Stata« 
Steel  Corporation  of  a  capitalization  of  $1,468,000,000,  and  the 
president  of  the  little  company  becomes  the  president  of  the 
greater  company,  will  it  be  contended  for  a  moment  by  this 
Committee  that  the  president  of  the  United  States  Steel  Cor- 
poration (whose  salary  is  credibly  reputed  to  be  five  hundred, 
thousand  a  year  and  a  bonus  to  boot — is,  or  was,  I  refer. to  Mr, 
Schwab's  salary)  is  it  credible  that  should  not  be  more  justifiable 
than  the  salary  of  the  president  of  a  little  mill  on  the  Allegheny 
River?  When  you  have  made  that  comparison,  you  have  made 
the  comparison  between  the  company  as  it  was  when  Mr.  McCurdy 
became  president  of  it  and  as  it  is  to-day,  the  pride  of  this 
country. 

MR.  ROGERS :  The  point  I  wanted  to  get  at  was  this,  with- 
out entering  into  an  argument  in  answer  to  your  hypothetical 
question 

MR.  BECK:  You  asked  whether  you  had  stated  my  thought 
correctly,  and  I  wanted  to  give  my  thought. 
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MR  ROGERS:  I  am  folio-wing  the  question  whether  the 
assets  justify  the  increase.  In  1885  the  assets  were  approxi- 
raately  $108,000,000.  In  1901,  which  was  the  year  the  salarv 
was  increased  to  $150,000,  the  assets  were  $350,000,000,  in 
other  words,  they  were  increased  about  three  times.  Now,  the 
payments,  to  policyholders,  which  it  would  seem  to  me  were 
also  a  very  good  test,  were  in  1885,  in  round  numbers,  fourteen 
and  a  half  millions  and  in  1901  twenty  million  six  hundred  and 
odd  thousand  dollars,  the  increase  being  something  over  twice 
as  much.  The  president's  salary,  however,  has  been  increased 
from  thirty  thousand  dollars,  as  I  understand  it,  to  one  hundred 
and  fifty  thousand  dollars;  in  other  words,  five  times  as  much. 
So,  isn't  your  proportion  somewhat  too  large  so  far  as  the 
president's  salary  is  concerned  ? 

MR.  BECK:  I  haven't  pretended,  Senator,  if  you  appeal  to 
me,  that  there  should  be  any  mathematical  progression  in  the 
matter,  but  I  say  a  man  responsible  to  six  hundred  thousand, 
policyholders  for  four  hundred  and  fifty  millions  deserves  more 
salary  that  the  same  man  responsible  for  one  hundred  millions, 
and  moreover,  as  something  has  been  said  about  the  lessening 
of  profits  to  the  policyholders  by  reason  of  the  compensatory 
salary,  I  wish  to  say  that  the  actual  amounts  paid  by  each  policy- 
holder of  the  Mutual  Life  to  Mr.  McCurdy's  salary  for  this  vast 
responsibility,  a  responsibility  in  a  financial  sense  that  has  not 
its  equal  in  the  world,  is  twenty  cents. 

MR.  HUGHES:  How  much  would  it  be  if  it  was  half  a 
million?     It  wouldn't  be  more  than  twenty-one  cents,  would  it? 

MR.  TULLT:  Mr.  Beck,  as  an  abstract  proposition,  do  yon. 
think  that  the  service  of  any  man  as  president  of  a  life  insurance 
company  is  worth  one  hundred  thousand  dollars? 

MR.  BECK:  I  am  delighted  you  asked  that  question,  and 
ask  the  indulgence  of  the  Comnaittee  again. 

THE  CHAIRMAN":  Do  not  think  that  the  mere  fact  that 
the  Chairman,  or  a  member  of  the  Committee  asks  a  question, 
gives  you  the  opportunity  for  any  lengthy  remarks. 

MR.  TULLY:   I  want  to  hear  what  Mr.  Beck  says  on  this. 

MR.  BECK:  Oh,  no,  I  will  not  make  any  lengthy  remarks. 
I  say,  in  the  first  place,  there  are  thirty  law  firms  in  this  city 
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making  more  than  one  hundred  and  fifty  thousand  dollars  a 
year,  with  no  such  responsibility,  and  if  Mr.  Hughes  gets  all 
of  his  deserts  he  ought  to  be  one  of  the  thirty. 

ME.  EOG-ERS:  He  is  giving  more  attention  to  some  phases 
of  life  insurance. 

ME.  BECK:  I  say,  there  are  more  stock  exchange  houses 
in  the  mere  matter  of  the  sale  of  securities,  making  one  hundred 
and  fifty  thousand  dollars  a  year. 

ME.  EOGEES:    But  tliey  are  not  salaries. 

ME.  BECK:  They  are  not  salaries,  but  they  are  on  com- 
missions. 

THE  CHAIEMAN:  Mr.  Beck,  your  first  two  metaphors, 
of  a  steel  mill  and  a  lawyer's  compensation,  seem  extremely 
poorly  chosen. 

ME.  BECK:  They  were  separated  by  an  interval  of  time. 
There  should  be  no  connection  betwen  the  two,  I  respectfully 
deny,  but  ^t  is  a  fact,  and,  remembering  Dr.  Johnson's  famous 
remark,  that  we  ought  to  avoid  cant,  it  is  a  fact  that  in  this 
city  there  are  many  men  who  make  more  money  with  far  less 
responsibility  and  far  less  work  than  the  president  of  this  in- 
stitution, and  what  is  more,  I  venture  to  say,  as  the  general 
manager  said  when  he  was  on  the  stand,  that  the  policy  of  this 
country  is  that  there  should  be  large  rewards  for  large  achieve- 
ments, and  I  think  his  words  are  very  true  and  should  apply 
to  large  profits.  I  thank  the  Committee  for  its  courtesy.  I  did 
not  intend  to  trespass  so  long  upon  its  time. 

THE  CHAIEMAN:  We  are  mindful  that  the  hour  of  ad- 
journment is  drawing  near,  Mr.  Beck,  and  wanted  to  utilize  what 
time  is  possible. 

BY  ME.  HUGHES: 

Q.  !N'ow,  without  reference  to  any  relation  that  may  exist 
between  the  facts  you  have  mentioned  and  the  amount  of 
salaries  that  may  be  properly  paid,  it  is  entirely  proper  that 
there  should  appear  upon  the  record  the  growth  of  your  com- 
pany as  indicated  in  the  many  ways  which  you  have  mentioned, 
and  it  is  proper  that  all  the  distributions  of  that  growth  should 
45 
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be  well  understood.  Now,  in  the  first  place,  wlien  youT  assets 
increase,  that  increase  is  from  the  moneys  that  have  been  paid 
to  you  by  policyholders,  or  'the  investment  at  a  profit  of  such 
moneys,  is  it  not?    A.  'So. 

Q.  What  is  it?  A.  It  is  the  money  that  is  paid  to  .give 
the  benefit  of  life  insurance  to  them  and  to  every  other  future 
applicant  for  insurance  that  shall  make  application  to  the  com- 
pany so  long  as  its  energies  continue  to  be  exercised  in  that 
direction. 

Q.  I  think  that  you  misunderstood-  my  question.  I  am  refer- 
ring now  to  the  sources  of  those  moneys,  which  you  stated  as  the 
assets  of  the  company.  Their  sources  is  the  paymient  by  policy- 
holders and  the  profitable  use  of  the  moneys  which  policyholders 
have  paid  into  the  company  ?     A.  So,  sir. 

.  Q.  What  is  it  ?  A.  I  rest  my  answer  on  the  question  of  profit- 
able use.  It  is  an  entire  misconception  of  the  function  of  the  life 
insurance  company 

Q.  Well,  put  it  right  A,  To  consider  it  as  a  company  organ- 
ized for  the  benefit  of  making  money  or  of  declaring  dividends  to 
the  person  who  pays  the  premium  to  the  company.  The  object  of 
what  is  called  a  mutual  company  —  it  is  not  a  mutual  company 
mainly  because  it  can  elect  a  certain  number  of  men  directors,  and 
every  policyholder  has  a  right  to  cast  a  vote  in  person  for  a  director 
or  to  send  a  proxy  for  it-^ — that  isn't  what  makes  a  mutual  com- 
pany. It  isn't  only  participation  in  the  results  of  the  business  for 
this  year,  but  it  is  carrying  on  the  work  which  was  in  contempla- 
tion of  the  founders  of  the  mutual  system  in  this  country  —  it 
wasn't  so  in  England,  for  in  England  life  insurance  was  originally 
a  money-making  scheme ;  it  was  an  investment  scheme ;  it  was  pro- 
prietary and  the  men  who  put  their  money  into  that  expected  to 
get  a  dividend  on  their  investment,  and  they  little  by  little— -per- 
haps they  admitted  policyholders  to  a  participation  in  what  were 
in  that  case  the  profits  on  the  business  to  be  divided  among  them 
from  time  to  time.  When  the  Mutual  Life  Insurance  Company 
was 'established  I  believe  there  was  a  little  company  in  Pfennsyl- 
vania,  the  Clergy  Mutual  League  —  there  are  plenty  of  gentlemen 
here,  I  suppose,  who  are  specialists  in  that  matter  and  can  tell  me 
whether  I  am  right  or  not  —  that  was  doing  a  kind  of  life  insur- 
ance on  a  subscription  plan,  something  like  that  of  the  assessment 
company  to-day  or  other  fraternal  orders. 

But  the  Mutual  Life  Insurance  Company  was  organized  upon 
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the  theory  of  the  men  who  instituted  it  at  that  time  that  it  was  a 
great  beneficent  missionary  institBtion  to  extend  the  benefits  of  life 
insurance  as  far  as  possible  within  the  limits  of  safety  and  as  far 
as  were  practicable  into  every  town  and  hamlet  of  this  country. 
Europe  wasn't  thouight  of  at  that  time,  but  it  was  to  extend  —  it 
was  a  mutual  company  to  extend  the  biisiness  of  life  insurance. 
Profits  weren't  thought  of,  weren't  dreamed  of.  That  is  what  it 
was  put  there  to  do  —  that  is  what  the  company  was  organized  to 
do  and  that  was  what  I  was  put  there  to  do  when  I  Avas  elected  presi- 
dent of  the  company,  to  extend  the  benefits  of  the  life  insurance 
company,  to  every  person  who  would  be  brought  in,  and  if  you 
should  choose  to  put  it  so,  whether  at  the  temporary  or  perma- 
nent expense  of  the  man  already  insured  in  the  company  or  not. 
It  made  very  little  difference.  It  wasn't  the  object  to  declare  a 
dividend  to  a  man;  it  wasn't  the  object  that  he  should  carry 
a  policy  of  $2,500  or  $3,000  and  pay  a  premium  of  19.28, 
or  whatever  it  might  be,  and  then  at  the  end  of  the  year  get 
$Y,  and  go  home  and  spend  it  for  cigars.  The  object  was  to 
insure  as  many  men  as  possible,  and  to  pay  them  at  the  time 
of  their  death,  and  not  during  their  life-time  one  penny.  Divi- 
dends weren't  thought  of,  excepting  as  they  were  rever- 
sionary additions  to  the  policies,  and  to  a  certain  extent  what 
you  call  profit  wasn't  thought  of,  nor  the  element  of  expense 
wasn't  thought  of,  because  it  was  conceived  by  those  men 
in  the  early  day  that  this  was  —  as  I  have  said  it  was  a  mutual 
association  for  mutual  benefit  to  bring  not  only  myself  into 
this  thing,  and  that  I  might  get  a  policy  on  my  life  or  that  my 
wife  and  children  might  get  it,  but  that  I,  in  carrying  out  this 
beneficent  idea  should  induce  my  friend  and  my  neighbor  and 
everybody  else,  or  that  agents  should  be  employed"'  to  do  it,  to 
come  in,  and  even  if  it  did  —  if  it  did  necessitate  the  advance 
from  my  payments  for  the  time  being  or  even  permanently  — 
the  object  was  based  upon  the  conviction  that  every  man  ought  to 
carry  life  insurance  as  a  benefit  to  his  family,  to  the  community 
and  to  the  world  and  to  civilization  at  large,  and  that  was  the 
object  of  it.  And  that  is  why  I  say  when  you  introduce  the  word 
profit  —  in  the  foundation  of  the  Mutual  Life  Insurance  Com- 
pany the  idea  of  profit  was  entirely  absent.  The  charter  of  the 
Mutual  Life  Insurance  Company  provided  that  when  $500,000 
of  insurance  was  subscribed  and  the  premiums  paid  that  then 
it  should  commence  business  without  a  dollar  of  capital  or  any- 
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thing,  but  that  which  was  paid  in  by  the  premiums  of  those  early 
promoters.  They  didn't  take  it  to  make  a  profit  out  of  it.  I 
doubt  whether  one  of  them  ever  had  any  idea  of  what  the  result 
of  it  would  be.  They  did  it  from  a  pure  spirit  of  philanthropy 
and  benevolence  to  start  a  company  which  they  believed  to  be  a 
missionary  enterprise,  so  to  speak.  I  don't  want  to  talk  cant 
about  it,  but  that  was  the  object  of  it.  The  charter  of  the  Mutual 
Life  Insurance  Company  provided  that  any  premium  —  that  no 
premium  if  paid  into  the  company  should  ever  be  returned  to 
anybody  except  in  the  form  of  reversionary  insurance  with  the 
25olicy  when  it  matured  by  the  death  of  the  insured.  It  provided 
that  any  person  who  ceased  to  pay  his  premiimi  to  the  company, 
utterly  in  defiance  of  the  present  idea  of  inherent  right  of  policy- 
holders to  any  part  of  their  reserve  or  anything  of  the  kind,  it 
was  recognized  by  these  early  people  who  founded  the  Mutual 
Life  Insurance  Company  —  it  provided  for-  every  dollar  —  that 
if  :i  man  ceased  to  pay  his  premium  the  whole  money  previously 
paid  should  be  forfeited  to  the  company  and  should  be  added  to 
those  policies  which  persisted  in  remaining  members  of  the  com- 
pany. That  is,  I  say  ■ —  I  don't  want  —  the  Chairman  is  talking 
about  — .  Have  I  gone  on  too  long,  Mr.  Chairman  ? 

ME.  HUGHES :  Well,  you  have  made  a  very  full  explanation 
and  treated  it  as  a  missionary  enterprise.  The  question  comes 
back  to  the  salaries  of  the  missionaries  ?     A.  Well,  all  right. 

Q.  Now,  in  connection  with  that  you  have  produced  a  state- 
ment which  you  are  entitled  to  have  fully  considered  of  the  growth 
of  this  company.  Now,  what  I  want  to  direct  your  attention  to 
is  this:  You  spoke  of  a  certain  quantum  of  assets  and  of  the 
increase  of  these  assets  from  year  to  year.  I  simply  wanted  to 
know  where  the  money  came  from.  A.  It  comes  from  the  policy- 
holders. 

Q.  Yes,  it  comes  from  the  policyholders.  Well,  some  of  it 
comes  in  the  interest  on  bonds  ?     A.  Yes. 

Q.  Some  of  it  comes  in  the  way  of  dividends  on  stocks?  A. 
Yes. 

Q.  Some  of  it  comes  in  the  way  of  rents  upon  real  property? 
A.  Yes. 

Q.  That  is  what  I  meant  by  profitable  use,  that  you  invested 
your  moneys  and  you  got  the  return.  A.  Then  I  beg  your  pardon 
for  boring  the  gentlemen  of  the  Conomittee  and  yourself  with  such 
an  unnecessary  screanu 
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Q.  Not  at  all.  Then  the  moneys  came  in  this  way,  the  pre- 
miums that  are  paid  in,  and  secondly,  the  income  derived  from 
the  investment  of  those  moneys  or  the  increment  in  the  invest- 
ment itself?     A.  Yes. 

Q.  For  example,  take  the  mere  matter  of  increment:  I  find 
in  last  year  there  was  a  gain  in  market  values  of  the  properties 
held  by  your  company  of  some  nine  millions  of  dollars,  and  that 
amount,  of  course,  in  part  made  up  the  gain  or  increase  of  assets 
for  that  year  ?     A.  Yes. 

Q.  Now,  that  we  may  understand  what  these  large  figures 
mean,  in  the  first  place  when  you  increase  your  assets  as  an  in- 
surance company,  you  at  once  increase  your  liabilities,  do  you  not  ? 
.  A.  !N"o,  sir,  not  technically. 

Q.  You  have  spoken  of  $9,000,00  of  increase  of  the  assets  of 
the  company.  That  may  have  been  the  result  of  judicious  invest- 
ment and  the  rise  of  those  stocks  in  value  ?  Yes,  but  apart  from 
that,  when  you  get  a  premium  ?  A.  When  I  get  a  premium,  of 
course,  there  are  two  sides  to  the  question.  There  is  a  liability  on 
the  one  side  and  the  premium  on  the  other. 

Q.  In  other  words  you  said  that  the  assets  now  were  $440,- 
9Y8,000  ?     A.  Yes,  sir. 

Q.  Or  were  at  the  end  of  last  year.  Now,  against  that  you 
figure  on  a  liability  by  virtue  of  your  outstanding  insurance  com- 
puted with  reference  to  the  present  worth  of  those  obligations 
upon  a  4  per  cent A.  Three  and  a  half  per  cent. 

Q.  On  a  three  and  a  half  per  cent  basis  since  189Y  of  $366,- 
620,000?     A.  Eight. 

Q.  So  that  the  figures  that  you  have  given  as  to  assets  of  the 
company  must  be  considered  in  the  light  of  the  responsibilities  of 
the  company  and  the  increase  of  the  assets  in  the  light  of  the  in- 
crease of  the  liabilities  of  the  company  to  those  who  pay  premiums 
to  it  ?     That  is  so,  isn't  it  ?     A.  Well,  I  suppose  so. 

Q.  Certainly.  So  that,  when  you  wish  to  get  at  an  index  to  the 
real  prosperity  of  the  company  you  must  have  a  gain  and  loss  ex- 
hibit of  to  just  what  extent  at  the  end  of  the  year  you  are  ahead 
net  of  the  point  which  you  had  reached  at  the  end  of  the  year  be- 
fore. That  is  right,  isn't  it  ?  A.  That  gain  and  loss  exhibit  had 
no  relation  whatever  in  the  testimony  that  Mr.  Beck  has  offered 
here  on  my  behalf  to  the  results  of  my  labors.  That  has  no  rela- 
tion to  that  at  all,  if  you  will  allow  me  to  say  so. 

Q.  But  apart  from  what  Mr.  Beck  had  in  mind,  or  what  you 
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had  in  mind,  'that  we  may  understand  just  when  it  is  that  a  mutual 
life  insurance  company  is  prosperous,  and  the  extent  of  its  pros- 
perity, we  must  take  up  not  simply  a  volume  of  assets,  not  dimply 
an  increase  of  income,  not  simply  the  payments-  which  it  may  have 
made  in  a  given  time,  but  we  must  take  up  the  items  of  gain  in  a 
particular  period  or  loss  in  that  period,  and  the  net  gain  which 
has  been  made,  isn't  that  so  ?  A.  Not  necessarily  so,  no.  It  is  a 
motto  that  we  have  used  somewhat  in  our  advertising  circulars, 
"  The  best  company  is  the  company  that  does  the  most  good." 

Q.  To  whom  ?  A.  And  you  have  got  to  realize  and  have  got 
to  take  into  consideration,  what,  as  I  say,  the  company  was  char- 
tered for  and  the  amount  of  business  it  is  doing.  The  amount 
of  new  business  very  largely  indicates  the  prosperity,  which  is 
another  name  for  the  success  of  the  company,  and  even  if  we 
should  do  a  very  large  new  biasiness  which  should  encroach  some- 
what for  the  time  being,  or  should  encroach  somewhat  upon  the 
surplus  of  the  company,  that  is  no  indication  that  the  company  is 
doing  a  bad  business ;  simply  an  indication  that  it  is  doing  what 
it  was  chartered  to  do,  extending  its  business  and  extending  its 
benefits,  and  prospering  in  that  sense  of  the  word. 

Q.  Of  course,  the  philanthropy  which  you  have  in  mind . 

A.  Yes,  philanthropy.  But  I  claim'  that  it  is  a  philanthropic 
enterprise,  and  that  the  estimation  in  which  life  insurance  com- 
panies have  been  held  in  late  years  has  been  a  wrong  one  entirely, 
and  that  they  have  been  held  to  be  ni'oney  making  affairs  for  the 
sake  of  the  policyholder,  and  the-  annual  return  to  him  in  his  divi- 
dends, and  it  has  obscured  the  whole  object  of  a  mutual  life  insur- 
ance company,  what  it  was  intended  for  and  what  to-da;y  it  is 
doing. 

Q.  Well,  that  is  a  very  interesting  line,  Mr.  McOurdy.  A. 
Well,  that  is  my  belief. 

Q.  Do  I  understand  you  that  you  regard  yourself  as  charged 
primarily  with  the  duty  of  extending  insurance,  although  it  may 
be  extended  at  the  expense  of  the  policyholders,  and  it  would  be 
more  profitable  to  them  to  have  it  curtailed?  A.  I  do.  That  is 
the  view  I  take  of  the  Mutual  Life  Insurance  Company,  and  that 
every  person  who  goes  in  insurance  companies  gets  insured  on  that 
basis,  and  with  that  obligation,  that  the  object  of  that  company  is 
to  diffuse  itself  as  widely  as  possible,  and  that  it  is  an  obligation 
that  every  person  ought  to  understand  when  he  takes  a  policy 
of  life  insurance,  that  he  isn't  doing  it  wholly  for  his  own  benefit, 
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but  he  is  participating  in  a  great  movement  for  the  benefit  of 
humanity  at  large,  and  for  every  other  person  who  comes  in  and 
takes  a  policy  in  that  company,  and  in  that  way  joins  his  brother- 
hood. It  is  the  basis  of  the  fraternal  orders,  as  I  believe  they  are 
called,  masonry  and  other  things,  that  a  life  insurance  company 
is  an  eleemosynary  institution  to  a  very  large  extent.  I  have  al- 
-ways  believed  that  all  my  life  and  I  believe  it  to-day. 

Q.  We  will  come  back  to  the  point  of  departure  a  moment  later, 
but  that  is  so  interesting  I  want  to  follow  it  for  a  moment.  You 
understand,  of  course,  whatever  philantropy  in  your  undertaking 
must  have  an  economic  basis.  A.  Yes,  in  my  philantropy.  In  a 
great  many  philantropies  there  isn't  any  economic  basis. 

Q.  But  in  the  insurance  philantropy  it  is  essential  that  there 
should  be  an  economic  basis?    A.  Yes,  sir. 

Q.  You  don't  propose  to  give  insurance  away,  do  you?  A. 
!No,  though  some  people  say  we  do.  We  don't  do  it  unless  we 
can  help  ourselves. 

Q.  We  wiU  come  to  that  later.  You  don't  intend,  for  ex- 
ample, to  extend  the  benefits  of  insurance  over  the  Orient  at 
the  danger  of  your  company,  at  the  expense  of  American  policy- 
holders?    A.  No,  I  think  that  would  be  extremely  injurious. 

Q.  Don't  you  know  that  it  is  necessary  every  time  you  issue 
a  policy  in  every  country  to  have  a  secure  basis  for  the 
payment  of  whatever  that  contract  may  call  for?  A.  Oh,  yes; 
oh,  yes,  undoubtedly. 

Q.  And  don't  you  know  that  basis  will  soon  be  rendered  in- 
secure if  the  expenses  of  your  company  exceed  what  is  allotted 
to  the  carrying  on  of  your  business?  A.  If  the  company  is  going 
down  hill  and  losing  money  and  the  expenses  are  attaining  an 
undue  relation  to  the  other  conditions  of  the  company,  of  course, 
it  is  in  a  bad  way,  and  it  is  going  to  ruin,  but  when  to-day,  or 
to-morrow,  something  may  turn  up  in  the  change  in  the  mortality 
rate,  as  you  have  probably  seen,  where  all  these  diagrams  show 
the  varying  experiences  of  year  by  year  and  all  that  sort  of 
thing,  if  you  are  going  to  be  scared  every  time  the  mortality  rate 
goes  up  above  the  average,  why  you  wouldn't  do  much  life  insur- 
ance. 

Q.  Has  this  matter  of  philantropy  figured  largely  in  the  cir- 
culars which  the  Mutual  Life  issues  in  order  to  induce  people 
to  insure?    A.  Well,  yes,  I  think  it  has,  inferentially,  yes. 

Q.  Well,  directly,  have  you  ever  stated  to  the  people  whom 
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you  asked  to  take  insurance  in  your  company,  that  you  don  t 
regard  your  duty  primarily  to  make  the  transaction  a  beneficial 
one  to  the  policyholders,  but  that  you  will  go  on  in  an  endeavor 
at  his  expense?  A.  I  think  that  much,  particularly  of  the  early 
literature  of  the  company,  all  bears  that  construction. 

Q.  "Well,  how  about  the  literature  of  the  last  ten  years?  A. 
I  have  told  you  that  I  think  that  the  aim  and  object  of  life  in- 
surance in  recent  years  has  been  very  much  obscured  by  taking 
an  entirely  improper  view  of  the  object  of  life  insurance,  aiid 
considering  it  as  a  money-making  operation  for  the  individual 
and  not  as  an  institution  in  which  all  should  participate  for  the 
common  good  and  not  for  the  selfish  good  of  the  individual. 

Q.  How  has  it  happened  that  it  has  been  obscured  when  you, 
as  the  president  of  your  company,  had  full  opportunity  to  make  it 
clear  ?  A.  Because  I  have  done  the  best  I  could  under  the  circum- 
stances. 

Q.  Well,  what  are  the  circumstances  which  have  interfered  with 
your  efforts?  A.  The  circumstances  are  very  swift  competition 
from  very  strong  and  active  and  ingenious  competitors. 

Q.  Do  you  mean  that  it  would  not  do  to  have  your  views  upon 
that  subject  well  known?     A.  Now,  now,  now,  Mr.  Hughes. 

Q.  What  do  you  mean  by  swift  competition?  A.  I  mean  the 
other  fellows  are  doing  just  as  much  to  beat  me  as  I  am  doing  to 
'beat  them,  and  I  have  to  meet  the  market.  Now,  don't  let  us  get 
into  sparring  about  things. 

Q.  Now,  then,  to  come  back  to  the  point  where  we  were,  whether 
you  look  at  this  as  a  philanthropic  enterprise,  or  whether  you  look 
at  it  as  one  in  which  the  policyholders  have  put  up  a  certain 
amount  of  money  upon  the  basis  of  certain  calculation  which  you 
have  made  and  with  the  inference  that  they  will  get  after  an  efii- 
cient  and  economical  administration  all  they  should  have  in  return, 
have  you  in  your  mind  any  line  which  you  would  draw  with  regard 
to  the  expense  of  salaries  of  executive  officers?  A.  There  is  no 
rule  for  the  salaries  of  executive  officers.  There  _can't  be  any  ex- 
cept the  appraisal  put  upon  them  by  the  trustees  or  directors  of 
the  company,  who  under  the  obligation  of  their  sense  of  duty  and 
their  knowledge  of  the  character  and  capacity  of  the  men  that 
they  are  fixing  the  salaries  of,  and  the  amount  of  work  that  they 
perform.  They  don't  get  executive  officers  of  a  life  insurance 
company  or  leaders  of  the  Bar  by  the  yard  or  by  the  bushel.  They 
are  entitled  to  what  they  are  worth  and  what  they  have  proved 
themselves  to  be  worth. 
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Q.  Do  I  understand  that  the  matter  of  the  placing  of  your 
salary  was  ever  brought  before  the  Board  of  Trustees  ?  A.  JSTever 
was  and  never  would  be,  and  never  is.  ITo  salary  is  ever  broTight 
before  the  full  Board  of  Directors. 

Q.  *Have  the  trustees  of  your  company  known  the  salary  you 
were  receiving?  A.  They  have  if  they  wanted  to,  every  one  of 
them. 

Q.  Do  you  know  whether  they  have?  A.  No,  I  do  not,  because 
it  was  not  necessary  that  it  should  be  so  made.  It  was  in  the 
power  or  authority  of  the  Committee  on  Salaries,  so  constituted 
and  always  existing  from  the  time  to  which  the  memory  of  man 
runneth  not  to  the  contrary,  I  believe  that  the  Committee  on  Sal- 
aries always  had  the  right  to  fix  the  salaries  of  executive  officers, 
and  they  have  done  that.  ISTow,  if  you  will  allow  me  to  say,  Mr. 
Hughes,  why,  for  instance,  the  general  manager  testified  the  othcv 
day  he  did  not  know  what  my  salary  was. 

Q.  I  would  be  glad  to  have  it  stated.  A.  The  vice-president, 
Mr.  Granniss,  testified  at  the  first  meeting  of  this  committee  that 
he  did  not  know  what  my  salary  was.  That  is  true.  And  whether 
right  or  wrong,  it  was  based  upon  the  experience  of  the  company 
— oh,  in  the  old  times,  well  I  cannot  give  dates,  but  in  all  events 
along  about  midway  in  the  administration  of  my  predecessor,  used 
to  be  the  habit  of  the  finance  committee  to  fix  the  salaries  and 
leview  the  salaries  of  every  person  in  the  office,  officers  and  heads 
of  departments  and  clerks  just  before  the  annual  meeting,  and 
the  list  so  found  by  the  Finance  Committee  was  handed  down  to 
the  cashier  to  be  disclosed  after  the  meeting  of  the  Board  of 
Trustees,  which  was  assumed  to  have  ratified  the  action  of  the 
Finance  Committee.  The  force  was  small  then,  if  I  recall  some- 
thing not  over  fifty.  To-day  the  clerical  force  is  about  600,  and 
the  clerical  force  and  what  I  might  call  the  police  force,  I  do  not 
mean  officers,  but  people  who  take  care  of  the  building,  about  a 
thousand  people  employed  at  the  home  office.  At  that  time  there 
was  about  50  people  in  the  clerical  force  of  the  company,  and  they 
used  to  stand  in  rows  and  wait  until  the  cashier  gave  out  the  list 
of  the  increases  in  the  salaries.  It  produced  dissension,  jealousy, 
charges  and  counter-charges,  and  I  recollect  one  instance  when, 
after  an  annual  meeting  of  that  kind,  there  was  an  extreme  dis- 
turbance and  disorder  among  the  clerks  by  reason  of  that.  So  ray 
predecessor,  at  all  events,  came  to  the  conclusion  that  the  amount 
paid  by  the  company. to  any  individual  in  the  service  of  the  com- 
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pany  was  a  matter  between  himself  and  the  company  and  only 
such ;  that  it  was  not  conducive  to  the  discipline  of  the  company 
that  the  knowledge  of  what  was  paid  should  he  distributed, — 
should  come  from  the  office  at  all  events  officially,  and  he^gave 
orders  to  the  cashier  and  did  before  my  time  that  he  was  to  con- 
sider himself  forbidden  to  disclose  the  salary  paid  to  any  official 
or  clerk  of  the  company  to  any  other  official  or  clerk  of  the  com- 
pany. Of  course,  he  could  not  prevent  them  from  comparing 
notes  and  one  asking  the  other  if  they  chose.  That  has  grown  to 
be  the  custom,  and,  although,  as  far  as  I  know,  as  I  say,  clerks 
may  exchange  information  and  make  inquiries  and  try  to  find  out 
among  each  other,  nobody  is  compelled  to  disclose  Avhat  his  salary 
is,  and  among  the  principal  officers  of  the  company  T  suppose  there 
is  a  feeling  of  self-respect  and  delicacy  which  prevents  them  from 
prying  into  their  neighbor's  affairs,  so  the  fact  is,  and  I  believe  it 
is  absolutely  true,  that  unless  through  some  accidental  circum- 
stance, very  few  of  the  chief  officers  of  the  Mutual  Life  Insurance 
Company  know  what  the  salaries  of  the  other  officers  are.  It  has 
always  been  the  custom  of  the  company,  not  from  any  motive  of 
concealment  or  anything  of  the  kind,  but  because  my  predecessor 
in  his  experience  determined  that  it  was  a  matter  of  wisdom,  that 
the  salaries  should  not  be  so  disclosed  in  his  government. 

Q.  That,  of  course,  would  apply  more  to  the  question  of  the 
clerical  salaries  than  to  the  salaries  of  the  executive  officers  ?  A. 
ISTo,  sir,  no,  absolutely  to  the  executive  officers  as  well.  It  has 
always  been  the  custom  since  long  before  my  time. 

Q.  Then  the  Committee  on  Salaries  fixes  the  salaries  ?  A.  The 
Committee  on  Salaries. 

Q.  Do  they  consult  with  you?  A.  Well,  generally  about — 
well,  not  of  late  years.  I  fear  I  do  not  want  to  lead  you  into 
any  byways,  but  I  am  a  layman  and  have  been  so  long  in  the 
habit  or  out  of  the  habit  of  concentrating  my  mind  that  perhaps 
I  wander  around  and  talk  too  much,  but  the  fact  is  that,  four 
years  ago  I  think  it  is,  the  great  increase  in  the  number  of  the 
clerical  forces  became  a  burden  upon  the  Finance  Committee. 
They  could  not  properly  attend  to  the  fixing  of  the  salaries  of 
every  clerk  in  the  office  and  scarcely  of  the  executive  officers. 
They  wanted  to  be  relieved  as  trustees  from  solicitation,  and  to 
look  after  this  man's  salary  and  that  man's  salary  and  this  man's 
nephew  and  that  man's  uncle  and  all  that  sort  of  thing,  and  the 
number  grew  so  you  could  readily  see  where  there  are  four  or  five 
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hundred  clerks,  not  even  the  president  knows,  and  he  cannot  know 
by  sight  even  half  of  them,  and  he  can  know  very  little  about  the 
qualities  and  value  of  the  services  except  as  reported  by  the  head 
of  the  department,  but  it  had  grown  so  cumbersome  and  there 
were  so  many  of  them  that  the  importunities  on  the  trustees 
whether  they  were  on  the  Finance  Committee  or  not,  and  all  the 
executive  officers  were  submitted  to — because  if  there  were  fifty 
clerks  there  would  only  be  fifty  men  trying  to  pull  your  leg,  and 
where  there  are  five  hundred  it  is  quite  a  different  proposition  — - 
and  then  I  studied  the  matter  and  endeavored  to  get  at  a  system 
of  classification  of  all  the  clerks  in  the  company  whereby  a  perma- 
nent salary  should  be  attached  to  each  desk,  and  that  that  should 
bo  the  salary  of  that  desk  no  matter  who  occupied  it . 

Q.  Pardon  me  for  interrupting  you,  but  I  am  not  specially  in- 
terested in  this  matter  of  clerical  salaries  or  the  machinery,  but  I 
was  directing  your  attention  to  executive  salaries  ?  A.  Well,  that 
is  just.  it.  I  wanted  to  show  why  it  was  that  the  Finance  Com- 
mittee had  devoted  themselves  of  late  only  to 

Q.  Clerical  ?  A.  Had  dismissed  all  the  clerical  salaries  and 
devoted  themselves  exclusively  to  the  salaries  of  executive  officers. 

Q.  I  thought  that  was  left  to  the  Committee  on  Salaries  ?  A. 
No,  not  the  fixing  of  the  salaries,  that  is  just  it,  not  the  fixing  of 
the  salaries  of  the  clerical  force. 

Q.  But  the  executive  officials?  A.  The  executive  officers  are 
left  to  the  Committee  on  Salaries. 

Q.  There  was  a  matter  which  came  up  this  morning  which  it  is 
proper  should  be  finished  so  far  as  it  can  be,  or  so  far  as  your  testi- 
mony is  concerned.  That  is  the  matter  of  campaign  contributions. 
Will  you  please  state  fully  just  what  campaign  contributions  to 
political  parties  have  been  made  directly  or  indirectly  by  your  com- 
pany of  which  you  have  any  information  ?  A.  I  have  no  personal 
knowledge,  but  I  do  not  doubt  that  in  the  campaign  of  1890  a 
s\ibstantial  contribution  was  made  by  the  Mutual  Life  Insurance 
Cor&pany  to  the  Republican  Party. 

Q.  1890?     A.  What  was  the  first  Bryan  campaign? 

Q.  You  mean  the  McKinley-Bryan  campaign?     A,  Yes. 

Q.  1896,  the  first  one?     A.  1896. 

Q.  Was  a  contribution  made  to  either  political  party  in  1892  ? 
A.  1892,  no,  I  think  not.  That  was  before  —  the  first  Bryan 
campaign  was  in  1896. 

Q.  The  first  Bryan  campaign  was  in  1896"?     A.  Yes. 

Q.  In  1892  Mr.  Cleveland  Avas  re-elected.     A.     No. 
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TPTE  GHAIEMAl^:    Mr.  Hughes,  in  order  to  get  started,  -will 
•  yon  kindly  ask  Mr.  McCurdy  whetlier  the  first  contribntion  ever 
made  by  the  company  was  in  1896? 

Q.  Will  you  aiiswer  that  please,  was  the  first  contribution  ever 
made  in  1896?  A.  Yes,  that  was  the  first  contribution  ever. 
made. 

Q.  Is  that  true  with  regard  to  State  campaigns  as  well  as 
national?  A.  I  never  heard  of  our  making  any  contribution  to 
State  campaigns. 

Q.  Either  before  or  since  that  time  ?  A.  Either  before  or  since, 
no. 

Q.  Then  the  first  political  contribution  of  any  kind  made  by 
your  company  was  in  1896  ?     A.  Tes. 

Q.  What  was  the  amount  of  that  contribution  ?  A.  That  I  can- 
not say. 

Q.  Who  could  say?     A.  Dr.  Gillette  can  tell  you. 

Q.  What  was  the  next  contribution  that  you  know  of  or  have 
r.ny  information  about?  A.  Well,  the  two  Bryan  campaigns  and 
the  Parker  eompaign  we  contributed  to. 

Q.  What  was  the  contribution  in  1900  ?  A.  That  I  could  not 
say  anything  about.  We  did  make  a  contribution,  I  know,  in  a 
general  way,  because  I  know  what  was  the  feeling  of  all  my  trus- 
tees and  members  of  the  Einance  Conunittee  in  regard  to  it  and 
the  undoubted  action  of  the  Mutual  Life  in  conformity  with  the 
action  of  other  large  interests  that  felt  that  they  were  menaced 
and  would  be  injured  by  the  triumph  of  the  free  silver  doctrine  or 
16-to-l  measures. 

Q.  What  was  the  next  contribution  ?  A.  The  next  contribution 
was  in  1904. 

Q.  And  what  was  the  amount  of  that  ?  A.  That  I  could  not 
tell  you.    Dr.  Gillette  can  tell  you. 

Q.  What  other  contributions  have  been  made  to  campaign  funds  ? 
A.  None  that  I  know  of. 

Q.  Do  you  know  of  the  one  that  was  made  to  the  Con- 
p;ressional  committee?  A.  That  was  —  well,  I  never  heard  of  it 
1)  afore  until  the  other  day  and  I  was  not  aware  that  anything 
of  that  kind  had  ever  been  made. 

Q.  How  is  it  possible  that  moneys  can  be  paid  out  for  such 
])urposes  by  your  company  without  your  knowing  anything 
about  it?  A.  Because  I  am  neither  the  treasurer  nor  the  cashier 
nor  the  auditor  of  the  company  nor  the  chairman  of  the  Com- 
mittee on  Expenditures. 

Q.  Yes,  but  you  are  the  president  of  the  companv?  A.  I  am 
the  president  of  the  company. 
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Q.  And  ex-ofEcio  on  the  Finance  Committee?  A.  I  am  ex- 
otic io  on  the  Finance  Oommittee,  yes. 

Q.  Is  it  a  fact  that  payments  can  be  made  by  the  treasurer 
or  chairman  of  the  Committee  on  Expenditunis  —  I  mean  that 
extraneous  to  the  business  of  your  company  in  its  ordinary 
routine,  without  your  knowledge  as  president  or  as  ex-officio 
on  the  Finance  Committee?    A.  Lots  of  them. 

Q.  Well,  what  are  they,  what  character  ?  A.  I  cannot  imagine 
—  you  can  do  the  imagining  if  you  want  to. 

Q.  Why  do  you  say  lots  of  them?  A.  I  mean  to  say  I  am 
not  cliarged  with  the  scrutiny  of  the  daily  payments  of  the 
Mutual  life  Insurance  Company. 

Q.  These  are  not  daily  payments  in  the  sense  of  ordinary 
])aynients  in  the  course  of  the  insurance  business.  I  speak  of 
maiters  which  would  ordinarily  be  outside  of  that.  A.  I  should 
liave  to  have  my  eye  on  the  cashier's  window  every  hour  of  the 
day  if  I  was  to  stay  there  all  the  time  and  watch  sonjo  special 
appropriation  or  payment  slip  through. 

Q.  What  do  you  rely  upon  to  secure  you  and  the  company 
against  a  payment  which  would  not  command  your  judgment? 
•A.  I  rely  on  the  honest  men  by  whomi  believe  I  am  surrounded 
and  tlieir  judgment  and  their  knowledge  and  their  opinion.  I 
belisve  every  one  of  them  are  honest  men  and  I  know  that  the 
action  of  the  officers  of  the  Mutual  Life  Insurance  Company 
of  Xew  York  reflect  in  all  cases  the  judgment  of  the  Finance 
Cornmittee  of  that  company  and  the  influential  trustees  who 
pay  special  attention  to  the  business  of  the  company. 

Q.  Then,  do  I  understand  that  if  one  of  the  vice-presidents 
of  your  company  wanted  to  give  $10,000  to  some  State  cam- 
paign in  a  distant  State  and  he  thought,  from  his  personal  stand- 
]»oint,  it  was  a  good  thing  to  do,  he  could  do  it  and  it  would 
never  be  brought  to  your  attention?  .A.  I  want  to  say  this,  that 
llie  administration  of  the  Mutual  Life  Insurance  Company  is 
practically  the  joint  administration,  as  in  every  company  — 
there  are  always  four  or  five  men  about,  that  is  about  all  there 
are  in  any  corporation,  who  take  enough  interest  and  have  the 
requisite  leisure  and  knowledge  of  the  business  to  look  in  every 
day  and  participate  in  the  management.  In  every  corporation 
the  real  management  is  carried  on  by  a  small  number  of  either 
appointed  members  of  a  committee  officially  appointed  or  self- 
con.- tituted  advisers  of  the  president  and  officers  who  come  there 
and  talk  about  things  every  day.    Now,  there  has  been  from  the 
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origdm  oi  my  administration  and  before  that  a  rule  of  unanimity. 
I  have  referred  a  great  deal  to  my  predecessor  because  I  would 
a  great  deal  uather  have  referred  to  my  predecessor,  who  was 
a  very  able  m^,  than  I  wo'uld  to  myself,  and  I  have  run  to 
cover,  if  you  choose  to  put  it  so,  under  the  mantle  of  a  very 
great  man  in  the  business.  He  laid  down  the  principle  that  he 
would  never  have  a  fote  taken  in  the  Finance  Committee  upon 
any  investment  of  money  by  the  company,  he  would  not  have 
any  man  going  away  from  the  Committee  room  and  saying, 
''  I  voted  .-igainst  it  or  would  not  have  voted  for  it  if  I  had 
been  there."  He  took  the  position  that  every  vote  and  action 
of  the  Finance  Committee  had  got  to  be  unanimous.  If  it  was 
not,  it  was  immediately  withdrawn  and  that  was  the  end  of  it. 
That  rule  of  the  Finance  Committee  permeated  the  action  prac- 
tically of  the  entire  Board  of  Trustees,  and  came  to  be  the 
adopted  rule  of  the  other  committees  too,  and  I  have  never 
known  in  the  twenty  years  and  upwards  that  I  have  been  the 
president  of  that  company,  I  have  never  known  a  question 
settled  in  the  Board  of  Trustees  or  any  committee  upon  a  vote 
by  name  or  even  by  number.  Now  the  result  is  a  feeling  of 
entire  confidence  upon  the  part  of  the  members  of  the  Finanoe 
and  other  committees  and  the  active  men  in  the  management  of 
the  affairs  of  the  company,  and  they  know  perfectly  well  that 
the  rule  which  governs  them  governs  also  the  executive  officers, 
and  that  while  not  one  of  them  would  advise  the  executive  ofiicers 
or  would  do  in  the  administering  the  affairs  of  that  company  a 
thing  that  they  were  not  sure  would  have  the  consent  of  every 
other  one  of  the  trustees  or  members  of  the  committee,  they 
know  the  executive  officers  are  bound  by  the  same  obligation  and 
they  are  in  and  out  every  day. 

Q.  It  is  a  case  of  mutual  confidence?  A.  It  is  a  case  of  mutual 
confidence. 

Q.  One  more  question  and  then  we  will  adjourn  to-day.  To 
whom  was  the  contribution  in  the  campaign  of  1904  paid?  A. 
Oh,  that  I  don't  know. 

Q.  Uon't  know  anything  about  that?  A.  I  dom't  know  any- 
thing about  that. 

lAil.  HUGHES:  That  is  all  for  to-night. 

THE  CHAIKMAISr:  The  Commiti?e  will  stand  adjo\nnof(  to 
10.30  o'clock  to-morrow.  Every  witness  imder  subpoena  in- 
crlnding  the  witness  on  the  stand  will  be  here  without  further 
notice. 


rALDEEMANIC    OHAMBEE, 
City  TTat.i.,  New  Yokk  City. 

October  11,  1905. 

Tbe  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  tke  chair. 

THE  CHAIRMAN:  Gentlemen,  this  Committee  meets  this 
morning  for  the  purely  formal  purpose  of  the  announcement  of 
the  sad  death  of  the  Speaker  of  the  Assembly,  and  formally  ad- 
journing out  of  respect  to  his  memory. 

Mr.  Nixon  was  serving  his  fifteenth  year  as  representative  of 
one  of  the  districts  in  Chautauqua  County  and  his  seventh  con- 
secutive term  as  Speaker  of  the  Assembly. 

He  was  a  singularly  great  hearted,  sympathetic,  able  man,  who 
had  that  nice  sense  of  proportion  of  men  and  conditions  that  made 
him  the  most  powerful  Speaker  within  the  memory  of  men  who 
are  now  in  the  Legislature.  He  possessed  the  friendship  of 
thousands,  dear  to  everyone  who  met  him,  and  affection  was  the 
real  foundation  of  the  friendships  he  made. 

I  know  of  no  one  in  the  State  who  possessed  more  of  influence 
nor  exercised  it  more  wisely,  nor  upon  whom  the  affairs  of  this 
State  were  more  largely  dependent  for  right  management  and  ad- 
ministration. 

The  loss  is  a  most  serious  one. 

It  is  the  third  time  since  this  Committee  has  been  in  session 
that  men  associated  with  us  have  been  stricken:  First,  Mr.  Sack- 
ett,  the  stenographer  to  this  Committee;  then  Senator  Ambler, 
and  now  Speaker  Nixon. 

It  is  the  saddest  day  that  I  remember  since  I  have  been  a  mem- 
ber of  the  Legislature,  and  every  man  on  this  Committee  feels 
that  he  has  lo^t  a  very  dear  and  personal  friend.  It  would  be 
intoleiable,  of  course,  to  attempt  to  continue  the  sessions  of  this 
Committee,  important  as  it  is  that  they  should  be  continued,  im- 
portant as  the  matters  are  that  are  being  considered,  after  such  an 
.event  and  until  the  funeral  shall  have  been  held. 

Mr.  McKeon,  you  were  personally  acquainted  with  Mr.  Nixon. 
Po  you  desire  to  add  anything  to  what  I  have  said  ? 

1423 


1424  Legislative  Insurance  Investigation. 

ME.  McEIEEE":  Mr.  Ohairman  and  geatlemen  of  the  Com- 
mittee: On  behalf  of  the  counsel  of  the  Committee,  I  take  sad 
occasion  to  supplement  briefly  the  words  that  have  been  put  on  the 
record  by  the  Chairman.  It  was  my  privilege  to  know  the  Speaker 
quite  well,  and  on  a  number  of  occasions  to  come  into  quite  close 
contact  with  his  official  actions.  It  is  perhaps  a  misfortune  of  our 
civilization  that  ths  habit  has  grown  up  of  treating  men  in  public 
office  with  scant  praise,  and  often  the  habit  of  indulging  in  the 
most  unmerited  criticism. 

Speaker  ISTixon  was  a  man  who  rarely  merited  criticism.  Like 
all  men  of  personal  force,  his  sense  of  duty  often  compelled  him  to 
override,  perhaps  somewhat  summarily,  the  wishes  and  requests 
of  his  fellow  citizens.  He  was  a  man  who  had,  in  my  observa- 
tion, a  remarkably  keen  sense  of  the  responsibility  of  high  legisla- 
tive office,  and  he  was  a  man  who  had  on  all  occasions  the  courage 
of  his  convictions. 

I  know  that  the  counsel  for  your  Committee  feel  regret  that 
anything  has  occurred  to  interrupt  the  continuity  of  the  sessions, 
particularly  at  this  juncture,  but  they  certainly  concur  in  the  feel- 
ing that  the  reason  which  impels  this  proposed  adjournment  is 
entirely  adequate,  and  that  it  is  most  proper  evidence  of  respect 
shown  to  the  Speaker. 

This  joint  committee  represents  the  Legislature  of  the  State 
in  activity  during  the  interval  between  sessions,  and  it  seems  to 
us  that  they  very  wisely  pay  this  token  of  respect  to  the  memory 
of  this  distinguished  legislator. 

ME.  PEENTIOE:  Mr.  Ohairman:  Although  it  has  for  somo 
time  been  feared  and  almost  expected,  the  death  of  Speaker  Mxon 
is  a  profound  shock  to  me.  By  those  who  have  known  him  in. 
the  Legislature  he  was  universally  loved  and  liked.  I  have  often 
wondered,  as  I  have  seen  his  course  there,  at  his  uniform  kindnes? 
and  absolute  fairness  and  impartiality  to  every  member  of  the 
Legislature,  whether  Democrat  or  Eepublican.  I  think  no  onp 
touched  him  who  did  not  feel  that,  and  I  think  no  matter  whether 
he  granted  any  request  or  whether  he  had,  in  his  judgment,  to  re- 
fuse it,  that  the  man  who  asked  it  of  him  went  from  him  feeling 
that  he  had  been  treated  with  absolute  fairness  and  that  Speaker 
Xixon  had  done  all  that  in  his  judgment  he  thought  he  should  do. 
And  during  my  service  in  the  Legislature,  no  man  has  been  a 
stronger  character  and  wielded  more  influence  in  Albany  than 
Speaker  ISTixon,  partly  because  of  the  loyalty  and  devotion  of  tha 
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members  of  the  Legislature  to  him  and  their  unbounded  confi- 
dence in  his  judgment,  and  partly  because  of  the  strong  character 
of  the  man. 

To  no  one  in  the  Legislature  should  greater  credit  be  given  for 
the  good  things  that  have  been  done  in  his  time,  and  for  the  un- 
wise things  that  have  been  prevented. 

The  death  of  Speaker  Mxon  is  an  extremely  great  loss  to  thft 
Legislature  and  to  the  people  of  this  State. 

MR  TULLY:  Mr.  Chairman,  it  seems  doubly  sad  that  the 
Speaker  should  be  taken  away  at  the  early  age  of  45  years.  Al- 
though he  had  been,  as  the  Chairman  has  stated,  for  seventeep 
years  in  the  Legislature,  he  was  yet  in  the  prime  of  life  and  in 
the  very  vigor  of  manhood.  Those  of  us  who  knew  him  well 
were  perfectly  certain  that  he  was  destined  to  win  a  very  high 
place  in  public  life  in  this  country  had  he  been  spared.  He  had 
marvellous  qualities  of  leadership  and  of  control  over  men.  No 
presiding  officer  in  Albany  for  a  generation,  either  in  the  Senate 
or  in  the  Assembly,  kept  the  members  of  the  Legislature  so  well 
in  hand  for  perfectly  proper  things  as  Mr.  Nixon. 

In  a  narrow  sense  his  death  is  a  great  loss  to  the  Republican 
party. 

In  these  days  when  elements  and  factions  grow  up  in  the  parties 
there  are  at  times  men  who  seem  to  be  able  at  least  to  hold  the 
party  together  at  the  crucial  moment.  And  that  was  true  of  Mr- 
Nixon  as  it  was  of  no  other  man  in  my  generation  at  least.  He 
was  beloved  of  every  faction  of  the  Republican  party.  He  was  » 
strong  partisan,  but  never  a  bigot.  And  I  am  perfectly  sure  that 
his  death  will  come  as  a  personal  sorrow  not  only  to  the  members 
of  his  own  party,  but  as  a  very  great  sorrow  to  those  of  the 
opposite  party  who  served  in  the  Legislature  wth  him. 

At  home  he  was  a  marvelously  popular  man.  It  is  a  curious 
thing  that  during  almost  all  the  time  he  was  in  the  Legislature 
he  was  also  a  member  of,  and  for  fourteen  years  Chairman  of 
the  Board  of  Supervisors  of  his  home  county.  He  was  re-elected 
chairman  while  he  was  on  his  death  bed. 

No  man  in  Chautauqua  County  fills  so  great  a  place  in  tho 
hearts  of  the  people  as  the  Speaker.  His  death  is  indeed  a  very 
serious  loss  to  the  whole  State,  and  it  comes  as  a  very  acute 
sorrow  to  those  of  us  who  knew  him  so  well. 

MR.  RIORDAN:  Mr.  Chairman,  representing  on  this  occasion 
not  only  the  minority  of  the  Committee,  but  the  minority  of  both 
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houses  of  As  Legi&la/tiTre,  I  mm^e-  itiait  as  :a  msixk  of  respeet  to  tiip 
memiory  of  oiur  friend  and  colleague,  iliie  Hon.  S.  Fred  Mxon. 
that  the  Committee  do  now  adjourn  until  Tuesday,  at  10. SO  A.  M- 

THE  CHAIRMAN':  I?ie  resolution  is  unanimously  adopted. 

The  sergeant  at  arms  and  the  attendants  of  the  Committee  •will 
hold  themselves  subject  to  the  direction  of  the  counsel  during  .the 
interim. 

The  Committee  now  stands  adjourned  until  Tpqsda^  morninp- 
next  at  10.30  o'clock. 


COUNCIL  CHAMBER, 

City  Hall,  New  Yoek  City. 

October  17,  1905. 

The  Committee  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

THE  CHAIEMAlSr :  Those  occupying  the  first  two  rows  of 
chairs  who  are  not  witnesses  or  counsel  for  the  insurance  com- 
panies will  vacate  the  chairs,  please.  Those  two  rows  of  chairs  are 
reserved  for  witnesses  and  counsel. 

ME.  McKEEN :  Mr.  Chairman,  in  view  of  a  statement  at  the 
last  hearing,  embodied  in  a  statement  by  Mr.  Beck  as  to  the  com- 
parative volume  of  the  assets  of  the  Mutual  life  Insurance  Com- 
ijany  and  the  three  great  banks  of  Europe,  it  occurred  to  us  to  put 
lipon  the  record  the  actual  figures  as  a  correction  of  the  inference 
that  would  be  apparently  drawn  from  Mr.  Beck's  statement,  and 
figures  which  seem  to  us  to  have  bearing  upon  one  of  the  ques- 
tions before  this  committee.  The  statement  made  by  Mr.  Beck 
in  substance  was  corroborated  by  the  witnesses  upon  the  stand, 
that  the  assets  of  the  Mutual  Life  Insurance  Company-- exceeded 
the  assets  of  the  Bank  of  England,  the  Bank  of  Fran.^e  and  the 
Bank  of  Germany  combined.  We  have  ascertained  the  latest  re- 
ported assets  of  those  three  institutions,  and  also  by  cable  have 
procured  the  statement  as  to  the  salaries  paid  to  two  of  the  chief 
officials.  Subject  to  further  verification,  but  with  the  assertion 
that  T-ery  great  care  has  been  taken  to  verify  the  figures,  I  will 
read  them: 

The  assets  of  the  Bank  of  France  at  the  latter  part  of  August, 
of  this'  year,  transmuted  into  American  currency,  were  $1,222,- 
075,000. 

The  assets  of  the  Bank  of  England  were  in  the  issue  depart- 
ment $266,598,225  and  in  the  banking  department  $364,956,500. 

The  assets  of  the  Imperial  Bank  of  Germany  were  $472,945,- 
000.    The  total  assets  of  the  three  banks  being  $2,226,574,725. 

The  Mutual  Life's  assets  as  of  December  31,  1904,  were  $440,- 
978,371. 

It  will  therefore  be  perceived  that  instead  of  the  assets  of  the 
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Mutual  life  being  greater  ttan  those  of  these  three  institutions 
combined,  the  excess  assets  of  those  three  institutions  over  the 
assets  of  the  Mutual  life  was  $1,785,596,354.. 

It  appears  by  information  cabled  to  us  that  the  salary  paid  to 
the  president  of  the  Imperial  Bank  of  Germany  is  $30,000;  the 
salary  paid  to  the  chief  governor  of  the  Bank  of  England  is  2,000 
pounds,  about  $10,000.  We  have  been  unable  to  ascertain  the 
salary  of  the  Bank  of  France.     , 

MR.  BECK:  Mr.  Chairman,  I  think  it  vi^ould  be  far  more  sat- 
isfactory if  opportunity  were  given  to  Its  to  see  these  telegrams 
and  to  learn  from  whom  they  come  and  upon  what  authority  the 
statements  are  made. 

THE  CHAIEMAIST:  Mr.  Beck,  that  is  a  matter  for  confer- 
ence with  our  counsel  and  not  for  discussion  with  the  Committee. 
I  have  no  doubt  they  will  exhibit  to  you  any  data  they  have  on 
the  subject.    Let  us  not  waste  time  about  it  at  least. 

MR.  BECK:  May  I  just  say  one  thing,  Mr.  Chairman,  at 
least.  Unintentionally  I  misled  the  witness  on  the  stand,  and  to 
some  extent  the  Committee.  What  I  had  in  mind  and  in  my  haste 
failed  to  state  was  that  the  assets  of  the  Mutual  Life  exceeded 
the  capital  of  the  three  institutions  combined.  If  Mr.  McKeen 
will  be  good  enough  to  state  to  the  Committee  the  capital  of  those 
three  great  institutions,  I  think  he  will  find  that  statement,  as 
amended,  will  accord  with  the  facts. 

THE  CHAIRMAN:  You  and  Mr.  McKeen  fix  that  privately 
and  let  us  not  waste  time  publicly. 

MR.  HUGHES :  As  the  Mutual  Life  has  no  capital,  I  suppose 
it  can  hardly  be  compared  with  the  capital  of  any  institution. 

MR.  BECK :  That  is  a  perversion  of  what  I  said,  Mr.  Hughes, 
and  it  is  not  much  worthy  of  you. 

MR.  HUGHES :  I  am  sorry  you  take  it  so.  I  thought  it  was 
a  fact.    Will  you  take  the  stand,  Mr.  McCurdy  ? 

THE  CHAIRMAN:  Mr.  Hughes,  just  a  minute.  The  ser- 
geant-at-arms  will  keep  this  space  back  of  counsel  clear  and  also 
a  passageway  down  this  side  of  the  chamber.  There  must  be  a. 
passageway  maintained  there  for  witnesses  and  people  who  must 
go  to  and  fro. 
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EIOHAED  A.  McOUEDT,  recalled,  testified  as  follows: 

BY  MR.  HUOHES: 

Q.  Mr.  McCurdy,  I  show  you  a  clipping  from  a  magazine. 
Will  you  state  whether  that  was  inserted  hy  your  company  ?  A.  I 
presume  so ;  it  is  apparently  an  advertisement  of  the  Mutual  Life 
Insurance  Company. 

MR.  HUGHES :   I  offer  it  in  evidence. 

(Marked  Exhibit  270  and  read  by  Mr.  Hughes.) 

Q.  Was  this  advertisement  inserted  with  your  approval,  Mr. 
McCurdy  ?     A.  I  never  saw  it  before  in  my  life  that  I  know  of. 

Q.  Have  you  any  knowledge  what  sort  of  circulars  are  issued 
by  your  company  and  advertisements  made?  A.  Sometimes, 
when  I  see  them  in  the  papers,  and  other  times  not. 

Q.  No  more  knowledge  than  the  casual  readers  of  newspapers 
and  magazines  may  have?  A.  I  think  you  are  mixing  up  there 
the  functions  of  the  advertising  department  and  the  actuarial  de- 
partment and  putting  them  on  me. 

Q.  Well,  I  merely  want  to  know  whether  you  know  anything 
about  them.  If  you  don't  you  can  say  so.  A.  As  a  rule,  I  don't 
know  anything  about  it.  I  didn't  sign  the  advertisement,  if  that 
is  what  you  mean.  The  official  title  of  the  present  is  appended 
to  all  sorts  of  advertisements. 

Q.  You  don't  keep  track  of  that  at  all  ?     A.  No. 

Q.  Even  the  general  supervision  ?     A.  No. 

Q.  I  notice  that  this  advertisement  contains  a  coupon  which 
can  be  cut  out  and  mailed,  the  purpose  being,  I  suppose,  to 
elicit  information  which  may  lead  to  the  issuance  of  policies. 
Do  you  know  what  fs  done  with  coupons  of  that  sort  that 
come  to  the  office  of  the  Mutual  Life  in  the  ordinary  routine 
of  business?  A.  That  is  a  very  common  way  of  advertising 
which  all  companies  adopt.  The  object  is,  I  take  it,  to  get 
the  proper  department  of  the  company,  who  has  charge  of 
those  things,  the  agency  department,  I  should  say,  in  relation 
with  persons  who,  by  reading  the  advertisements,  may  become 
interested  in  the  subject  of  life  insurance.  It  is  a  very  common 
way,  and  I  think  nearly  all  the  companies  adopt  that  form,  and 
practically  that  coupon. 

Q.  Do  you  know  what  is  done  with  the  coupons  when  they 
come  to  the  Mutual  Life's  office?    A.  No. 
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Q.  Is  it  a  fact  that  ttey  are  turned  over  to  0.  H.  Raymond 
&  Company?     A.  I  don't  know  anything  about  it. 

Q.  Do  you  know  whether  there  is  any  effort  made  at  the 
home  office  to  deal  with  men  who  apply  direct  through  the 
means  of  coupons  and  issue  insurance  without  paying  com- 
missions ?    A.  I  don't  know  anything  about  it. 

Q.  Have  you  ever  made  any  inquiries  with  reference  to  that 
matter?    A.  Never  had  occasion  to. 

Q.  The  Committee  and  its  counsel  are  in  receipt  of  a  large 
number  of  letters  from  policyholders  of  your  company  with 
reference  to  the  dividends  which  have  been  declared  or  credited, 
and  I  desire  to  call  your  attention  to  two  or  three  of  them 
for  the  purpose  of  eliciting  such  corrections  or  such  comment 
as  you  may  desire  to  make.  The  addresses  of  the  policyholders 
whose  letters  I  shall  read  in  part  are  open  to  you,  as  well  as 
the  original  letters  themselves,  and  those  that  I  shall  refer  to 
are  within  the  City  of  New  York,  so  that  the  matter  of  verifica- 
tion can  be  easily  made  and  attended  to. 

The  first  one  is  under  date  of  October,  1905.  The  part  of 
the  letter  I  shall  read  is  as  follows: 

"  This  policy  was  taken  out  in  1865  on  the  ten-payment  life 
plan  for  three  thousand  dollars,  when  I  was  thirty-eight  years 
of  age.  You  will  notice  that  during  the  five  years  immediately 
following  the  payment  of  my  last  premium,  to  wit,  1876,  1877, 
1878,  1879  and  1880,  the  dividends  were  over  fifty  dollars.  The 
dividends,  according  to  the  Mutual's  letter  of  June  5,  must 
have  risen  '  exclusively  from  excess  interest  earned  above  four 
per  cent.,'  and  assuming  this  to  be  true,  although  I  see  no 
reason  why,  as  a  Mutual  Policyholder,  I  should  not  participate 
in  all  the  profits  of  the  company,  I  eajinot  believe  thai  the 
interest  rate  has  declined  sufficiently  to  cut  my  dividends  down 
from  fifty-five  dollars  and  fifty  cents  in  1876  to  thirty-nine 
dollars  in  1881,  and  then  to  twenty  dollars  in  1891,  and  to 
three  dollars  in  1904,  especially  when  the  reserve  of  this  policy 
has  been  increasing  steadily  year  after  year,  which  would,  of 
course,  tend  to  keep  up  the  dividend." 

Enclosed  with  this  is  the  following  statement,  purporting 
to  have  been  furnished  the  policyholder  by  your  company,  of 
the  dividends  credited  by  way  of  addition  upon  the  policy  in 
question.     I  will  read  the  date  and  the  amount  of  the  addition: 
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1866  $97 . 86 

1867 .  124.08 

1868 ,. .  127 .  20 

1869  126 . 89 

1870 Illegible 

1871  115.78 

1872 94.95 

1872 160.79 

1873 173 .  09 

1874 95.36 

1875 110.15 

1876 55 .  50 

1877 54.35 

1878 "54.00 

1879 54.00 

1880 52.00 

1881 39.00 

1882 39.00 

1883 40.00 

1884 40.00 

1885 40.00 

1886 33.00 

1887 33.00 

1888 27.00 

1889 27.00 

1890 21.00 

1891 20.00 

1892 21 .  00 

1893 21.00 

1894 13.00 

1895 13.00 

1896 13.00 

1897 13.00 

1898 11.00 

1899 9.00 

1900 9.00 

1901 9.00 

1902 9.00 

1^03 9.00 

1904 3.00 
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Q.  Before  dealing  directly  with  the  question  of  the  dividends 
credited  in  the  last  few  years,  it  would  be  proper  to  call  your 
attention  to  the  distinction  between  a  case  where  dividends  are 
credited  while  premiums  are  being  paid  upon  a  policy,  and  divi- 
dends that  are  credited  after  the  policrjr  has  been  paid  up.  Dur- 
ing the  period  in  which  premiums  are  being  paid,  I  presume  you 
recognize  the  fact  that  whatever  dividends  are  credited  are  due 
to  gains  which  are  because  of  the  calculation  or  the  necessities  of 
the  company,  upon  the  basis  of  its  calculations,  somewhat  less 
actually  than  they  were  estimated  to  be,  is  that  so  ?  A.  I  want  to 
make  one  general  remark,  if  you  will  allow  me,  Mr.  Hughes, 
and  that  is,  when  you  come  to  these  abstruse  calculations  of  divi- 
dends, and  so  on,  you  have  got  the  wrong  witness.  You  ought  to 
call,  in  feimess  to  me  and  the  company,  the  actuary  of  the  com- 
pany, who  can  answer  you  readily,  whose  mind  is  stored  with  all 
these  facts  and  figures  and  arguments  that  you  precipitate  upon 
me,  entirely  unprepared,  and  if  I  may  be  allowed  to  say  so,  with 
due  respect",  I  think  it  is  taking  an  unfair  advantage.  If,  for  in- 
stance, take  this  very  case — although  I  should  not  profess  to  be 
the  expert  on  such  questions  as  that,  that  the  actuary  of  the  com- 
pany is, — take  this  very  case.  If  you  had  been  good  enough  to 
let  me  know  a  day  before  the  nature  of  the  investigation,  the  line 
of  the  investigation  you  were  going  to  follow,  and  what  I  might 
be  expected  to  answer,  I  should  have  been  very  glad  indeed  to 
have  prepared  myself  to  answer  you  as  well  as  I  could.  But 
witnesses  are  brought  here  vnthout  any  knowledge  of  the  line  of 
examination  that  is  to  be  followed,  and  they  are  taken  entirely 
unprepared,  and  I  must  say  that  I  do  not  think  it  is  fair  treat- 
ment. On  the  other  hand,  if  the  Committee  will  pardon  me  for 
stating,  and  will  allow  me  to  state  my  views  on  the  subject,  I 
think  the  whole  course  of  this  investigation,  as  it  is  called,  is 
entirely  outside  of  what  was  in  contemplation  of  the  Legislature 
when  the  Committee  was  constituted.  It  was  an  investigation 
into  the  conditions  of  life  insurance,  and  not  what- it  is  commonly 
called  in  the  newspapers,  an  inquisition.  And  Mr.  Hughes,  him- 
self, with  all  due  respect,^  has  been  generally  designated  the  Chief 
Inquisitor.  Now,  I  say  that  has  a  mediaeval  sound,  and  not 
entirely  in  accordance  with  the  ideas  of  the  present  day,  exactly, 
and  to  make  this  an  inquisition,  in  which,  as  has  been  advertised 
in  all  the  papers,  witnesses  are  to  be  put  upon  the  rack,  and  all 
that  sort  of  thing,  is  entirely  a  different  conception  of  the  func- 
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tions  of  this  examination,  from  wliat  I  believe  the  Legislature 
contemplated  when  they  established  the  Committee  or  instituted 
a  committee  to  look  into  the  conditions  of  life  insurance  with  re- 
gard to  future  legislation. 

Q.  This  is,  indeed,  an  inquisition,  Mr.  McCurdy,  in  the  very 
true  sense  that  it  is  an  inquiry  after  facts  which  this  Committee 
and  its  counsel  propose  to  get.    A.  All  right. 

Q.  Now,  we  shall  have  occasion  to  call  your  actuary,  and  it 
would  only  be  proper  that  questions  involving  any  mathematical 
calculations,  and  which  are  technical  and  abstruse,  if  any  such 
were  put,  should  be  put  to  the  actuary  of  the  company;  but  joxi 
have  been  some  forty  years  with  this  insurance  company;  you  are 
the  president  of  the  company,  and  you  get  for  your  responsibilities ' 
ocae  hundred  and  fifty  thousand  dollars  a  year.  I  want  to  know 
what  you  know  about  the  business  of  the  company.  A.  You  are 
trying  to  prove  me  a  fool. 

Q.  Without  commenting  upon  that,  which  obviously  requires 
no  comment,  Mr.  McCurdy,  I  want  to  ask  you  to  tell  me,  not  in 
great  detail,  or  with  reference  to  anything  abstruse,  but  in  the 
most  general  manner,  some  of  the  considerations  which  are  appli- 
cable to  the  course  of  the  business  of  your  company.  I  think  that 
is  a  proper  line  of  inquiry,  and  I  must  ask  you  to  answer  my  ques- 
tions as  best  you  can.  ISTow,  in  the  first  place,  during  the  time 
that  the  policy,  that  premiums  are  being  paid  upon  a  policy,  you 
recognize  the  fact,  do  you  not,  that  the  premiums  so  paid  are  cal- 
culated with  reference  to  a  supposed  rate  of  mortality,  a  supposed 
rate  of  insurance  which  the  company  will  earn,  and  also  with 
reference  to  the  estimate  of  the  amount  which  will  be  needed  to 
meet  the  liabilities  of  the  company.  Is  not  that  so  ?  A.  I  refer 
you  to  the  actuary. 

Q.  Tou  do  not  know  as  to  that?    A.  I  refer  you  to  the  actuary. 

Q.  Suppose,  for  example,  that  I  asked  you  whether  you  would 
recognize  this  to  be  a  correct  statement  (reading) : 

"The  life  insurance  company  in  calculating  the  rates  of  pre- 
miums which  it  must  charge  in  order  to  be  perfectly  sure  of  carry- 
ing out  all  of  its  contracts,  necessarily  makes  certain  assumptions 
for  the  future.  These  assumptions  are  of  three  kinds;  first,  it  must 
assum.e  a  rate  of  mortality  to  be  expected  among  its  insured  lives; 
second,  it  must  assume  a  rate  of  interest  which  it  may  expect  to 
realize  upon  its  investments  for  a  Icrig  period  of  years  to  come,  and 
third,  it  must  assume  a  rate  of  expense  upon  the  j)remium  to  cover 
the  cost  of  administration,  taxes  and  all  expenses,  of  every  ki»d," 
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Is  that  a  fair  statement?    A.  What  are  you  reading  from,  if  I  ma,y 
ask. 

Q.  I  am  reading  from  a  paper  prepared  by  an  eminent  actuary-, 
Mr.  Weeks,  of  the  New  York  Life.  Would  y©u  recognize  that  as. 
a  proper  statement?  A.  My  answer  to  that  is  the  same  as  the  oAer. 
In  any  criticism  of  a  technical 

Q.  This  is  not  a  matter  of  criticism,  it  is  merely  to  get  at  the 
general  course  of  your  business.     A.  In  any  comment  or  ©xplana- 
tiooa  upou  a  paper  prepared  by  the  actuary  of  any  company,  I 
should  refer  you  to  the  actuary  of  my  company  as  the  proper  per 
son  to  comment  upon  it,  and  not  myself. 

Q.  My  object  in  asking  these  questions  was  to  give  you  the  op- 
portunity of  saying,  which  I  thought  you  would  be  glad  to  avail 
yourself  of,  thaj.  the  marked  difference  between  the  dividends  cred- 
ited during  the  time  that  premiums  are  paid  and  the  much  smaller 
dividends  that  are  credited  after  the  payments  have  ceased  is  due 
to  the  fact  that  there  is  no  longer  an  opportunity  for  a  return,  of 
what  in  effect  was  an  overcharge.  Now,  is  not  that  so?  A.  That 
was  your  object,  was  it? 

Q.  Yes,,  and  is  it  not  fair  to  your  compauy  that  that  should  ap- 
pear? A.  If  I  may  say  it,  without  disrespect,  I  am  somewhat 
doubtful  about  your  obj.ects,  and  I  decline  to  discuss  them  in  any 
case. 

Q.  They  are  not  the  subject  of  examination.  Is  that  a  fair 
statement  of  the  matter?  A.  I  would  prefer  to  say  nothing  aboiit 
it  and  decline  to  enter  into  any  discussion  of  those  subjects  which, 
as  I  said  before,  are  proper  subjects  of  discussion  with  the  techni- 
cal experts  of  the  company. 

Q.  Well,  tell,  Mr.  McCurdy,  if  you  know,  why  it  is  that  with 
all  your  boasted  increase  of  assets  and  increase  of  new  business, 
your  dividends  on  this  policy  last  year  were  $3,  and  when  your 
administration  began  were  over  $50.  Do  you  know?  A.  Prob- 
ably yes.    In  the  first  place,  I  do  not  admit  the  facts, 

BY  MR.  ROGERS: 

Q.  Do  you  deny  the  fact?    A.  Probably,  yes. 

Q.  Well,  do  you  deny  it?  A.  How  do  I  know  what  those  fig- 
ures that  that  man  states  in  that  letter  are?  How  do  I  know 
whether  they  are  true  or  not?  He  states  them.  If  Mr.  Hughes 
will  kindly  give  me  a  copy  of  that  letter,  I  will  have  that  veri- 
fied at  the  office  by  the  actuary  of  the  company  and  then  I  will 
have  a  proper  explanation  given.     The  probability  in  re^E^ard  to 
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that,  although,  as  I  say,  I  decline  to  enter  into  any  discussion 
of  that  kind  —  the  probability  though  is  that  that  man  had.  what 
we  call  a  reduced-rate  policy,  which,  following  some  years  ago, 
an  attempt  to  reduce  the  rates  of  the  company,  a  rebate,  as  it  was 
then  called,  was  offered  to  the  policyholders  of  30  per  cent,  upon 
their  first  premiums,  and  that  met  with  such  opposition-,  mainly 
fi-om  other  companies,  that  the  matter  was  finally  compromised  by 
issuing  a  class  of  policy  on  which  the  premiums  were  reduced  15 
per  cent,  in  perpetuity,  and  the  opportunity  was  offered  to  all 
the  existing  policyholders  of  the  company  to  accept  that  re- 
duction of  premium.  Many  of  them  did  so,  and  every  one  of 
those  men  who  accepted  that  has  been  getting  by  reduction  of 
his  premium  15  per  cent,  reduction  ever  since  in  addition  to  the 
amount  which  he  has  received  annually,  if  it  be  an  annual  divi- 
dend policy,  ever  since. 

BY  MK.  HUGHES: 

Q.  When  was  this,  did  you  say?  A.  Oh,  a  good  many  years 
ago. 

Q.  How  long  ago,  about?  A.  Well,  I  should  think  just  before 
I  became  president. 

Q.  !N"ow,  I  call  your  attention  to  a  policy A.  If  you  will 

allow  me  to  finish  my  remarks,  I  say 

Q.  Certainly.  A.  Judging  from  the  record  he  gives  of  his 
dividends,  that  is  probably  one  of  those  reduced  rate  policies  and 
bears  no  relation  to  the  dividends  of  the  company  declared  upon 
policies  which  have  been  issued  since  then  and  have  paid  the 
regular  rates  since  the  rates  were  again  restored.  After  trying 
that  reduced  rate  system  for  a  while  it  was  found  unsatisfactory, 
and  mainly  for  that  reason,  that  people  forgot  all  about  the  fact 
that  they  were  already  getting  in  advance  a  dividend  of  15  pe- 
cent,  which,  with  interest  added,  and  ?o  on  was  somethina;  more 
than  15  per  cent,  and  became  dissatisfied  with  their  policies,  so 
we  abandoned  that  and  restored  practically  the  former  rates.  But 
with  that  explanation  and  with  the  remark  that  if  you  will  Q:ive 
me  a  copy  of  that  letter,  I  shall  be  very  happy  to  have  the  facts 
looked  into  and  see  whether  the  man  understands  what  he  is  writ- 
ing about  and  whether  the  facts  are  as  stated  —  T  do  not  know  that 
thev  are  so  at  all 

0.  Yes.  and  I  will  also  furnish  you  with  whnt  T  under,=ttind 
to  be  copies  of  letters  written  bv  your  company,  this  matter  hav- 
ing been  a  subject  of  correspondence  with  your  company,  as  I  am 
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advised,  for  some  time.  Now,  I  stated  in  my  original  question 
that  this  was  a  case  of  a  ten  payment  life  policy  taken  out  in  1865 
and  paid  up  in  1875,  and  I  call  your  attention  to  the  fact  that  after 
it  became  paid  up  and  the  following  year  the  'dividends  credited 
was  $55.50  and  that  through  the  period  of  your  administration, 
and  during  the  time  that  the  business  had  so  marvellously  in- 
creased, as  its  assets  have  so  greatly  increased,  the  dividends 
credited  upon  this  policy  have  continually  diminished.  Do  you 
know  why  that  is  ?  A.  I  beg  your  pardon,  for  in  consequence  of 
the  letter  and  the  repetition  of  so  many  figures,  I  have  forgotten 
that  you  said  it  was  a  paid  up  policy.  But  I  say,  as  I  said  before, 
that  if  yon  want  to  discuss  the  question  of  dividends,  and  all  that 
sort  of  thing,  you  have  got  to  go  to  the  actuary  of  the  company. 

Q.  Do  you  not  know  that  it  has  been  the  claim  of  your  com- 
pany that  the  excess  interest  which  it  has  earned  in  recent  years 
has  been  falling  off  so  that  dividends  could  not  be  paid  at  the  same 
rate  or  declared  or  credited  to  the  same  amount  as  in' former 
years?  A.  I  decline  to  go  into  any  such  discussion  at  this  time 
and  place. 

Q.  The  reason  I  take  it  up  with  you,  Mr.  McCurdy,  instead  of 
calling  at  once  for  the  actuary,  is  that  you  have  seen  fit  to  present 
here  a  great  many  figures  in  connection  with  the  fact  that  your 
salary  has  been  largely  increased,  figures  which  tend  to  show  the 
great  prosperity  of  this  company,  indicated  in  many  ways;  its 
growth  in  assets  and  its  growth  in  business;  I  want  to  know 
whether  you  know  that  the  prosperity  of  the  company  has  been 
indicated  or  the  reverse  has  been  indicated  in  the  amount  of  in- 
terest that  has  been  earned  and  the  amount  of  dividends  which  it 
has  been  able  to  credit  upon  its  policies?  A.  I  believe  that  every 
one  of  the  facts  and  figures  submitted  by  Mr.  Beck  are  accurate. 
I  believe  that  the  company's  prosperity  is  greater  now  than  it  ever 
has  been.  But  beyond  that,  I  respectfully  reassert  that  I  decline 
to  enter  into  any  of  that  kind  of  calculation,  for  your  best  wit- 
ness is  the  actuary  of  the  company,  and  he  is  the  most  competent 
to  deal  with  it. 

Q.  It  is  a  fact  that  the  gains  from  excess  of  interest  which  were 
applicable  to  paid  up  policies  were  one-third  in  1904  of  what  they 
Iiad  been  in  1903  ?  A.  Probably  not,  but  I  decline  to  discuss  the 
question. 

Q.  Why  do  you  say  probably  not.  I  do  not  want  a  discussion, 
I  wgnt  a  fact.     If  you  say  you  do  not  know,  we  shall  accept  that 
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statement?  A.  Very  well,  then,  I  witlidraw  the  word  probably 
and  I  say  I  decline  to  discuss  it. 

Q.  Do  you  know  ?    A.  I  decline  to  discuss  it. 

Q.  Do  you  decline  to  answer?  A.  I  decline  to  discuss  that 
question  when  I  proffer  you  a  witness  whose  business  is  to  discuss 
just  that  very  kind  of  question. 

Q.  Well,  I  will  read  you  another  letter  from  a  New  York 
policyholder  which  will  also  be  subject  to  your  examination  for 
purpose  of  correction  or  criticism  in  any  manner. 

It  is  under  date  of  October  6,  1905 : 

"  I  beg  to  call  your  attention  to  the  small  dividends  which  the 
Mutual  Life  Insurance  Company  of  New  York  allow  their  policy- 
holders. These  figures  would  indicate  that  policyholders  are  not 
receiving  the  full  share  of  profits  due  them,  and  I  trust  you  may 
consider  the  subject  of  sufficient  importance  to  deserve  a  thorough 
investigation. 

I  am  the  holder  of  life  policy  103,592  for  five  thousand  dollars, 
dated  October  30,  1869,  subject  to  forty  semi-annual  premiums 
of  $77.05  which  extended  to  April  30,  1889.  I  paid  all  premiums 
promptly,  and  allowed  the  dividends  to  accumulate.  For  these 
dividends,  the  policy  has  been  credited  additional  insurance,  pay- 
able at  death,  with  the  original  amount  insured,  as  per  memoran- 
dum attached.  You  will  notice  a  very  material  reduction  in  recent 
years.    The  memorandum  attached  is  as  follows : 

Dividends  turned  into  additional  insurance,  credited  to 
policy  103,592,  of  the  Mutual  Life  Insurance  Company  of  JSTew 
York: 

January  1,  1870 $38 .  68 

"  1871 107.70 

"  1872 112.48 

October  30,  1872 149.96 

"  1873 125.09 

«  1874 105.48 

"  1875 125.07 

«  1876 125.25 

«  1877 125.29 

«  1878 131.00 

«  1879 '. 132.00 

«  1880 134.00 

«  1881 127.00 

«  1882.: 129.00 
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October  30,  ISSS $133 .  00 

"             1884 136.00 

"             1885 139.00  ' 

"             1886 124.00 

"             1887 126.00 

"             1888 108.00 

"             1889 110.00 

It  is  to  be  noted  that  the  policy  became  paid  mp  in  1889.  After 
that  the  dividends  credited  are  stated  to  be  as  follows: 

October  30,  1890 $49.00 

1891 49.00 

"             1892 50.00 

"             1893 50.00 

"             1894 30.00 

"             1895 31.00 

"             1896 31.00 

"             1897 31.00 

"              1898 26.00 

"             1899 21.00 

"             1900 21.00 

"             1901 21.00 

"             1902 21.00 

"             1903 22.00 

"             1904 '7.00 

Have  you  any  statement  in  answer  to  that  letter?  A.  The 
same  as  I  said  before,  sir. 

Q.  Do  you  know  any  reason  why  the  dividends  should  have 
been  seven  dollars  in  1904  and  twenty-two  dollars  in  1903?  A. 
Probably  because  the  time  when,  according  to  the  tables,  we  are 
expected  to  pay  that  policy,  was  a  very  short  one.  However,  as 
I  said  before 

THE  CHAIEMAN :     I  don't  get  that  answer. 

ME.  HUGHES.     I  did  not  understand  it. 

(Answer  read  by  the  stenogapher.) 

Q.  What  has  that  to  do  with  it  ?  A.  That  has  a  great  deal  to 
do  with  it. 

Q.  Explain  how?  A.  Mr.  Hughes,  I  will  not  be  drawn  into 
this  discus'sion  at  all.     I  proffer  you  a  very  capable  witness,  a  gen- 
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tlemati  wlio  has  been  the  acttiary  of  this  company  for  a  great 
many  years,  who  I  think  has  the  vety  distinguished  honor  of  being 
the  only  fellow  of  the  Institute  of  Actuaries  of  Great  Britain, 
and  I  tender  his  services  to  yoii  in  answer  to  all  these  questions. 

Q.  We  expect  to  examine  him,  but  we  are  now  examining  you. 
A.  Very  well. 

Q.  And  you  are  the  president  of  the  company  ?     A.   So  I  am. 

Q.  And  I  want  to  know  if  you  know  any  reason  why  there 
should  be  this  gradual  reduction  of  dividends  1  A.  You  have  the 
advantage  of  getting  that  letter  on  record  and  I  decline  to  discuss 
it 

BY  THE  CHAIRMAN: 

Q.  Mr.  McCurdy,  what  relation  does  the  maturity  of  a  policy 
bear  to  its  earning  power,  to  the  amount  of  its  dividends  ?  Why 
should  they  be  less  as  it  nears  maturity?  A.  Mr.  Chairman,  I 
want  to  treat  the  Committee  and  yourself  with  the  utmost  respect, 
but  I  claim,  as  I  have  said  before,  that  I  am  neither  the  cashier, 
nor  the  treasurer,  nor  the  actuary  of  this  company.  There  are 
other  persons  who  are  especially  designated  by  the  Board  of  Trus- 
tees to  fill  those  positions. 

THE  OHAIEMAN:  If  you  will  pardon  me,  your  reply  to 
a  former  question  was  that  probably  this  diminution  in  dividends 
was  because  of  the  near  approach  of  the  maturity  of  the  policy, 
and  that  is  unintelligible  on  the  record  to  us,  unless  you  explain  it. 

A.  Very  well,  I  say,  as  I  said  before,  there  is  competent  au- 
thority who  will  explain  that  answer  to  the  satisfaction  of  the 
Committee,  and  if  I  begin  on  that  —  probably  it  was  an  error  of 
judgment  to  have  made  Idiat  much  —  if  I  begin  on  that  thing  I 
shall  be  led  into  a  wilderness  of  questioning  and  cross-questioning 
that  I  am  not  the  proper  ofiicer  to  be  submitted  to. 

THE  CHAIRMAN:  Mr.  McCurdy,  this  Committee  is  here  not 
to  lead  you  into  a  wilderness  of  cross-questioning,  but  I  think  you 
hardly  apprehend  the  true  position  of  the  Committee  and  its  coun- 
sel. We  are  here  to  recommend  proper  legislation  in  this  matter, 
and  unless  you  gentlemen  who  have  been  all  your  lives  gathering 
this  information  give  it  to  this  Committee  to  the  best  of  your 
ability  how  can  we  get  it  ?  A.  I  am  going  to  give  it  to  you  by  the 
best  and  most  competent  witness  you  can  summon.  The  actuary 
of  the  company  is  the  proper  one  to  answer  these  questions. 
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Q.  Well,  if  the  Committee  prefers  your  knowledge,  and  yonr 
judgment,  based  on  your  experience,  you  mean  you  prefer  not  to 
give  that  ?  A.  If  it  is  a  matter  of  preference,-  I  have  my  own 
preferences  too.  If  it  is  only  a  matter  of  preference  on  the  part 
of  the  Committee,  with  due  respect,  my  preference  is  to  adhere  to 
the  position  I  have  taken. 

THE  CHAIEMAIST:    Go  right  ahead,  Mr.  Hughes. 

BY  MR.  HUGHES: 

Q.  I  will  put  once  more  the  question,  whether  the  Mutual  Life 
have  not  explained  the  decrease  in  dividends  credited  upon  paid  up 
policies  upon  the  ground  that  the  excess  of  interest  earned  by  the 
Mutual  Life  out  of  which  the  credits  would  come,  has  been  less 
in  recent  years  than  formerly?  A.  Whatever  ofEcial  utterances 
the  Mutual  Life  Insurance  Company  make  and  have  made,  can 
be  proved  by  their  production  and  putting  them  on  the  record  and 
not  by  my  oral  evidence  with  regard  to  things  that  I  may  not 
recollect 

Q.  It  would  be  pertinent  to  inqiiire  whether  the  returns  ob- 
tained by  the  Mutual  Life  investments  were  at  such  a  reduced  rate 
as  to  force  it  to  reduce  such  dividends,  whether  it  was  proper  for 
the  Mutual  Life  to  increase  the  salaries  of  its  executive  officers, 
and  with  that  suggestion,  I  would  like  to  know  what  you  have 
to  say  to  the  point?  A.  You  may  think  it  is  pertinent  to  make  that 
inquiry,  but  I  don't  choose  to  discuss  it. 

Q.  Well,  whether  you  think  it  is  pertinent  or  not,  have  you  any- 
thing to  say  on  that  phase  of  it?  A.  I  have  merely  to  say  that 
when  my  salary  was  introduced  here  in  this  discussion  I  declined 
to  discuss  it  in  a  self-commendatory  way.  I  don't  care  to.  I  haye 
not  fixed  my  salary.  I  have  never  been  over  fond  of  self  adver- 
tisement, and  I  am  not  here  to  justify  my  salary.  Other  people 
fixed  that. 

Q.  ,If  you  were  determining  without  reference  to  any  matter 
of  personal  interest,  what  the  salary  of  the  president  of  your  com- 
pany should  be,  would  you  think  it  proper  to  take  into  considera- 
tion the  diminishing  returns  from  investments  and  the  consequent 
diminution  in  the  dividends  paid  upon  policies?  A.  I  am  not 
considering  any  such  condition  or  proposition. 

THE  CHAIRMAlSr:  The  question  was,  Mr.  McCurdy,  whether 
you  think  it  proper  to  consider  it,  not  whether  you  are  considering 
it. 
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A.  I  don' t  see  how  you  are  going  to  —  I  don't  see  how  you 
are  going  to  cross-question  a  man  upon  his  own  inmost  thoughts, 
that  you  can  prove. 

BY  ME.  HUGHES: 

Q.  Not  unless  he  is  willing  frankly  to  reveal  them.  A.  Yery 
well. 

BY  THE  CHAIRMAIST: 

Q.  And  not  while  he  reserves  the  privilege  of  submitting  to  the 
Committee  so  much  or  so  little  as  he  chooses,  as  he  prefers  ?  A. 
Isn't  that  the  nature  of  the — ■ 

Q.  That  isn't  the  way  to  solve  this  situation  that  we  have  got 
before  us,  Mr.  McCurdy.     A.  It  is  not  what? 

Q.  That  is  not  the  way  to  solve  this  situation  that  we  have  got 
before  us  in  my  opinion,  although  in  your  opinion  it  seems  to  be. 
A.  Well,  in  my  opinion  this  investigation  is  quite  different  from 
a  trial.  There  are  no  issues  framed  here,  there  are  no  allegations 
except  of  a  very  vagiie  character,  that  I  am  aware  of,  such  as  con- 
tained in  these  letters.  I  am  answering  somewhat  at  random  to 
draw  my  opinions  out,  anyway.  Witnesses  are  subpoenaed  here 
by  the  counsel  for  the  Committee,  he  produces  them  as  his  wit- 
nesses, when  he  immediately  proceeds  to  impeach  their  testimony. 
If  I  never  knew  any,  if  that  is  trying  anything  here  according  to 
the  rules  of  evidence,  I  have  forgotten  what  little  law  I  ever  did 
know,  which  wasn't  much. 

Q.  Mr.  McCurdy,  I  don't  think  you  will  consider  me  imperti- 
nent, but  might  I  ask  you  how  you  would  conduct  this  investiga- 
tion if  you  were  a  member  of  the  Legislative  Committee,  how 
differently  you  would  do  it  ?  A.  I  don't  know.  I  assume  that  the 
Committee,  of  which  you  have  the  honor  to  be  chairman,  and 
rather  a  worthy  chairman  —  I  assume  they  have  given  this  subject 
very  serious  consideration  and  are  conducting  this  investigation 
in  the  manner  that  seems  to  them  proper.  I  don't  impugn  the 
motives  of  the  Committee  in  the  slightest  degree. 

Q.  But  if  there  is  a  better  way  to  get  at  the  facts  than  we  are 
doing,  we  would  be  very  glad  to  get  even  that  assistance?  A.  Nor 
the  motives  of  counsel.  I  don't  impugn  them  in  the  slightest 
degree.  What  I  would  do  under  circumstances  that  are  not  here 
in  issue  I  don't  know.  I  should  certainly  give  it  very  grave  con- 
sideration, the  way  I  presume  the  Committee  have  given.     At  the 
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same  time,  I  take  the  liberty,  with  your  indulgence,  to  express 
my  feelings  on  the  subject  with  great  candor,  and  I  am  much 
obliged  to  you  for  the  opportunity. 

BY  ME.  TULLY: 

Q.  You  said  a  few  moments  ago,  Mr.  McCurdy,  that  you  did 
not  think  this  Committee  was  conducting  the  investigation  along 
the  lines  that  the  Legislature  laid  down  when  they  originally  ap- 
pointed the  Committee.  Will  you  kindly  give  us  your  idea  of 
the  lines  laid  down  by  the  Legislature  at  the  time  the  Committee 
was  appointed?  A.  I  have  forgotten  the  exact  wording  of  the 
resolution,  but  it  was  to  be  an  investigation  of  the  conditions  of 
life  insurance. 

Q.  The  conditions  and  affairs  of  life  insurance  ?  A.  The  con- 
ditions and  affairs  of  life  insurance. 

Q.  And  quite  as  broad  as  the  English  could  make  that  resolu- 
tion ?  A.  I  don't  think  I  quite  caught  that  expression  of  yours, 
but  at  any  rate  it  seems  to  me  that  is  an  opinion  which  I  have  no 
right  here  to  express,  excepting  by  your  own  courtesy.  It  has 
seemed  to  me  that  the  conduct  of  the  investigation  so-  far  was 
quite  outside  of  what  the  Legislature  probably  contemplated. 

Q.  In  other  words,  that  we  were  perhaps  becoming  too 
thorough  ?  A.  ISTot  at  all ;  not  at  all ;  take  for  instance  now  —  I 
don't  know  as  I  have  any  right  to  argue  with  the  Committee  at 
all  excepting  as  you  are  willing  to  listen  to  me  —  take  the  case 
here  of  a  witness  presented  before  this  Committee.  He  is  not 
permitted  to  know  even  in  advance,  as  I  have  said  before,  what 
the  subject  of  his  evidence  is  to  be ;  you  don't  ask  him,  or  counsel 
does  not  ask  him  in  a  kind  and  considerate  wav,  now  we  want  to 
know  your  opinion  about  thus  and  so  and  we  want  to  know  certain 
facts.  Give  him  time  to  make  the  proper  inquiries  and  ascertain 
the  facts  and  let  him  state  the  things  in  his  own  way.  Then  I 
should  say  —  it  may  be  an  impertinence  even  to  suggest  such  a 
thing  —  that  after  you  have  heard  this  witness  tell  frankly  and 
candidly  all  he  has  got  to  say  about  it,  then  it  would  be  very 
proper  for  this  Committee  to  take  this  up  in  executive  session  and 
discuss  it  and  form  their  own  conclusions  on  the  subject,  whether 
in  justification  of  the  witness's  position  or  not.  But  put  him  on 
the  stand  here  and  swear  him  to  tell  the  truth  and  make  him  feel 
when  he  is  brought  here  that  the  object  is  not  —  make  him  feel 
that,  whether  rightly  or  wrongly  —  probably  wrongly, —   but  to 
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make  him  feel,  as  I  have  said,  that  he  is  put  on  the  rack  and 
that  the  object  is  to  ruin  him,  if  possible,  in  public  estimation, 
and  try  to  distort,  as  in  the  case  of  my  own  testimony  has  been 
the  case,  to  distort  questions  and  answers  and  evidence  and  put  a 
wrong  construction  upon  them,  why  should  the  witness  shut  his 
mouth  up  and  say  just  as  little  as  he  can.  I  don't  say  that  that 
is  my  case.  I  try  to  draw  the  distinction  between  those  things 
which  I  ought  to  say  and  which  I  ought  not  to  say,  and  when  I 
proffer  you,  as  I  say,  on  such  questions  as  these  the  evidence  of  a 
man  who  is  infinitely  my  superior,  and  the  superior,  so  far  as  I 
know  and  believe  —  no,  that  I  won't  say,  because  that  would  be 
discourteous  to  other  gentlemen. 

BY  ME.  COX: 

Q.  What  is  the  salary  of  this  man  you  refer  to?  A.  $35,000. 
BY  MR.  HUGHES: 

Q.  Are  you  through,  Mr.  McCurdy?  A.  Oh,  I  ought  to  have 
finished  a  long  time  ago,  Mr.  Hughes,  and  ask  pardon  for  being 
so  prolix. 

Q.  I  hope  you  won't  think  I  want  to  curtail  your  remarks,  be- 
cause I  don't.  A.  No;  I  am  afraid  I  have  given  you  too  many 
opportunities ;  I  have  given  you  too  much  chance. 

Q.  You  have  now  a  very  excellent  opportunity  to  raise  this  in- 
vestigation to  a  high  plane  and  tell  the  Committee  frankly  and 
candidly  what  you,  as  an  insurance  man  of  48  years'  experience, 
think  of  thesje  declining  dividends,  but  you  decline  to  do  it?  A.  I 
decline  to  go  into  it,  as  I  said  before.  You  can't  budge  me  from 
that. 

Q.  In  order  that  it  may  appear  that  these  matters  to  which  I 
have  referred  are  not  isolated,  I  will  call  your  intention  to  one  or 
two  more.    A.  Go  ahead.    Get  them  in  the  record. 

Q.  Yes,  and  bring  them  to  your  attention.  I  have  here  a  letter 
by  one  of  your  policyholders,  an  eminent  man,  I  believe,  who 
says,  under  date  of  February  80,  1905 :  "  In  February,  1865,  I 
took  out  a  ten-year  policy  of  $6,000  in  the  Mutual  life,  on  which 
I  paid  a  yearly  premium  of  $329.60,  completed  my  payments  in 
February,  18Y5.  The  dividends  or  additions  for  the  first  ten  or 
fifteen  years  were  as  high  as  $90  per  annum,  and  as  far  as  I  can 
remember  not  less  than  $40  to  $50  per  annum.  The  dividends 
afterwards  became  less  and  less,  but  having  been  a  very  busy  man 
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1  paid  no  attention  to  that,  and  kept  no  account  of  them  until  two 
or  three  years  ago,  when  they  dwindled  down  to  an  absurdedly 
low  figure.  Last  February  I  received  notice  that  the  total  addi- 
tions to  my  full  paid-up  policy,  paid  up  in  1875,  amounted  to 
about  $1,760,  and  that  the  addition  for  the  year  ending  February, 
1905,  was  $Y.OO."  Do  you  desire  to  make  any  statement  with 
reference  to  that?    A.  I  do  not,  sir. 

Q.  I  have  here  a  letter  from  a  prominent  lawyer  of  this  city  in 
which  he  states  the  following  as  the  facts  concerning  his  policy : 

In  my  thirty-second  year,  on  May  28,  1884,  the  Mutual  Life 
Company  issued  its  policy,  ISTo.  252,838,  and  therein  it  promised 
on  my  death  to  pay  to  my  wife,  if  living,  or,  if  dead,  our  -children, 
the  sum  of  $5,000;  premiums  of  $71.35  each  to  be  paid  by  me  to 
the  Company  semi-annually  for  twenty  years  on  the  28  th  days  of 
May  and  ISTovember  in  each  year.  The  premiums  have  all  been 
duly  paid,  and  none  of  the  dividends  have  been  withdrawn  in 
cash,  so  that  since  November,  28,  1903,  nothing  has  remained  to 
be  done  to  entitle  my  wife  or  children  on  my  death  to  the  $5,000, 
promised  in  the  policy  and  to  the  just  proportion  of  the  profits 
realized  by  the  Company  during  the  period  the  policy  was  in 
force. 

Annual  dividend  statements  have  been  sent  to  me,  and  there- 
from I  have  compiled  the  following  table,  which  shows  in  the  first 
column  the  dates  when  the  dividends  were  payable  in  cash,  or  at 
my  option,  to  be  credited  as  additions  to  the  principal  amount  of 
insurance,  and  in  the  second  column  the  cash  value  of  the  divi- 
dends, and  in  the  third  column  the  additional  insurance  value. 
The  fourth  column  shows  the  total  of  premiums  that  had  been 
paid  at  several  dates. 


Dividend 
Dates  Cash  Value 

May  28,  1885 ■ '     $16.85 

1886 14.88 

1887 15.73 

1888 12.71 

1889 ,         13.68 

1890 10.04 

1891 11.06 

1892 12.16 

1893 13.02 


Dividend 

Total  of 

Addition  to 

Premiums 

Policy  Value 

Paid  to  Co. 

$45 . 00 

$214.05 

39.00 

366.75 

41.00 

499.45 

32 .  00 

642.15 

34.00 

784.85 

25.00 

927.55 

27.00 

1070.25 

29 .  00 

1212.95 

31.00 

1355 . 65 

Testimony  of  Richard  A.  McCurdy.  1445 


1894 

1.51 

17.00 

1498.35 

1895 

9.50 

21.00 

1641.05 

1896 

10.40 

22.00 

1783.75 

1897 

11.31 

24.00 

1926.45 

1898 

12.10 

25.00 

2069.15 

1899 

12.97 

26.00 

2211.85 

1900 

13.97 

28.00 

2354.55 

1901 

15.02 

29.00 

2497.25 

1902 

16.08 

30.00 

2639.95 

1903 

16.64 

31.00 

2782.65 

1904 

10.07 

18.00 

2854.00 

1905...... 

2.73 

5.00 

2854.00 

$258.43     $579.00 

I  ougM  to  say  that  I  have  mislaid  the  dividend  statements  for 
1891  and  1893,  but  the  subsequent  statements  show  what  the 
additions  to  policy  value  for  each  of  those  years  were,  and  there- 
from I  have  estimated  the  cash  value.  I  have  all  the  statements 
except  for  those  two  years. 

This  table  develops  conclusively  the  fact  that  the  Company's 
enormous  increase  of  business  and  of  surplus  during  the  years  the 
.policy  has  been  in  force  has  not  resulted  in  any  increase  of  divi- 
dends to  the  policyholders. 

It  also  shows  conclusively  that  the  cash  value  of  the  annual 
dividends  bears  no  relation  whatever  to  the  amount  of  premiums 
received  by  the  company.  The  largest  cash  dividend  was  that 
payable  May  28,  1885,  at  which  time  the  company  had  received 
only  $214.05  in  premiums,  and  the  smallest  was  that  payable  May 
28,  1905,  at  which  time  the  company  had  received  from  me  in* 
cash  $2,854,  and  had  had  the  use  of  the  money  to  a  value  which, 
calculated  for  me  at  the  usual  savings  bank  rate  of  four  per  cent., 
and  by  usual  savings  bank  methods,  amounts  to  $1,221.20  — 
total  $4,075.20.  My  dividend  in  1885,  on  an  investment  of 
$214.05  was  $16.85.  My  dividend  in  1905,  on  an  investment  of 
$4,075.20,  was  $2.73. 

The  agent  through  whom  my  policy  was  negotiated  appeared 
to  me  to  be  a  very  straightforward  man  and  to  have  a  thorough 
knowledge  in  detail  of  the  affairs  and  history  of  the  company. 
He  knew  well  what  the  theory  of  the  company's  managers  had 
been  prior  to  the  issuance  of  my  policy,  and  what  the  advantage 
to  policybnlders  had  been  from  successful  management  in  accord- 
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ance  with  tliat  theory;  and  he  evidently  had  no  suspicion  that, 
within  twenty  years,  the  good  old  theory  and  practice  would  be 
abandoned.  In  the  letter  which  this  expert  sent  me  with  my 
first  dividend  statement,  he  said:  "  The  above  is  probably  the 
smallest  dividend  you  will  ever  receive."  In  fact,  it  was  the  very 
largest. 

My  policy  has  been  in  force  more  than  twenty-one  years.  If  I 
were  to  die  to-day,  the  amount  which,  according  to  the  company's 
figures,  would  be  payable  to  my  wife  or  children  would  be  only 
$579  in  excess  of  the  face  of  the  policy.  Apparently  I  must  not 
expect  that  this  sum  will  hereafter  be  increased  by  any  consider- 
able amount,  no  matter  how  many  years  longer  I  may  live;  for 
the  follovsdng  notice  accompanied  the  dividend  statement  of  1904: 

"THE  MUTUAL  LIFE  INSURANCE  COMPANY  OF 
NEW  TOEK 

Richard  A.  McCurdy,  President. 

NOTICE  AS  TO  FUTUEE  DIVIDENDS. 

"  Inasmuch  as  this  dividend  consists  to  a  great  extent  of  a  return 
of  part  of  the  premiums  paid  under  this  policy,  and  as  no  other 
premiums  are  payable  thereunder,  there  can  be  no  such  over- 
payments to  refund  hereafter.  Future  dividends  on  this  policy 
will,  therefore,  be  very  much  smaller  in  amount  than  the  present 
one." 

It  is  instructive  to  compare  the  result  in  my  case  with  vari- 
ous statements  of  the  payment  of  death  claims  which  were 
sent  to  me  from  time  to  time  during  the  earlier  years  of  my 
'policy.  These  statements  do  not  show  exactly  how  long  any 
policy  mentioned  therein  had  been  in  force  at  the  time  of  the 
death  of  the  insured,  but  I  select  from  them  several  items 
where  the  amount  of  the  excess  paid  over  the  face  value  of  the 
policy  and  the  serial  number  of  the  policy  indicate  that  the 
policy  had  been,  like  mine,  in  force  for  a  good  number  of  years^ 

Statements  for  death  claims  paid  for  the  weeks  ending  May  23, 
1884,  and  October  31,  1884,  contained  the  following  items: 


No.  of  Policy 

Policy. 

Dividend, 

544 

$2,000 

$1,689 

4550 

10,000 

Y,454 

9236 

2,000 

1,468 
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159068 

750 

447 

18673 

10,000 

5,966 

26213 

5,000 

4,143 

22662 

2,500 

2,698 

59012 

6,000 

3,023 

69194 

5,000 

2,934 

Tlie  foregoing  nine  policies,  with  their  large  dividend  addi- 
tions, were  paid  in  1884  before  the  theory  of  high  surpluses 
had  begun  to  be  put  in  operation.  In  no  case  was  the  dividend 
Isss  than  fifty  per  cent,  of  the  face  of  the  policy,  and  in  most 
cases  it  was  very  much  more.  In  my  case  the  dividend,  ac- 
cording to  the  notice  given  me,  will  be  only  about  twelve  per 
cent,  of  the  face  of  the  policy,  and  this  will  be  so  even  if  I  live 
so  long  that  the  company  will  have  the  use  of  the  premiums 
longer  than  it  had  in  any  of  the  above  cases.  If  I  were  to 
live  beyond  the  age  of  ninety  and  be  credited  annually  with 
dividends  like  that  of  May  28,  1905,  the  total  of  all  the  past 
and  future  dividends  would  be  $764,  which  is  less  than  sixteen 
per  cent,  of  the  face  of  my  policy. 

The  following  death  claims  paid  during  four  months  of  1897 
are  taken  from  "  The  Weekly  Statement  issued  by  the  Mutual  Life 
Insurance  Company  of  New  York"  of  November  17,  1897: 


Dividend 

Total 

Additions 

Premiums 

Original 

on 

Paid  by 

Policy  ISTo. 

Insurance. 

Policy. 

Insured. 

4,966 

$700 

$810 

$544.25 

5,257 

5,000 

7,137 

4,342.50 

5,639 

2,000 

2,114 

1,638.43 

6,697 

2,000 

1,566 

964.74 

6,988 

500 

629 

358.60 

9,191 

6,000 

9,455 

6,039.50 

9,369 

6,000 

7,111 

5,184.20 

10,196 

5,000 

3,128 

2,618.29 

11,726 

1,000 

672 

559.56 

13,225 

1,000 

1,351 

875.16 

15,780 

3,000 

510 

415.17 

14,505 

500 

4,058 

2,932,50 

16,787 

1,000 

1,050 

735.93 

17,160 

1,500 

1,621 

1,208.46 
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19,171 

3,000 

3,946 

2,935.20 

20,770 

1,000 

660 

605.52 

22,836 

2,000 

2,587 

2,297.52 

23,652 

2,000 

2,149 

1,749.52 

26,286 

1,000 

1,031 

908.28 

28,306 

2,500 

1,849 

1,817.21 

31,764 

4,000 

2,417 

1,415.29 

33,189 

1,000 

870 

413.60 

41,623 

2,000 

1,593 

1,077.20 

43,448 

5,000 

3,868 

2,751.00 

86,259 

2,000 

1,124 

1,062.07 

On  Twenty-five 

Policies 

$58,700 

$63,306 

$45,469.70 

The  serial  numbers  of  these  twenty-five  policies  indicate  tliat  in 
1897  they  had  been  in  force  considerably  longer  than  mine  has 
been  now.  But  it  is  nevertheless  fair  to  compare  them  with  mine 
because  I  have  been  notified  that  the  dividend  additions  to  my 
policy  will  not  be  materially  increased  hereafter.  On  the  other 
hand,  the  fact  that  they  had  been  running  for  a  long  time  in- 
dicates that  their  great  profitableness  is  due  to  early  rather  than 
recent  methods  of  management.  Note  that  in  every  one  of  these 
twenty-five  cases  the  dividend  addition  to  the  policy  exceeds  the 
total  premiums  paid,  while  in  my  case  the  ratio  is  $579  of  addi- 
tions to  $2,854  of  premiums  paid;  and  that  in  seventeen  of  the 
twenty-five  policies  the  dividend  additions  exceed  the  face  value  of 
the  policy,  and  that  in  none  of  them  is  the  dividend  addition  less 
than  fifty  per  cent  of  the  face  value  of  the  policy,  while  in 
my  case  the  dividend  addition  is  under  twelve  per,  cent  of  the 
face  value  of  the  policy.  Note  also  that  the  average  of  the 
premiums  paid  to  the  Company  on  the  twenty-five  policies  is  only 
$1,818.79,  as  against  $2,854  in  my  case. 

I  will  omit  the  rest  of  the  letter,  which  is  the  general  list. 

Q.  Now,  have  you  any  comment  to  make  upon  the  suggestion 
of  the  writer  of  this  letter,  whose  name  there  is  no  objection  to 
showing  you,  and  I  have  no  doubt  you  know  him  well,  with 
regard  to  the  consequences  of  the  poor  recent  methods  of  manage- 
ment and  the  expenses  that  are  incurred  in  obtaining  business? 
A.  I  have  not  followed  very  closely  the  figures  given.  In  fact 
they  are  too  long  and  too  many  for  anybody  to  carry  in  their  head 
critically  or  very  carefully.     You  are  entitled,  Mr.  Hughes    to 
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get  your  case  in  in  your  own  way,  and  you  do  not  have  —  well 
I  have  no  doubt  whatever  that  every  one  of  the  cases  cited  in 
the  letter  that  you  have  read  to  the  Committee  can  be  either  suc- 
cessfully controverted  or  reasonably  explained,  and  proper  reasons 
given  by  competent  persons  and  from  the  undisputed  records  of 
the  books.  I  say,  I  hope  you  won't  think  that  the  remark  is  too 
trivial  for  the  occasion,  it  is  a  piece  of  facetiousness  that  has 
sometimes  been  used,  but  it  is  said  that  figures  do  not  lie  but 
liars  can  figure,  and  with  that  —  I  know  of  so  many  cases  to 
which  that  is  applicable  —  I  do  not  apply  it  to  anyone  in  particu- 
lar, biit  there  has  been  so  many  cases  that  I  think,  excepting  for 
the  facetiousness  of  the  illustration,  it  is  a  fair  answer  to  make  to 
your  question. 

Q.  You  have  no  knowledge  which  will  enable  you  to  contradict 
now  any  of  the  facts  which  are  stated  here  ?  A.  Whatever  knowl- 
edge I  may  have  would  probably  be  derived  from  the  facts  and 
figures  contained  in  our  books,  which  are  not  within  my  posses- 
sion. 

Q.  "Would  you  be  able  to  state  that  the  course  of  business  has 
been  such  that  you  have  been  unable,  as  a  company,  to  earn  the 
amount  of  money  which  you  could  earn  thirty  years  ago,  and 
that  that  in  large  part  explains  the  amount  of  dividends  which 
were  formerly  paid?    A.  I  could  not  State  anything  about  it. 

Q.  Is  it  not  a  fact  that  along  with  a  decrease  in  the  rate  of 
interest  has  gone  a  very  large  increase  in  the  expense  of  your 
company?  A.  I  am  not  going  to  be  led  into  anything  of  that 
kind,  llr.  Hughes. 

Q.  Do  you,  as  president  of  your  company,  do  anything  in  the 
direction  of  supervision  of  the  expenses  of  the  company  in  re- 
lation to  its  receipts?  A.  In  a  general  way,  yes.  I  testified  the 
other  day  I  had  been  endeavoring  to  reduce  expenses  always. 

Q.  "Will  you  state,  now  that  you  have  had  several  days  to  think 
the  matter  over,  and  are  fairly  well  acquainted  with  the  line  of 
examination,  what  you  have  done  to  reduce  the  expenses  of 
your  company?  A.  Well,  you  make  a  suggestion  there  that 
I  think  it  is  only  fair  that  I  should  meet  before  I  proceed  to 
answer  your  question  in  any  other  way.  You  say  now  that 
I  have  had  several  days  to  think  it  over.  I  think  you  do  not 
fiiUy  appreciate,  Mr.  Hughes,  the  very  great  interruption  to 
my  time  and  to  any  consecutiveness  of  thought  that  this  inves- 
tigation and  your  very  adroit  conduct  of  the  case  has  produced. 
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As  a  matter  of  fact,  I  have  not  had  any  time  for  anything  during 
the  last  week-  I  do  not  take  this  thing  home  with  me.  My  daily 
duties  begins — I  am  a  country  man,  I  come  to  town  on  a  boat  that 
leaves  Hoboken  ten  minutes  after  nine.  A  good  many  of  my 
associates  live  out  there.  I  begin  my  business  when,  according  to 
my  rule  that  I  have  established,  when  the  ferryboat  leaves  the 
Jersey  shore  and  it  goes  on  until  the  ferryboat  reaches  the  Jersey 
shore  in  the  afternoon.  And  when  I  get  home  I  claim  a  little  re- 
spite from  a  pretty  arduous  day,  and  after  I  have  had  my  dinner 
I  read  a  novel  and  go  to  bed  and  I  try  not  to  bother  my  mind 
with  the  investigation.  If  I  did,  I  don't  know  what  might  happen. 
Now,  as  a  matter  of  fact,  my  day  in  New  York  is  so  much  taken 
up  with  the  interruptions  that  this  investigation  has  produced,  that 
I  do  not  have  time  to  think  of  anything,  and  think  very  little  about 
it.  I  come  here,  as  I  said  before,  practically  unprepared,  prac- 
tically at  your  mercy. 

Q.  Well,  however  you  may  come,  will  you  state  just  what 
you  have  done  that  you  are  able  to  recall  to  reduce  the  expenses  ? 
A.  I  say  that  I  have  done  everything  that  it  is  possible  for  me  to 
do,  and  I  cannot  give  you  a  catalogic  resume  of  all  that  might  hap- 
pen to  be  in  detail. 

Q.  Well,  do  you  reduce  salaries?    A.  Ah  (laughter) Oh, 

you  are  entitled  to  the  laugh,  but  let  me  see  how  I  vsdll  answer 
that.  I  did  not  fix  my  own  salary,  as  I  told  you  before.  Other 
people  fixed  it 

Q.  Or  reduce  it  ?  A.  No,  I  did  not  reduce  it,  and  do  not  mean 
to  do  it  myself  anyhow,  whatever  other  people  may  do. 

Q.  Well,  did  you  even  suggest,  recommend  or  enforce  the 
reduction  of  anybody's  salary?  A.  Yes,  practically — in  the  ex- 
planation that  I  partially  gave  you  at  the  last  meeting,  of  the  in- 
troduction of  the  classified  system  of  salaries.  That  was  an  effort 
to  reduce  a  constant  tendency  to  increase  salaries  without  the 
opportunity  of  due  consideration  and  the  knowledge  of  what — of 
whether  in  many  cases  they  were  adequate  or  inadequate  or  ex- 
cessive. 

Q.  What  salaries  do  you  refer  to  now.  A.  I  refer  to  the 
salaries  of  the  general  force  of  the  company. 

Q.  The  clerical  force  ?  A.  The  clerical  force,  yes  (laughter). 
All  right,  if  you  want  me  to  go  further  than  that  and  say  that  I 
did  not  attempt  to  reduce  the  salaries  of  any  of  the  executive 
officers,  I  am  perfectly  willing  to  admit  it.    I  do  not  think  any  one 
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of  them  is  overpaid,  for  the  condition  in  which  they  live  and  move 
and  have  their  being  and  for  the  character  of_  the  business  which 
they  do.  I  see  a  smile  went  over  the  room  when  I  answered,  and 
the  very  eminent  gentleman  that  I  referred  to,  the  actuafy  of  the 
company,  receives  $25,000.  The  same  rules  of  compensation  do 
not  apply  to  all  callings.  The  papers  have  talked  about  the  salaries 
received  by  professors  in  college  and  ministers  of  the  gospel  and 
so  on.  Why,  I  doubt,  without  mentioning  any  names,  whether 
some  clergymen  who  have  recently  expressed  themselves  in  public 
would  make  very  good  managers  in  financial  institutions  or  be 
worth  anything  to  their  companies. 

Q.  How  much  did  you  succeed  in  saving  to  the  company  by 
the  reduction  of  salaries  of  the  clerical  force?  A.  Oh,  that  I 
don't  know.  We  could  look  into  that  if  you  would  like  to  be 
informed. 

Q.  Well,  with  regard  to  general  agencies,  have  you  saved  any 
money  to  the. company  there  ?  A.  I  could  have  saved  a  good  deal 
more  if  I  had  been  able  to  carry  out  the  reforms  that  I  started  to 
carry  out  when  I  was  elected  president  twenty  years  ago. 

Q.  Well,  have  you  effected  any  saving?    A.  Yes. 

Q.  In  what  way  and  in  what  amount?  A.  In  the  changing 
very  largely  of  what  was  known  as  the  general  agency  system 
to  the  managerial  system,  which  has  already  created  a  saving 
and  as  the  years  go  along  will  create  a  very  great  saving  in  the 
expenses  of  the  company. 

Q.  E'ow,  it  is  proper  that  you  should  state,  and  I  -am  glad  to 
give  you  the  opportunity  to  state,  just  what  that  saving  is?  A. 
Oh,  as  to  figures? 

Q.  Yes,  roughly,  I  do  not  mean  as  to  exactitude?  A.  I  have 
not  got  the  figures  in  mj-  head.  That  must  be'  left  to  the  cal- 
culation of  the  expenses  of  each  general  agency.  There  is  a 
difference  all  over  the  country,  and  when  after  the  first  two  or 
three  years  in  the  managerial  system  and  substitution  of  sala-. 
ries  for  commissions,  it  involves  an  increased  expense  for  a  year 
or  two  and  thereafter  it  is  a  very  great  reduction.  That  nobody 
could  assume  without  the  statistics  before  them. 

Q.  Have  you  looked  after  the  amount  of  your  legal  expenses 
in  any  way  to  see  if  they  could  be  reduced?  A.  Well,  I  am  try- 
ing to  give  you  as  straight  an  answer  as  I  can.  I  have,  yes.  I 
recall  one  instance  in  particular  that  I  did. 

Q.  Well,  has  your  attention  been  called  to  the  fact  that,  ac- 
cording to  the  reports,  your  legal  expenses  last  year  were  largely 
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in  excess  of  those  of  the  other  two  great  companies?  A.  Well, 
I  am  not  concerned  with  the  statements  made  by  other  com- 
panies. Whether  the  expenses  of  the  legal  department  of  the 
Mutual  Life  Insurance  Company  were  in  excess  or  not,  that  is 
a  matter  that  I  take  no  interest  in.  You  ask  me  whether  I 
ever  endeavored  to  reduce  the  expenses  of  the  legal  department. 
I  did  a  few  years  ago  and  had  a  long  and  serious  conference 
with  the  general  solicitor.  I  had  submitted  to  me  the  names 
of  every  counsel  and  local  attorney  in  the  United  States  who 
transacted  business  with  us,  who  had  our  general  retainer  and 
who  charged  it  up  religiously  every  year  on  his  books,  on  his 
registers,  and  who  sent  us  a  bill  every  year  containing  the 
statements  of  what  he  had  done  in  the  courts  and  elsewhere, 
and  I  directed  that  many  of  the  counsel  who  had  been  represent- 
ing the  company  for  many  years  should  be  dropped.  I  directed 
that  a  great  many  suits  that  were  on  the  calendars  and  which 
had  been  lingering  there  for  many  years  should  be  disposed  of 
in  one  way  or  another,  and  I  think  I  effected  a  very  considerable 
saving  there.    I  could  not  give  you  the  amount  now. 

Q.  Did  you  know  that  checks  for  $25,000  each  were  drawn 
last  year,  or  moneys  to  that  amount  were  drawn  last  year  by 
Robert  Olyphant  as  chairman  of  the  expense  committee,  and 
turned  over,  according  to  the  testimony,  upon  executive  order, 
to  Mr.  Short?    A.  No. 

Q.  Did  you  ever  hear  of  that  before  the  testimony  was  elicited? 
A.  It  would  not  be  within  my  official  knowledge,  no. 

Q.  Can  moneys  be  drawn  for  confidential  legal  expenses  so 
that  the  actual  service  rendered  does  not  appear  in  any  voucher 
in  your  company  without  your  sanction?  A.  Why,  certainly,  as 
I  told  you  before. 

Q.  To  the  extent  of  $100,000  in  a  year?  A.  As  I  told  you 
before,  I  cannot  stand  at  the  cashier's  window  all  day  long  and 
watih  vouchers  pass  through. 

Q.  Do  you  ever  take  occasion  to  inquire  in  order  to  ascertain 
whether  large  amounts  are  being  disbursed  for  legal  expenses 
in  a  confidential  way  where  the  Mutual  Life  has  no  vouchers 
showing  the  services?  A.  If  I  had  any  reason  to  suppose  that 
any  improper  transactions  were  being  carried  through,  I  should 
inquire  into  them,  of  course. 

Q.  How  could  you  tell  whether  the  transactions  are  proper 
or   improper  when   you   don't  know   what  they    are?     A.  Be- 
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cause  it  would  come  up  in  the  way  of  suggestion  or  incident 
from  some  other  men. 

Q.  Has  it  come  up  in  such  a  way?    A.  No. 

Q.  When  did  you  talk  over  with  Mr.  Short  the  question  of 
disbursements  for  legal  services  and  the  men  who  were  upon 
the  payroll  of  the  company?  A.  I  think  it  was  within  three 
years  past. 

Q.  Who  is  James  F.  Pierce?  A.  There  is  not  any  James 
r.  Fierce.     He  is  dead. 

Q..  Who  was  he  when  he  was  alive?  A.  He  was  a  lawyer 
in  this  city,  living  in  Brooklyn. 

Q.  When  did  he  die?  A.  I  believe  he  died  early  in  the  year. 
I  have  forgotten  exactly. 

Q.  This  year  ?     A.  This  year,  I  think. 

Q.  Was  he  formerly  Superintendent  of  Insurance  of  the 
Stat3  of  iSTew  York?    A.  Yes. 

Q.  When  did  he  cease  to  be  such  superintendent?  A.  You 
probably  have  got  the  record. 

Q.  JSTo,  I  have  not  the  record  of  that.     A.  Haven't  you? 

Q.  No.  A.  Well,  I  do  not  carry  it  in  my  mind.  If  you  have 
the  figures  there  I  will  admit  them. 

Q.  I  asked  you  when  he  ceased  to  be  superintendent?  A.  I 
don't  know.     It  is  a  matter  of  record. 

Q.  How  long  was  he  under  regular  retainer  by  the  Mutual 
Life?     A.  Well,  since  he  left  the  Insurance  Department. 

Q.  I  have  a  reference  here  to  an  amount  paid  him  in  1900. 
Do  you  know  whether  he  was  paid  anything  before  that?  A. 
I  really  could  not  tell.  Whatever  your  records  show,  if  they  are 
fiom  the  books  they  are  undoubtedly  correct. 

Q.  I  have  stated  I  have  your  record  for  1900,  but  not  back 
of  that.  Can  you  tell  me  approximately,  and  subject  to  cor- 
rection, for  how  long  a  time  he  was  on  the  payroll  of  your  com- 
pany? A.  Since  he  ceased  to  be  ihe  Superintendent  of  the 
Insurance  Department. 

Q.  (Handing  paper.)  I  show  you  a  voucher  dated  January 
25,  1905,  as  follows:  "Vice-President's  OflSce.  Cashier,  please 
deliver  a  check  to  the  order  of  James  F.  Pierce  and  send  to  me. 
W.  E.  G.,  V.  P.  Twenty-five  hundred  dollars,"  with  a  receipi 
dated  January  25,  1905,  "  Keceived  of  the  Mutual  Life  Insurance 
Company  of  New  York,  Twenty-five  hundred  dollars  for  pro- 
fessional services,  $2,500.00.    (Signed)  James  F.  Pierce."    What 
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professional  services  did  Mr.  Pierce  render  for  that  ?    A.  I  could 
not  say,  sir. 

Q.  Do  you  know  what  the  age  of  Mr.  Pierce  was  when  he 
died?    A.  I  do  not. 

Q.  Was  he  not  about  75  years  old?    A.  I  have  no  idea. 
Q'.  Had  the  Mutual  life  paid  to  Mr.  Pierce  $2,500  a  year  for 
scime  years?     A.  I  don't  know.     The  books  will  show  it  prob- 
ably if  it  did. 

Q.  You  know  he  was  under  retainer  for  many  years?  A.  I 
know  he  was  under  retainer  by  Mr.  Short,  I  believe. 

Q.  Do  you  know  the  amount  of  the  retainer  ?  A.  No.  How 
should  I? 

Q.  Was  he  retained  without  your  knowledge  or  approval? 
A.  I  probably  was  cognizant  of  the  fact. 

Q.  Was  not  retainer  by  your  direction?  A.  Not  to  my 
recollection  or  belief. 

Q.  According  to  the  best  of  your  belief,  who  directed  his 
retainer?     A.  I  could  not  say.     When  did  he  begin? 

Q.  I  understood  you  to  say  as  he  ceased  to  be  Superintend- 
ent of  Insurance?  A.  Yes.  I  could  not  say  at  this  length  of 
time. 

Q.  Well,  can  you  say  what  professional  services  he  ever 
rendered?  A.  He  never  rendered  them  to  the  executive,  that 
I  am  aware  of.  Whatever  professional  services  he  rendered  he 
rendered  to  the  law  department,  I  assume,  that  being  the  proper 
department  of  the  company  that  took  charge  of  the  retaining 
of  counsel  and  supervised  the  retainers  paid  them  or  the  pay- 
ments for  their  professional  services  from  time  to  time  as  they 
accrued. 

Q.  When  you  went  over  the  roll  of  lawyers  retained  by  the 
company  with  Mr.  Short  two  or  three  years  ago,  did  the  ques- 
tion of  Mr.  Pierce's  retainer  come  up  ?     A.   Not  that  I  recall,  no. 

Q.  Did  you  endeavor  to  find  out  what  he  had  been  doing  for 
which  he  received  this  money  ?  A.  I  don't  know  that  it  was  ever 
called  to  my  attention. 

Q.  In  such  endeavor  to  reduce  the  legal  expenses  nothing  at 
all  was  said  about  that  retainer  ?     A.   Not  that  I  am  aware  of. 

Q.  Who  is  Charles  P.  McClelland?  A.  He  is  a  lawyer, 
I  believe. 

Q.  Has  he  been  for  some  time  employed  by  your  company? 
A.   Not  to  my  knowledge  definitely. 
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Q.  Well,  why  do  you  say  definitely,  that  you  don't  remember 
the  exact  particulars  ?     A.   Yes. 

Q.  But  you  do  not  question  the  fact  of  his  retainer  ?  A.  Not 
— Now,  I  want  to  make  myself  as  clearly  understood  as  possible, 
and  it  needs  a  little  explanation.  I  have  seen  in  some  of  the 
newspapers  lately,  some  of  the  reporters'  columns,  that  Mr. 
McClelland  had  been  retained  by  the  Mutual  Life  Insurance  Com- 
pany of  New  York.  His  firm — I  believe  he  has  a  partner,  I 
don't  know  who  it  is — he  has  an  office  in  the  Mutual  Life  build- 
ing. I  don't  know  that  I  ever  saw  Mr.  McClelland  but  once  in 
my  life,  but  I  have  seen  it  stated  in  the  papers  that  he  had  been 
retained  by  the  Mutual  Life.  I  have  no  reason  to  doubt  that  he 
was  retained  by  the  Mutual  Life.  Well,  that  is  not  what  I  want 
to  say  exactly.  I  mean  to  say,  it  having  been  stated  in  the  papers 
that  Mr.  McClelland  had  been  retained  by  the  Mutual  Life,  I 
presume  it  is  the  fact,  although  that  is  a  presumption  that  is  rather 
a  violent  one  with  regard  to  many  things  you  see  in  the  newspapers. 

Q.  Did  you  direct  Mr.  McClelland's  retainer  ?     A.   No,  sir. 

Q.  Do  you  know  what  sort  of  business  he  attended  to  ?  A.  I 
don't  know  that  he  ever  did  attend  to  any  excepting  what  I  saw 
in  the  newspapers,  as  I  have  just  remarked. 

Q.  I  show  you  the  following  vouchers  in  favor  of  Mr.  McClel- 
land, which  do  not  state  upon  their  face  the  nature  of  the  services 
rendered,  but  merely  state  on  account  of  legal  services ;  December 
17,  1900,  $689.32;  January  8,  1901,  which  states  for  legal  ser- 
vices and  disbursements,  $2,700;  April  20,  1901,  legal  services 
and  disbursements  to  date,  $1,458;  October  7,  1901,  for  legal 
services  and  disbursements  to  date,  $1,458 ;  October  7,  1901,  for 
legal  services  and  disbursements  to  date,  $1,000;  February  14, 
1902,  for  legal  services  and  disbursements  to  date,  $750;  March 
31,  1902,  for  legal  services  and  disbursements  to  date,  $2,350. 
Do  those  in  any  way  refresh  your  recollection  so  you  can  state 
what  the  nature  of  the  services  were  that  were  rendered?  A. 
Since  I  answered  your  first  qustion,  Mr.  Hughes,  I  wish  to  correct 
my  answer,  because  the  subject  was  a  new  one  to  me  and  at  the 
moment  I  did  not  recollect  the  nature  of  any  legal  work  that  Mr. 
McClelland  may  have  done  for  us.  It  now  recurs  to  me,  and 
I  shall  ask  permission  to  ask  Mr.  Allen  if  I  am  correct  in  that, 
that  I  have  word  that  Mr.  McClelland  was  one  of  the  regular 
attorneys  of  the  company  engaged  in  the  foreclosure  of  mortgages 
and  collecting  interest  on  foreclosed  interest  on  bonds.  Is  that 
correct,  Mr.  Allen  ? 
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ME.  ALLEN :  That  is  correct,  foreclosure  of  mortgages. 

THE  WITNESS :  I  had  forgotten  that  for  the  moment,  but 
it  now  recurs  to  me  that  I  have  heard  of  that  fact. 

Q.  Will  you  state  what  your  practice  is  with  regard  to  com- 
pensating attorneys  in  foreclosure  cases,  what  do  they  receive,  a 
regular  retainer,  or  a  fee  or  the  costs  that  are  taxed  ?  .  A.  Well, 
Mr.  Allen  can  answer  that  question. 

MK.  ALLEIST:  They  receive  the  costs  which  are  taxed  on  the 
foreclosure  and  the  allowance  that  is  given  by  the  courts. 

Q.  In  case  the  Mutual  Life  itself  takes  in  the  property,  is  an 
allowance  paid  prior  to  the  disposition  of  the  property? 

ME.  ALLEN:   Yes. 

ME.  HUGHES :  I  would  be  very  glad,  in  order  that  this  matter 
may  not  be  misapprehended  in  any  V7ay,  to  have  Mr.  Allen  state 
now  if  he  is  able  to  do  so. 

THE  WITNESS :  Mr.  Allen,  kindly  answer  any  question  "Mr. 
Hughes  may  put  to  you. 

ME.  HUGHES  (Continuing)  :  Just  what  the  matters  were  in 
which  Mr.  McClelland  was  employed  and  for  which  these  moneys 
were  paid  ? 

ME.  ALLEN:  I  am  unable  to  state  in  detail.  I  know  that  Mr. 
McClelland  was  retained  as  an  attorney,  I  know  the  facts,  but  as 
to  the  character  of  the  services  that  were  performed  I  am  unable 
to  state.  He  did,  as  I  say,  foreclose  mortgages  for  the  company 
the  same  as  other  attorneys,  but  to  attempt  to  state  what  service 
were  performed  for  which  those  payments  were  made,  it  is  not 
within  my  knowledge  and  I  cannot  therefore  say  what  they  were. 

ME.  HUGHES :  Do  you  know,  Mr.  Allen,  whether  in  fact  the 
moneys  were  paid  for  services  in  foreclosure  suits  ? 

ME.  ALLEN :  I  do  not  know  the  facts.  All  I  can  —  all  the  in- 
formation I  can  give  is  simply  from  the  vouchers  themselves  and 
from  the  general  knowledge  that  he  has  b^n  for  some  time  an 
attorney  on  the  company's  books  and  performed  services  whenever 
he  was  requested  to  do  so  or  retained. 

MR  HUGHES :  I  suppose  your  registers  will  show  just  what 
foreclosure  proceedings  there  were  pending  in  the  years  I  have 
mentioned  in  which  Mr.  McClelland  or  that  firm  appeared. 
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MR.  ALLEN :  Without  doubt. 


MR.  HUGHES :  If  you  will  furnish  me  a  statement  of  that  so 
they  can  go  in  to-day  with  the  vouchers  I  mil  be  glad  to  have  that 
done.  It  is  not  necessary  to  have  a  formal  statement,  just  a  gen- 
eral statement.  ' 

MR.  ALLEN :  Do  you  mean  the  suits  showing  what  property 
was  foreclosed  or  what  data  do  you  wish  ? 

MR.  HUGHES :  Data  which  vsdll  show  the  suits  in  which  he 
was  rendering  services,  the  property  involved,  and  it-s  disposition 
at  the  sale  and  the  cost. 

MR.  ALLEN :  That  can  be  easily  obtained. 

MR.  HUGHES:  That  would  indicate  normally  what  the  com- 
pensation would  be,  and  it  can  be  compared  with  the  vouchers. 

BY  MR.  HUGHES : 

Q.  I  notice  one  of  these  vouchers,  December  IT,  1900,  has  upon 
the  comer  of  it  the  name  Fields?     A.  What? 

Q.  The  word  Fields?    A.  Yes. 

Q.  Who  is  Mr.  Fields?  A.  He  is  the  superintendent  of  the 
supply  departmeait  of  the  Mutual  Life. 

Q.  What  has  Mr.  Fields  to  do  with  the  Ig'gal  department  of  the 
Mutual  Life?    A.  I  don't  know  that  he — ^well,  I  don't  know  at  all. 

Q.  Has  he  ever,  so  far  as  you  know,  had  anything  to  do  with 
the  retaining  of  lawyers  for  the  Mutual  Life?    A.  No. 

Q.  Is  there  any  reason  that  occurs  to  you  why  he  shold  O.  K. 
a  voucher  for  legal  services?    A.  I  don't  think  he  did. 

Q.  Is  that  his  handwriting?  A.  Not  that  I  am  aware  of  or  that 
I  believe.  The  O.  K'ing  of  it  constitutes  the  initials  of  I.  M.  L., 
or  Isaac  M.  Lloyd,  second  vice-president. 

Q.  Can  you  explain  how  it  is  that  the  name  Fields  appears  on 
the  comer  of  the  voucher?  A.  I  eann«>t.  When  was  this?  De- 
cember, 1900? 

Q.  Yes.     A.  Five  years  ago? 

Q.  Yes.  A.  No.  I  would  say  here,  though,  that  the  bill  has 
been  stamped  "Committee  on  Expenditures,  ordered  paid  Decem- 
ber 6,  1900,  signed  J.  H.  Herrick  and  J.  B.  Holden,  and  the  other 
signature  I  do  not  recollect,  who  was  the  other  member  of  the 
Committee  on  Expenditures  at  that  time;  but  Mr,  Hexrick  was  the 
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chairman  of  the  committe  and  he  is  now  dead,  unfortunately.  If 
he  were  here  he  would  probably  take  great  pleasure  in  explaining 
the  matter  to  you. 

Q.  Well,  I  noticed  all  that,  but  I  merely  wanted  to  know  what 
if  any  explanation  there  is  for  the  name  Eields  appearing  on  the 
voucher?     A.  I  cannot  imagine. 

Q.  (Handing  paper).  I  show  you  a  voucher  dated  January  12, 
1905,  as  follo^7s:  "New  York,  January  12,  1905.  Eeceived  of 
the  Mutual  Life  Insurance  Company  of  New  York  $750  for  pro- 
fessional services  to  date,  $750.00.  (Signed)  James  K.  Craig." 
Who  is  James  E.  Craig?    A.  I  never  heard  of  him. 

Q.  I  call  your  attention  to  the  stamp  on  the  left  of  that  voucher 
"Kecommended  for  payment  by  Fields?"    A.  Yes. 

Q.  January  16th,  1905?    A.  Yes. 

Q.  The  words  recommended  for  payment  and  the  dates  being 
in  the  stamp,  and  "Fields"  being  written  in  ink?    A.  Yes. 

Q.  Will  you  explain  that,  please?  A.  I  do  not  know  whether 
that  is  his  signature  or  not.  I  do  not  recognize  it.  Do  you  know 
who  Mr.  Craig  is,  may  I  ask? 

Q.  No,  I  do  not.  A.  Well,  I  do  not,  and  never  heard  of  him. 
This  seems  to  have  been  stamped  in  the  same.  It  is  ordered  paid 
by  the  Committee  on  Expenditures  and  that  is  signed  by- — well, 
it  is  too  obscure,  I  cannot  make  it  out,  who  it  was  signed  by. 
Oh,  J.  W.  H.  or^J.  H.  H.,  that  means  J.  liobart  Herrick. 

Q.  This  stamp  of  the  Committee  on  Expenditures  is  as  follows: 
"Committee  on  Expenditures,  ordered  paid  January  18,  1905, 
$750.00,  then  with  certain  initials,  probably  of  the  members? 
A.  J.  H.  H. 

Q.  J.  H.  H.  The  other  stamp  is  $750.  Recommended  for  pay- 
ment by  Fields,  January  13,  as  I  read  it,  1905,  and  "approved  for 
payment  W.  E.  G."  Now,  it  would  seem  from  that  that  Fields 
recommended  the  payment,  then  W.  E.  Gillette  approved  the  pay- 
ment, and  then  the  Committee  on  Expenditures  ordereed  the  pay- 
ment. Is  that  a  correct  interpretation  of  the  voucher?  A.  I  can- 
not say.  I  never  saw  it  before  and  never  knew  anything  about  the 
transaction. 

Q.  Do  yDu  know  of  the  practice  of  Mr.  Fields,  the  head  of  your 
supply  department,  recommending  payments  to  be  made  for  legal 
services?  A.  No,  but  there  is  no  reason  he  should  not  if  he  hap- 
[^3ned  to  know  about  them. 

Q.  Why  shgulcj  h^?    A.  Oh,  I  cannot  teU  that 
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Q.  What  are  the  duties  of  Mr.  Fields?  A.  Suppose  you 
recommended  a  committee  to  make  a  payment  for  services,  if  you 
were  a  reputable  gentleman,  whether  you  were  in  the  services  of 
the  company,  as  you  are  —  I  ought  to  add  if  you  are  in  the  service 
of  the  company  or  not  —  that  might  very  properly  be  noted  on 
the  margin  of  a  voucher,  that  the  payment  was  recommended  by 
you.  It  might  be  recommended  by  anyone,  by  a  dozen  people  who 
were  cognizant  of  the  services  rendered  or  upon  whom  the  com- 
mittee relied  for  the  voucher. 

Q.  Who  is  Mr.  Fields  ?  A.  Mr.  Fields,  as  I  have  told  you,  is 
the  superintendent  of  the  supply  department  of  the  Mutual  Life 
Insurance  Company. 

Q.  What  is  the  supply  department?  A.  The  supply  depart- 
ment looks  after  all  the  advert,ising  and  purchasing  of  stationery 
and  things  of  that  kind.  I  believe  he  takes  care,  too,  of  the  build- 
ings, that  is,  pays  the  janitors  and  I  believe  some  four  or  five 
hundred  people  employed  there.  I  think  that  is  done  through 
the  supply  department  or  was,  that  the  office  of  the  superintendent 
of  the  building,  who  employs  these  people,  I  think  that  that 
follows  this  money  through  the  supply  department,  but  I  am  not 
sure. 

Q.  How  long  has  Mr.  Fields  been  at  the  head  of  the  Supply 
Department  ?     A.  I  should  think  about  possibly  fifteen  years. 

Q.  How  long  have  you  known  him?  A.  About  that  length 
of  time  —  why  it  is  natural  I  would  know  him  when  he  was  so 
appointed. 

Q.  Did  you  know  him  previously?  A.  I  am  not  sure.  The 
first  superintendent  of  the  Supply  Department  and  the  last  one 
that  I  recall  in  any  case,  was  a  Mr.  Charles  F.  Ulrich.  He  died 
some  years  ago,  and  my  impression  is  that  Mr.  Fields  was  his 
assistant,  and  when  Major  Ulrich  died  he  was  promoted  to  his 
place,  so  that  your  question  I  answer  in  that  way,  that  if  that 
is  the  fact,  that  he  was  in  Major  Ulrich's  employment  or  the  em- 
ployment of  Major  Ulrich  as  superintendent  of  that  department,  I 
probably  knew  him  more  or  less. 

Q.  You  do  not  know  whether  he  was  in  the  employ  of  the 
company  before  he  was  made  superintendent  ?  A.  No,  I  do  not, 
positively.     I  assume  that  he  was. 

Q.  But  you  do  not  know  in  what  capacity  ?     A.  ISTo. 

Q.  During  the  time  that  he  has  been  superintendent  has  he  had 
any  other  business  that  you  know  of  ?     A.  Yes. 
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Q.  What  was  it?  A.  I  think  he  has  been  in  a  general  way 
under  the  direction  of  the  Law  Department.  He  has  looked  after 
legislation  here  and  in  other  States. 

Q.  Has  that  been  with  you  sanction?  A.  It  was  a  matter 
that  was  in  charge  of  the  Law  Department.  If  they  approved  it, 
I  should  have  approved  of  it. 

Q.  Did  the  Law  Department,  or  any  official  representing  it,  ask 
your  approval  of  the  course  taken  ?  A.  I  could  not  give  any  tes- 
timony one  way  or  the  other  upon  such  a  question  as  that. 

Q.  Don't  you  recollect  whether  or  not  Mr.  Fields'  action  or 
employment  to  look  after  matters  of  legislation  was  with  your 
approval?  A.  Oh,  yes,  in  that  sense,  if  you  mean  the  general 
official  approval. 

Q.  Yes.  A.  Of  the  president  of  a  corporation,  that  such  and 
such  a  department  should  be  looked  after  by  such  and  such  a  per- 
son, who  was  recommended  as  qualified  for  that  post,  yes,  in  that 
sense  it  met  with  my  approval. 

Q.  Was  Mr.  Fields  a  lawyer  ?     A.  I  fancy  not,  no. 

Q.  What  were  his  qualifications  ?  A.  I  could  not  tell ;  I  did 
not  appoint  him. 

Q.  No,  but  the  qualifications  which  led  you  to  view  his  em- 
ployment without  disfavor?  A.  Oh,  that  is  very  fanciful,  that 
I  had  any  particular  knowledge  of  Mr.  Fields'  qualifications 
for  whatever  he  did,  for  the  head  of  the  Supply  Depart- 
ment or  anything  else.  He  was  there,  and  a  good  man,  and 
if  there  was  nothing  against  him  he  would  get  that  place,  and 
so  on.  If  for  one  reason  or  other,  Mr.  Short,  we  will  say,  chose 
to  employ  him  for  a  messenger  boy  I  should  hot  forbid  him.  When 
I  say  messenger  boy,  I  use  the  word  figuratively,  of  course. 

Q.  Do  you  know  where  Mr.  Fields  is  now?    A.  No,  I  do  not. 

Q.  When  did  you  last  see  him  ?  A.  I  saw  him  sometime  during 
the  summer. 

Q.  Have  you  not  seen  him  this  fall  ?    A.  No. 

Q.  Do  you  know  whether  or  not  he  has  been  in  New  York 
recently?    A.  I  do  not  know,  no. 

Q.  What  is  his  condition  of  health,  something  has  been  said 
about  that?  A.  The  last  time  I  saw  him  he  was  helped  into 
my  office  by  a  man  on  whose  shoulder  he  limped  and  who  accom- 
panied him  in  and  seated  him  on  the  chair,  and  he  had  come  up 
from  somewhere  down  on  the  Jersey  coast,  I  believe,  where  he 
had  been  spending  part  of  the  summer,  at  any  rate,  by  the  advice 
of  his  physician,  and  being  there  he  came  up  to  see  me,  and  as 


Testimony  of  Richard  A.  McCurdy.  1461 

the  common  expression  is,  to  pay  his  respects  to  me.  He  was 
helped  into  the  room  and  helped  out  of  ii,  and  he  came  up  on  an 
elevator  and  went  down  on  an  elevator. 

ME.  BECK:  As  jon  desire  information  about  Mr.  Fields, 
I  take  the  liberty  of  handing  you  an  affidavit  by  his  physicians 
showing  exactly  his  condition  and  where  he  now  is,  and  will  ask 
that  it  be  spread  upon  the  record. 

ME.  HUGHES :    It  will  be.    I  offer  it  in  evidence. 

(The  paper  was  submitted  in  evidence,  marked  Exhibit  No.  271, 
and  read  by  Mr.  Hughes.) 

ME.  BECK :  Will  you  allow  me  to  add  that,  in  that  affidavit, 
the  exact  nature  of  his  illness  is  not  stated,  because  I  am  not  aware 
that  the  family  knows  the  exact  nature  of  his  trouble,  but  I  have 
no  objection  to  mentioning  to  Mr.  Hughes  confidentially  and  to 
the  Committee,  save  it  is  a  very  serious  one,  and  which,  if  stated, 
I  think  would  go  far  toward  excusing  his  absence. 

ME.  HUGHES :  There  seems  to  be  some  discrepancy  between 
the  idea  of  this  position  and  what  has  been  stated.  Dr.  Judson 
believes  that  Mr.  Fields  has  been  in  Southern  California  pursuant 
to  his  advice,  whereas  I  xinderstand  from  you,  Mr.  McCurdy,  that 
he  has  been  on  the  Jersey  Coast  during  the  summer. 

THE  WITNESS  :    Let  me  see  that  please.     (Laughter) 

THE  CHAIEMAN:  The  Committee  would  prefer  that  those 
present  do  not  manifest  any  emotions  audibly.  It  does  not  help 
any  and  embarrasses  some. 

THE  WITNESS :  As  I  recollect  the  affidavit,  I  have  never 
seen  it  before,  and  was  not  aware  that  Mr.  Beck  has  it,  as  I  recol- 
lect it,  this  doctor  says  that  he,  in  April  recommended  him  to  go 
to  the  south  of  France  or  Southern  California,  but  he  does  not 
say  he  went  there,  and  I  know  that  is  not  so,  and  that  he  was  down 
on  the  Jersey  Coast  somewhere  during  the  month  of  July,  some- 
time during  the  summer. 

Q.  The  doctor  says  he  is  informed  and  believes  he  is  now  in 
California.    A.  Yes. 

Q.  Have  you  any  information  or  belief  to  that  effect?  A.  I 
don't  know  anything  about  it. 

Q.  Is  there  anyone  connected  with  your  company  who  could 
tell  where  he  is  or  enable  the  Committee  to  satisfy  itself  as  to  his 

vthing  about  it. 
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Q.  "Well,  Mr.  McCurdy,  is  there  anyone  who  can  tell  where 
your  Superintendent  of  the  Supply  Department  is?  A.  We  know 
generally  that  he  is  ill,  and  absent  under  the  direction  of  his  phy- 
sician. We  have  a  competent  assistant,  or  he  had  a  competent 
assistant,  who  is  carrying  on  the  business  until  we  ascertain  rea- 
sonably how  soon  he  is  likely  to  return  to  take  charge  of  his 
duties  or  not.  The  same  as  it  would  be  in  the  case  of  any  other 
official  who  is  temporarily  detained  away  by  illness. 

Q.  But,  of  course,  you  have  means  of  communicating  with 
him?    A.  I  never  knew  where  he  was. 

Q.  I  mean  in  your  office.    A.  I  presume  so. 

Q.  You  can  possibly  find  out  for  me  during  the  lunch  Iwur 
where  he  is,  so  that  we  can  communicate  with  him  as  well?    A.  I. 
have  no  objection. 

Q.  Did  Mr.  Eields  receive  any  compensation  for  the  services 
which  he  rendered  in  connection  with  matters  of  legislation?  A. 
iN'ot  that  I  am  aware  of. 

Q.  These  were  services  in  addition  to  what  he  was  paid  his 
salary  for  as  superintendent  of  the  supply  department?  A.  Well, 
really  you  ask  me  to  testify  to  things  that  I  only  know  about  in  a 
very  general  way,  and  if  Mr.  Fields  did  anything  that  he  was  told 
to  do  by  Mr.  Short  or  by  any  other  competent  authority  in  the  law 
department,  he  probably  did  it.  I  don't  suppose  he  got  anything 
else  but  what  his  regular  salary  was,  because  we  don't  pay  double 
salaries. 

Q.  Well,  it  would  hardly  be  a  double  salary  if  the  work  was 
outside  the  work  for  which  he  was  paid  one  salary?  A.  Well, 
however  that  may  be,  that  is  a  hypothetical  question  whether  it 
was  or  not.  Still,  T  don't  know  and  have  no  reason  to  believe  Mr. 
rields  was  ever  paid  anything  but  his  regular  salary,  if  that  is 
what  you  want  me  to  testify  to. 

Q.  I  find  several  vouchers  here  in  which  the  payment  is  recom- 
mended by  Mr.  Fields,  and  I  call  your  attention  to  them  and  ask 
if  you  can  make  any  statement  regarding  them:  February  20, 
1905,  $901.15  for  services  George  Plunkitt.  Who  is  George 
Plunkitt?    A.  I  don't  know. 

Q.  January  15,  190'5,  $250,  John  ,E.  Ash,  Jr.,  legal  services. 
Who  is  John  E.  Ash?     A.  I  don't  know. 

Q.  Both  of  these  you  will  notice  are  recommended  for  payment 
by  Mr.  Fields. 

ME.  HUGHES:  I  would  be  very  glad  at  any  point  here  to  be 
interrupted  by  Mr.  Allen,  if  any  of  these  names  I  mention,  are 
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names  of  lawyers  in  other  States  or  anywhere,  who  are  rendering 
services  in  the  usual  way. 

Q.  January  30,  1904,  $300,  on  account  of  professional  services, 
Louis  r.  Murray,  recommended  for  payment  by  Fields?  A.  I 
don't  know  him. 

Q.  February  11, 1904,  $225,  legal  services  to  "March  1st,  recom- 
mended for  payment  by  Fields,  the  voucher  signed  by  M.  E. 
MuUaney.  Who  is  M.  E.  Mullaney?  A.  I  give  it  up.  I  never 
lieard  of  him. 

Q.  Another  voucher  of  March  15,  1904,  $175,  M.  E.  Mul- 
laney?   A.  IS'ever  heard  of  him  before. 

Q.  $150,  October  17,  19'04,  recommended  for  payment  by 
Fields.  William  M.  Carpenter?  A.  I  am  not  sure  whether  I 
ever  heard  of  him  or  not. 

Q.  Another  one,  December  1,  1904,  recommended  for  pay- 
ment by  Fields,  $230.74,  M.  E.  Mullaney?  A.  Don't  kno-W 
him. 

Q.  Another  one,  January  7,  1904,  recommended  for  payment 
by  Fields  for  professional  services  and  disbursements,  company 
i)usiness,  $725.  William  M.  Garpenter.  Who  is  he?  A.  The 
same;  I  say  I  am  not  sure;  I  don^t  know. 

Q.  January  7,  1904,  recommended  for  payment  by  Fields, 
$1,175,  on  account  of  legal  services,  James  0.  Lawrence.  Who 
is  he?     A.  Don't  know  anything  about  him. 

Q.  November  10,  1904,  recommended  for  payment  by  Fields, 
$2,250,  on  account  of  money  paid  out  for  professional  services, 
J.  H.  Armstrong?  A.  Don't  know  anything  about  him,  unless 
it  is  that  honorable  gentleman  who  looks  at  me. 

THE  CHAIEMAlSr:  No  such  fortune,  I  think. 

THE  WITNESS:  What?    No  such  good  luck. 

Q.  I  show  you  a  voucher,  February  1,  1904,  $2,500,  for  legal 
services  rendered  J.  Howard,  Jr.  Who  is  J.  Howard,  Jr.  ? 
A.  He  is  —  was  formerly,  and  still  is,  a  writer  for  the  press. 
That  was  in  the  nature  of  advertising. 

Q.  Was  that  legal  services?  A.  Well,  I  fancy  that  was  put 
on  there  by  inadvertence  because  he  isn't  a  lawyer.  At  least, 
I  never  heard  that  Joe  Howard  was  a  lawyer. 

Q.  That  is  under  date  of  February  10,  1904.  Now,  I  show 
you  another  voucher  under  date  of  May  4,  1905,  received  from 
the  Mutual  Life  Insurance  Company  of  New  York,  $2,500,  on 
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account  of  professional  services,  repayable  on  demand.  May 
17,  1905,  J.  Howard,  Jr.  Can  you  explain  that?  A.  Probably 
lie  —  some  correspondence  —  lie  conducts  here  a  literary  bureau, 
and  his  office  is  like  that  of  —  it  is,  so  to  speak,  a  public  office, 
in  the  American  Tract  Company's  building,  I  think;  some- 
where up  there.  He  writes  for  a  number  of  papers,  the  Boston 
Globe,  I  believe,  and  carries  on  a  syndicate  of  that  kind.  We 
have  employed  him  for  a  number  of  years. 

Q.  Well,  what  are  the  professional  services  —  those?  A. 
Those  services? 

Q.  Why  repayable  on  demand?  A.  That  I  can't  say.  Per- 
haps that  was  an  advance  on  future  bills. 

Q.  Well,  I  see  that  it  was  approved  by  you?  A.  Yes,  I 
noticed  that  myself.  I  say  very  likely  it  was  an  advance,  as 
a  good  many  people  sometimes  get. 

Q.  Well,  it  was  an  accommodation,  wasn't  it?  A,  No,  I 
don't  think  it  was  an  accommodation. 

Q.  An  advance  for  further  work  ?  A.  An  advance  for  further 
work  that  was  probably  being  done. 

Q.  And  what  was  the  nature  of  that  work  specifically?  A. 
The  nature  of  the  work  was  general  correspondence  through- 
out the  press  of  the  country. 

Q.  And  did  you  understand  that  that  was  to  be  charged  to 
law  expenses?  A.  I  fancy  not.  There  is  nothing  to  indicate  it. 
No,  I  didn't  direct  it  to  be  charged  to  legal  expenses. 

Q.  Do  you  remember  how  you  did  direct  it  to  be  charged? 
A.  I  don't  think  I  directed  it  to  be  charged  at  all. 

Q.  Whose  handwriting  is  that  ?  "  Law  "  ?  In  blue  pencil 
upon  it?    A.  I  can't  say;  I  don't  know. 

Q.  How  much  money  has  the  Mutual  Life  paid  Mr.  Howard 
a  year,  do  you  know?  A.  My  impression  is  that  it  pays  him 
somewhat  along  in  the  neighborhood  of  $2,500. 

Q.  Well,  is  it  more  than  that?     A.  Well,  I  should  say  not. 

Q.  Then,  do  I  understand  that  in  the  course  of  Mr.  Fields' 
work  as  representing  you  in  matters  relating  to  legislation  he 
could  recommend  for  payment  amounts  of  money  and  they 
would  be  paid  upon  his  recommendation  without  further  super- 
vision? A.  I  don't  know  what  you.  understand  about  it,  but 
I  don't. 

Q.  Well,  I  would  like  to  have  you  state  what  ^ou  understand? 
A.  I  don't  understand  anything  about  it. 
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Q.  Well,  don't  you  know  anything  about  the  practice?  A. 
No.  I  see  his  name  on  the  statement  apparently  made;  also 
that  it  was  recommended  by  Eields.  I  don't  know  who  wrote 
that,  whether  he  wrote  it  himself  or  who  wrote  it.  I  am  not 
familiar  with  his  signature  or  how  it  came  up. 

Q.  Who  had  authority  to  direct  what  Mr.  Fields  should  do? 
A.   Well,  he  was  the  head  of  a  department  himself. 

Q.  And'  he  could  do  as  he  liked  ?     A.   Well,  not 

•Q.  He  wasn't  the  head  of  the  law  department  ?     A.   No. 

Q.  Well,  in  regard  to  these  matters  pertaining  to  legislation, 
who  could  direct  what  he  should  do  ?     A.    I  don't  know. 

Q.  Did  you  ever  direct?      A.    No. 

Q.  Did  you  ever  talk  with  him  about  what  he  was  doing? 
A.    Not  specially,  no. 

Q.  But  generally  ?     A.   Oh,  I  knew  in  a  general  way. 

Q.  Well,  you  met  him  frequently,  didn't  you  ?     A.    No,  sir. 

Q.  Didn't  he  keep  you  posted  on  matters  of  legislation? 
A.  No. 

Q.  Did  you  know  he  had  a  house  in  Albany?  A.  I  heard  he 
had  two  or  three  years  ago,  and  what  I  subsequently  was  informed 
was  a  very  exaggerated  account,  that  Mr.  Fields  had  a  house  in 
Albany.  I  inquired  into  it  and  I  was  told  that  Mr.  Fields'  health 
was  not  good,  that  in  order  to  avoid  the  exposure  to  his  health 
and  the  excitement  of  living  at  a  hotel,  he  and  some  three  or  four 
other  men  together  hired  a  house  for  the  season,  and  paid  $800 
for  it,  and  they  divided  the  expense  between  them. 

Q.  What  was  the  season  for  which  they  hired  it?  A.  Oh, 
I  don't  know. 

Q.  The  winter  ?     A.    Probably  during  the  winter,  yes. 

Q.  And  who  were  the  three  or  four  men?  A.  Oh,  I  don't 
know. 

Q.  Did  you  ever  hear?      A.    No. 

Q.  Do  you  understand  the  climate  of  Albany  was  considered 
preferable  to  that  of  Dobbs  Ferry  ?  A.  No ;  but  I  considered  that 
the  climate  of  Albany  was  such  that  if  a  man  who  was  in  ill 
health  it  would  be  very  much  more  desirable  that  he  should  have 
the  comfort  of  a  private  house  than  that  he  should  be  subjected 
to  the  exposure  necessarily  incident  to  going  to  a  hotel  and  chang- 
ing rooms  and  that  sort  of  thing. 

Q.  That  is  if  his  business  required  his  attendance  at  Albany  ? 
A.  If  his  business  required  him  to  be  at  Albany  it  would  be  a 
great  deal  better  for  him  to  hire  a  house  at  $800  a  year  for  a 
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few  weeks,  and  then  divide  that  with  three  or  four  other  men 
than  it  would  be  going  to  a  hotel  and  shifting  around  from  place 
to  place. 

Q.  How  much  of  his  time  did  his  husiness  require  him  to  be  at 
Albany?      A.    I  don't  know. 

Q.  Did  you  know  that  it  required  him  to  be  there  at  all  ?  A. 
In  a  general  way,  ves. 

Q.  What  did  you  suppose  he  was  doing  there  ?  A.  I  supposed 
that  he  was  in  general  looking  after  the  progress  of  legislation. 

Q.  Did  he  report  to  you  from  time  to  time  ?     A.    No,  sir. 

Q.  "What  did  you  understand  he  was  doing  in  looking  after 
the  progress  of  legislation?  A.  Well,  I  can  answer  that  ijn  this 
way,  and  it  differs  in  no  respect  in  any  one  state  from  the  con- 
ditions in  another.  We  have  got  about  forty-five — between  forty- 
five  and  fifty  legislatures  in  session  every  year,  and  we  have 
got  between  forty-five  and  fifty  superintendents,  and  all  these  men 
are  of  different  degrees  of  intelligence,  different  degrees  of  educa- 
tion, different  degrees  of  knowledge  with  regard  to  the  subject 
which  they  are  supposed  to  superintend  technically,  most  of  them 
are  honest,  a  few  are  dishonest.  I  don't  know — I  couldn't  mention 
individuals  when  I  state  a  general  fact  of  that  kind,  but  you  can 
strike  that  out  if  you  choose  to,  if  you  like — strike  it  out.  Still, 
legislation  has  to  be  watched  in  every  State.  If  it  wasn't  watched 
every  corporation  like  an  insurance  corporation  would  be  in — 
would  be  culpable  in  not  protecting  the  interests  that  are  entrusted 
to  it.  If  legislatures  were  not  watched,  were  not  informed,  insur- 
ance probably  would  be  legislated  and  superintended  out  of  exist- 
ence in  less  than  five  years,  if  it  was  allowed  to  run  without  in- 
formation on  subjects  that  are  brought  up  for  consideration  at 
every  session  almost.  It  is  the  duty  of  a  large  insurance  company 
to  see  that  its  interests  are  guarded  as  much  at  the  capital  of  a 
state  as  in  any  village  or  other  town  in  the  State,  more,  too,  be- 
cause there  is  greater  danger. 

Q.  And  that  wa^  Mr.  Fields'  special  business  ?  A.  I  can't  say 
—  testify  to  that,  no.  I  am  answering  in  a  general  way.  As  to 
any  specific  knowledge  of  whatever  duties  were  required  of  him 
by  the  law  department  and  by  these  vouchers  you  have  shown  me, 
they  probably  did  go  to  the  retaining  of  lawyers  and  all  that  sort 
of  thing  —  why,  I  don't  know  where  I  started  from  because  my 
mind  drifted  away,  but  that  there  is  legitimate  and  proper  use  for 
skilful  agents  at  the  seats  of  legislation  everywhere,  there  is  no 
manner  of  doubt. 
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Q.  In  order  to  determine  the  legitimate  and  proper  use  of 
moneys  for  tliat  purpose,  did  you  insist  upon  a  system  of  vouchers 
■which  would  disclose  the  services  rendered  by  the  persons  who 
received  money  ?     A.  Never  insisted  anything  about  it. 

Q.  Did  you  regard  that  as  a  matter  of  importance  ?  A.  Never 
regarded  anything  about  it.     It  wasn't  my  business. 

Q.  Did  you  take  any  pains  to  ascertain  Avhether  the  use  of 
moneys  was  legitimate  or  illegitimate?  A.  I  am  not  aware  that 
I  was  ever  asked  any  such  question  by  anybody.  Mr.  Fields'  em- 
ployment as  the  head  of  the  supply  department  was  well  known. 
He  was  an  official  of  the  company,  and  if  he  acted,  as  I  presume 
he  did,  in  legal  matters,  under  the  action  of  the  law  department, 
why,  it  was  correct  and  regular  and  proper  to  assume  that  every- 
thing is  correct  and  regular. 

Q.  Do  you  know  Andrew  Hamilton  ?  A.  Never  saw  him  in  my 
life. 

Q.  Did  you  know  that  the  Mutual  Life  Insurance  Company 
had  paid  him  money  ?    A.  Never  knew  it  and  don't  know. 

Q.  Is  it  a  surprise  to  you  that  I  should  suggest  it  in  my  ques- 
tion ?     A.  Quite  so,  excepting  what  I  read  in  the  paper. 

MR.  HUGHES :  Do  you  want  to  adjourn  before  I  go  into  this? 

THE  CHAIEMAN:  Yes.  This  afternoon  no  one  will  be 
allowed  to  stand  on  these  side  aisles,  and  the  sergeant-at-arms 
will  be  requested  to  enforce  that  rule  very  rigorously.  It  inter- 
feres very  materially  with  the  work  here  for  the  people  to  stand 
as  closely  as  they  do. 

The  Committee  will  take  an  aVijournment  until  2.15  sharp. 


AFTER  RECESS. 

THE  CHAIRMAN:  Now,  the  first  two  rows  of  seats  are  re- 
served for  witnesses  and  counsel.  If  any  others  are  occupying  them 
except  witnesses  and  counsel  they  will  please  vacate  the  first  two 
rows  of  seats.  This  afternoon  no  one  will  be  allowed  to  stand  on 
the  side  aisles.    The  side  aisles  must  be  kept  clear. 

MR.  HUGHES:  Mr.  McCurdy  — is  the  elder  Mr.  McCurdy 
here  yet? 

RICHARD  A.  McCURDY  resumed  the  stand. 
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BY  ME.  HUGHES: 

Q.  Have  you  been  able  to  ascertain  during  tbe  recess,  Mr. 
McCurdy,  what  the  present  address  is  of  Mr.  Andrew  0.  Fields  ? 

THE  WITNESS:    Mr.  Smith  did  you  find  it  out? 

ME.  SMITH:   No.  ': 

THE  WITNESS :  I  have  been  so  much  interested,  I  have  not 
had  an  opportunity  during  the  recess,  Mr.  Hughes,  to  do  more 
than  as  I  say,  to  ask  one  of  my  associates  to  find  it  out  for  me, 
and  I  supposed  he  had  done  so. 

Q.  I  show  you  a  voucher  dated  May,  1901,  for  $3,806.33,  for 
professional  services  rendered,  signed  Andrew  Hamilton,  a  voucher 
on  your  company  for  that  amount  paid  to  Andrew  Hamilton. 
Do  you  know  what  professional  services  were  rendered  by  him? 
A.  Not  the  slightest,  I  never  was  aware  that  he  had  rendered  any. 

Q.  Then  you  don't  even  know  the  general  character  of  the  ser- 
vices rendered  by  him  at  any  time?  'A.  If  you  will  allow  me,  Mr. 
Hughes,  I  will  look  this  over  and  see  if  I  can  get  any  idea  from  the 
endorsements.  I  find  this  endorsement  on  it,  "  April  30,  1901. 
Will  you  kindly  authorize  check  for  $3,806.33  for  Judge  Hamil- 
ton to  the  order  of  Andrew  Hamilton.  E.  L.  S.  Gr.  S."  That 
means  E.  L.  Short,  General  Solicitor? 

THE  CHAIEMAN:  Smoking  is, not  allowed  in  the  room 
during  the  sessions  of  the  Committee. 

A.  (Continuing.)  And  also  I  find,  April  30th,  practically  the 
same  thing,  "  Law  Department,  New  York,  April  30,  1901,  to 
the  Committee  on  Expenditures.  Please  authorize  the  payment 
of  3,806.33,  check  to  be  drawn  to  the  order  of  Andrew  Hamilton, 
for  professional  services  rendered,  and  charged  to  legal  expense 
account,  signed  Edward  Lyman  Short,  General  Solicitor." 

Q.  You  don't  know  even  the  general  character  of  the  services 
rendered?    A.  Not  the  slightest. 

Q.  I  call  your  attention  to  a  voucher  of  March,  1901,  as  follows : 
"  Eeceived  of  the  Mutual  Life  Insurance  Company  of  New  York 
$2,500  for  professional  services.  Andrew  Hamilton."  Does  your 
answer  apply  to  that  as  well  ?  A.  Absolutely.  I  never  knew  he 
had  rendered  any. 

Q.  Now,  will  you  please  look  at  the  memorandum  attached 
to  that  voucher  and  read  it,  unless  you  prefer  that  I  should  do 
go?     A.  I  am  perfectly  willing  to  road  it.     "March   6,  1901. 
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To  the  Vice-President.  Judge  Hamilton  was  in  to-day  and  leaves 
in  a  day  or  two  for  St.  Louis  via  Chicago,  the  St.  Louis  Legislature 
adjourns  on  the  18th  of  March.  lie  is  to  meet  in  Chicago  some 
people  from  Wisconsin  in  regard  to  matters  there.  Lie  has  asked 
me  to  have  a  check  mailed  to  him  in  Albany  for  $2,500  in  connec- 
tion with  Missouri  matters.  E.  L.  S.,  G.  S."  And  then  to  the 
Committee  on  Expenditures  a  similar  request.  "Please  send  to 
me  a  $2,500  check  to  the  order  of  Andrew  Hamilton  to  be  charged 
to  Legal  Expense  Account.  Edward  Lyman  Short,  General  Solici- 
tor. Committee  on  Expenditures  ordered  paid,  March  13,  1901, 
J .  LI.  Herrick  and  Kobert  Olyphant." 

Q.  What  matters  were  pending  in  Missouri  in  connection  with 
which  any  money  was  required  in  1901?  A.  I  have  no  idea. 
Simply  that  we  have  had — in  Missouri  we  have  had  a  good  deal 
of  litigation  over  some  policies  and  some  matters  connected  with 
the  insurance  law  there,  I  think. 

Q.  This  would  appear  to  have  been  in  connection  with  the  Mis- 
souri Legislature,  as  the  note  says,  "  The  Missouri  Legislature 
adjourns  on  the  18th  of  March."     A.  Well,  that  is  your  inference. 

Q.  Well,  do  you  think  it  a  just  one.  A.  I  express  no  opinion 
whatever. 

Q.  Did  you  know  that  Andrew  Hamilton  was  paid  from  time 
to  time  to  represent  the  Mutual  in  matters  relating  to  legislation 
in  other  States  than  that  of  New  York  ?     A.  I  never  did. 

Q.  ISTow,  I  call  your  attention  to  a  voucher  of  April  28,  1903: 
'•  Eeceived  from  the  Mutual  Life  Insurance  Company  of  Nevf 
York  a  check  for  $13,333  in  matter  of  adjustment  of  Mutual 
accounts,  A.  Llamilton."  Accompanying  which  is  the  following: 
"April  28,  1903.  To  the  cashier:  Please  send  me  check  for 
t$7,000  to  be  dx-awn  to  the  order  of  the  New  York  Life  Insurance 
Company  for  adjustment  of  Mutual  accounts,  signed  Edward 
Lyman  Short."  Same  date.  "  Please  send  me  check  for  $6,333, 
to  be  drawn  to  the  order  of  the  New  York  Life  Insurance  Com- 
pany for  adjustment  of  Mutual  accounts."  What  Mutual  account 
was  there  requiring  adjustment  with  the  New  York  Life  Insurance 
Company  ?     A.  I  have  not  the  faintest  idea. 

Q.  Did  you  ever  have  any  idea  that  the  Mutual  and  the  New 
York  Life  were  jointly  engaged  in  protecting  themselves  with 
regard  to  matters  of  legislation  ?  A.  Yes,  I  did  have  a  general 
idea  to  that  effect. 

O.  What  officer  of  the  New  York  Life  did  you  meet  in  connec- 
tion with  that?     A.  Never  met  any  one. 
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Q.  Well,  how  did  you  get  the  idea  ?  A.  The  same  as  one  gets 
any  idea,  from  the  ordinary  transaction  of  business.  I  think  it 
was  assumed  as  a  matter  of  course,  that  the  legislation  in  different 
States  was  looked  after  by  at  least  the  three  companies  and  some- 
times by  correspondence  with  other  companies,  but  I  never  wrote 
any  letter  about  it  or  knew  anything  about  it. 

Q.  Did  you  also  have  an  idea  that  the  Equitable  was  jointly 
interested  in  such  matters  with  your  company  and  the  New  York 
Life?     A.  Yes. 

Q.  Did  you  ever  meet  any  one  of  the  Equitable  relating  to  it  ? 
A.  E"ot  that  I  recall  at  the  present  time. 

Q.  If  the  New  York  Life  and  the  Equitable  paid  as  much  as  is 
indicated  by  that  voucher,  there  would  be  a  total  payment  of 
$40,000  at  that  time.  Do  you  know  of  any  matters  requiring  a 
payment  of  $40,000  in  or  about  April,  1903,  by  the  three  com- 
panies ?  A.  I  don^t  know  that  they  did.  I  don't  know  what  the 
adjustment  of  the  —  may  have  been. 

\  Q.  Were  you  so  independent  of  the  operations  of  the  legal 
dejra-rtment  that  matters  of  expense  in  connection  with  legislation 
were  never  brought  to  your  attention?  A.  Absolutely,  unless 
there  was  some  reason  for  it. 

Q.  Well,  was  there  ever  a  special  reason  so  that  matters  were 
ever  brought  to  your  attention?  A.  Well,  I  don't  recall  any  at 
the  present  moment,  but  I  presume  if  Mr.  Short,  if  he  had  any 
doubt  about  some  question,  about  his  retainer  and  what  not,  might 
come  and  consult  me.  If  he  had  no  doubt  about  it  he  would  act 
upon  it  himself.  That  is  what  a  department  is  for.  And  if  the 
heads  of  departments  came  running  to  me  to  consult  me  about  too 
many  details  of  business  there  would  be  a  change  in  the  head  of 
the  department. 

Q.  That  was  true,  and  that  has  been  true  for  a  series  of  years 
in  regard  to  the  legal  department?    A.  Yes. 

Q.  It  is  practically  run  automatically,  that  is  without  your  in- 
tervention? A.  As  my  predecessor  spoke  of  all  the  departments, 
they  are  semi-dependent  organizations,  responsible  in  a  general 
way  to  one  head,  and  that  is  all  there  is  about  it. 

Q.  Now,  your  legal  department,  according  to  your  reports, 
spent  last  year  about  $364,000.  What  did  you  do  as  president  to 
see  that  that  money  was  properly  expended  ?  A.  I  did  all  that  I 
was  entitled  to  do  —  was  required  to  do. 

Q.  What  did  you  do?    A.  I  accepted  the  reports. 


Teshmony  of  Richard  A.  McOurdy.  14^1 

Q.  Did  you  do  anything  else?  A.  Of  an  honorable  gentleman 
like  Mr.  Short. 

Q.  Did  you- do  anything  else?  A.  I  wasn't  called  upon  to  do 
anything  more  than  to  administer  the  general  affairs  of  the  com- 
pany in  all  departments. 

Q.  And  all  that  you  knew  was  that  a  certain  amount  of  money 
had  been  expended  ?  A.  I  knew  whatever  was  reported  at  the  end 
of  the  quarter  or  the  end  of  the  year,  as  I  have  said  before. 

Q.  And  that  is  all  you  knew  about  it?  A.  The  details  of  the 
law  department  I  didn't  enter  into  any  more  than  the  details  of 
any  other  department. 

Q.  Did  you  know  anything  more  about  it  than  that  the  amount 
had  been  expended?  A.  Probably  not  unless  I  was  conferred  with 
from  time  to  time  in  the  matter  of  some  matter  of  interest  that 
had  come  up  in  the  course  of  administration. 

Q.  Do  you  recall  any  matter  of  interest  that  came  up  in  the 
year  1904  as  to  which  you  were  advised  or  your  opinion  rer 
quested  ?    A.  Wot  at  the  present  moment,  no,  sir. 

Q.  I  also  call  your  attention  to  a  voucher  dated  April  28,  1902, 
signed  by  Andrew  Hamilton,  acknowledging  receipt  of  $1,666.66, 
and  June  19,  1901,  acknowledging  receipt  of  $1,075.33.  You 
know  nothing  about  those  matters?    A.  Nothing. 

Q.  Who  is  William  A.  Fricke?  A.  He  was  formerly  insurance 
commissioner  of  one  of  the  Western  States,  I  have  forgotten 
which. 

Q.  Of  Wisconsin?    A.  I  think  so. 

Q.  And  when  did  he  cease  to  be  such  insurance  commissioner? 
A.  Some  years  ago. 

Q.  (Handing  paper.)  I  show  you  a  voucher  under^date  of  Jan- 
uary 6,  1904,  as  follows : 

"  Received  of  the  Mutual  Life  Insurance  Company  of  New 
York,  Five  Thousand  Dollars  for  special  services  to  be  rendered, 
$5,000. 

"  William  A.  Frlcke." 

I  read  upon  the  record  the  letter  annexed  to  the  voucher.  The 
date  is  concealed  by  the  voucher,  which  is  pasted  upon  it,  but  I 
presume  it  is  about  the  same  date  as  the  voucher  itself. 

"  Dear  Mr.  McCurdy : 

"Mr.  William  A.  Fricke  will  accept  a  retainer  to  see  that 
the  Mutual   life  suffers   no   harm.      He   will   accept   the   com- 
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pany's  check  in  his  favor  and  will  return  from  Milwaukee  a 
receipt  and  retainer  for  '  special  services.'  Please  direct  checks 
for  Five  Thousand  Dollars,  made  out  and  delivered  to  me  to 
his  order,  and  I  will  file  receipts  this  week. 

"  Yours  truly, 

"  Charlton  T.  Lewis. 

"Richard  A.  McOurdy,  Esq.,  President. 
"  Endorsed :    To  the  Cashier. 

"  Check  to  the  order  of  William  A.  Ficke,  '  special  services,' 
McC,  President." 

That  is  your  handwriting  and  endorsement?     A.  Absolutely. 

Q.  Do  you  recall  the  facts  of  that  payment?     A.  'No. 

Q.  Does  your  endorsement  refresh  your  memory?    A.  No. 

Q.  What  were  the  special  services  that  Mr.  F'ricke  was  to 
render  ?     A.  I  have  no  idea. 

Q.  Was  Mr.  Fricke  a  lawyer?  A.  I  don't  know  whether  h& 
was  or  not. 

Q.  Do  you  know  what  his  business  is  ?     A.  No. 

Q.  Do  you  know  what  his  business  was  at  that  time?  A.  I 
think  Mr.  Fricke  was  an  expert  assistant  accountant,  or  actuary, 
I  should  say,  in  technical!  insurance  questions,  having  been  super- 
intendent of  the  Insurance  Department  of — did  you  say,  Michi- 
gan or  Wisconsin? 

Q.  I  understand  Wisconsin.  A.  It  is  not  important,  unless 
you  think  so.  But  as  an  expert  his  service,  I  presume,  was  con- 
sidered valuable  by  Mr.  Lewis,  in  whom  I  have  the  highest  re- 
gard and  esteem  and  confidence. 

Q.  Why  were  the  words  special  services  quoted,  have  you  any 
idea  ?     A.  Not  the  slightest. 

Q.  In  what  matters  wiere  Mr.  Fricke's  expert  services  required 
so  far  as  you  have,  any  recollection  ?  A.  My  dear,  sir,  I  have  n'ot 
the  slightest  recollection  of  that.  That  is  one  of  the  thousands 
of  transactions  occurring  in  the  daily  business  of  a  great  company, 
where  one  relies  upon  the  voucher  presented  to  him,  or  the  recom- 
mendation of  the  office.  I  cannot  tell  what  business  Mr.  Lewis 
had  with  Mr.  Fricke  or  any  others. 

Q.  This  is  a  very  exception?il  transaction,  is  it  not?  A.  No, 
I  should  say  not. 

Q.  As  a  rule,  you  did  not  make  a  payment  of  five  thousand 
dollars  to  lavs^ers  for  special  services,  did  you  ?     A.  No. 

Q.  Do  you  know  of  any  other  case  where  you  did  that?  A. 
No — ^you  may  find  some,  though. 
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Q.  You  do  not  recall  any  ?     A.  ISTo,  but  you  may  find  some. 

Q.  It  is  entirely  out  of  your  practice  to  O.  K.  payments  for 
the  Law  Department,  is  it^  not  ?     A.  Yes. 

Q.  Well,  in  being  out  of  the  usual  order,  can  you  recall  it? 
A.  No,  certainly  not. 

Q.  Who  is  S.  S.  Olds  ?  A.  I  don't  know  him,  never  heard 
of  him. 

Q.  I  find  here  a  voucher  dated  Lansing,  Michigan,  October 
18,  1903,  $3,100  received  of  the  Mutual  Life  Insurance  Com- 
pany of  New  York,  per  W.  H.  Thummel,  $3,100  to  apply  on 
retainer.  S.  S.  Olds,  bearing  this  endorsement,  or  on  a  paper 
annexed  to  the  voucher: 

"To  the  General  Manager:  Will  you  direct  the  cashier  to 
furnish  me  with  thirty-one  hundred  dollars  to  be  sent  by  express 
to-day  to  S.  S.  Olds  for  professional  services  in  the  matter  of 
Michigan,  one-third  chargeable  to  each  of  the  three  companies. 
E.  L-^Ashe."  ?> 

Do  you  remember  anything  of  that  matter?     A.  Not  at  all. 

Q.  Do  you  know  what  matters  were  pending  in  Michigan 
at  or  about  that  time  requiring  attention  ?  A.  No,  but  since  you 
brouglit  1liat  up.  if  you  will  allow  me  to  narrate  an  incident 
that  the  name  of  Mr.  Lewis  —  that  I  have  not  seen  for  some- 
time —  he  died  a  little  over  a  year  ago,  but  was  a  most  learned 
and  one'  of  the  most  learned  and  accomplished  men  that  this 
eoimtry  has  produced,  and  if  his  ambition  had  been  greater 
than  his  desire  for  scholastic  occupation  he  might  have  adorned 
almost  any  position.  The  Mutual  Life  Insurance  Company 
had  the  good  fortune  to  avail  itself  of  the  services  of  Mr.  Lewis 
in  many  capacities.  He.  was  a  sound  lawyer.  He  was  a  very 
expert  mathematician,  so  that  he  conferred  with  the  actuary 
of  the  company  on  many  difficult  questions  relating  to  the 
mathematical  side  of  the  company's  operations.  He  was  an 
expert  on  all  questions  relating  to  taxation.  He  argued  such 
questions  before  many  committees  of  the  legislatures  and  upon 
all  questions  of  general  supervision  of  life  insurance  companies. 
I  think  it  has  some  bearing  upon  the  general  question  of  what 
a  lot  of  these  expenses  can  be  incurred  for,  because  the  under- 
lying suggestion  undoubtedly  is  that  they  are  used  for  an  im- 
proper purpose.  Now,  I  have  said  this  morning,  that  in  my 
judg-ment,  legislation  ought  to  be  influenced,  properly  influenced, 
and  the  company  would  be  culpable  that  did  not  protect  its  own 
47 
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interests  by  some  proper  supervision  of  the  bills  that  were  in- 
troduced, or  likely  to  be  introduced.  As  in  conforming  the  legis- 
lative mind  in  regard  to  it. 

JSTow,  the  suggestion  of  the  name  of  Mr.  Lev?is  recalls  to  my 
mind  most  vividly  an  incident  as  one  that  he  told  me  of  almost 
a  winter's  season  being  occupied  some  years  ago  s,t  and  near  the 
capital  of  a  remote  state,  I  have  forgotten  which  it  was,  possibly 
it  was  Michigan  or  Wisconsin,  or  Iowa,  I  think  one  of  those 
tlii-ee  States.  I  asked  him  —  I  happened  to  ask  him  then,  as  I  do 
not  often  —  probably  it  was  a  leisure  moment  and  we  were  old 
and  intimate  friends,  and  may  have  been  chatting  about  the 
subject.  I  should  take  his  recommendation  as  to  Mr.  Ericke  —  if 
Charlton  Lewis  had  recommended  me  to  pay  any  sum  of  money 
in  ordinary  reason,  I  should  have  put  my  check  on  it  without  a 
moment's  hesitation,  but  the  incident  he  told  me  was  this:  He 
said  he  had  been  occupied  nearly  all  winter  in  attempting  to 
educate,  noj  to  corrupt,  but  to  educate  the  legislative  mind  in 
regard  to  a  bill  before  it.  He  told  me  he  went  first  to  the  capital 
of  the  State,  he  got  the  red  book,  or  blue  book,  or  whatever  it 
may  have  been.  He  found  out  the  localities  from  which  each 
member  of  the  legislature  and  the  senate  came.  He  found  out 
all  the  men,  their  putative  political  god-parent,  if  I  may  so  call 
them;  their  relations  and  influential  men,  all  the  men  who  were 
influential  vsdth  them  in  their  neighborhood.  He  made  journey 
after  journey  up  and  down  from  the  capital  to  this  town  and 
that  town  and  the  other  town,  making  the  acquaintance  of  these 
men,  and  getting  them  to  go  there  during  the  session  of  the 
legislature.  Paid  many  of  them,  not  all  lawyers,  they  were  men 
who  would  not  leave  their  business,  the  presidencies,  or  cash- 
ierships  of  banks,  and  make  a  trip  up  to  the  capital  of  the  State 
unless  not  only  their  expenses  were  paid  but  something  else. 
He  went  on  further,  and  ho  said  he  went  to  Washington  during 
that  session  of  the  Legislature.  It  took  him  some  weeks  to  make 
the  acquaintance  of  the  Senators  and  members  of  Congress  in 
the  House  of  Eepresentatives  from  that  date,  so  that  he  was 
able  to  get  upon  a  friendly  footing  vsdth  them,  and  that  they 
woixld  listen  to  him  and  hear  his  statement  of  the  damage  that 
would  be  wrought  to  the  company  and  to  all  life  insurance  pro- 
vided this  measure  which  was  then  sent  was  passed,  and  he  got 
from  them  letters  of  introduction  back  again,  and  that  was  the 
substance  of  it,  that  all  that  winter  he  practically  had  been  en- 
gaged on  that  business  and  without  one  dollar  being  eirpended 
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excepting  for  the  fees  paid  to  lawyers,  the  expenses  paid  to  lay- 
men, the  compensation  in  many  cases  paid  to  laymen. 

Q.  For  what?  A.  For  the  services  that  they  had  rendered 
sitting  down  and  listening  to  Mr.  Lewis  explain  the  reasons  why 
he  wanted  their  help  and  assistance  and  in  taking  trips  to  the 
Capitol,  travelling  expenses  and  compensation  for  that  class  of 
service.  And  he  told  me  the  circimistance  without  the  intimation 
or  the  belief  on  my  part  he  had  paid  one  dollar  for  anything  ex- 
cepting legitimate  purposes,  and  he  charged,  I  am  willing-to  tes- 
tify that  in  my  judgment  it  was  a  very  inadequate  sum. 

Q.  For  his  services?  A.  For  his  own  services,  he  charged 
$5,000  beyond  his  expenses,  which  were  a  good  many  thousand 
dollars  more,  how  much  more  I  don't  know.  I  give  that  merely 
as  an  illustration  and  to  repel  the  assumption  that  necessarily 
money  paid  through  lawyers  and  whose  names  are  not  given  must 
be  improper  purposes.  It  would  not  be  possible  or  it  would  not 
be  proper  in  any  case  to  publish  the  names  of  the  people  that 
he  had  employed  to  help  him  and  who  did  help  him  in  such  a  case 
as  that. 

Q.  Entirely  apart  from  those  matters  to  ^which  you  have  alluded, 
we  find  large  sums  paid  to  others  on  the  recommendation  of  others, 
for  example,  of  Mr.  Fields  ?    A.  Tes. 

Q;  And  we  find  a  considerable  sum  handled  by  Mr.  Andrew 
Hamilton?    A.  Tes. 

Q.  Are  you  able  to  state,  now  that  the  matter  has  in  some 
way  come  to  your  memory,  what  those  moneys  were  paid  for? 
A.  ISTot 

Q.  For  example,  we  have  $100,000  unaccounted  for  by  any 
proper  voucher  paid  last  year  entirely  apart  from  any  of  these 
matters  you  have  mentioned,  it  would  seem.  Do  you  know  what 
that  was  for?  A.  'No.  Undoubtedly  it  was  authorized  by  the 
proper  department,  whatever  it  was. 

Q.  I  was  asking  you  at  the  time  you  diverged  about  F.  H. 
Olds.    Do  you  know  about  him  at  all  ?    A.  ISTever  heard  of  him. 

Q.  I  call  your  attention  to  the  memorandum  attached  to  the 
voucher  of  services  in  the  matter  of  Michigan,  one-third  charge- 
able to  each  of  the  three  companies  ?    A.  Yes. 

Q.  Have  you  any  recollection  what  matter  there  was  pending 
there?    A.  Not  the  slightest. 

Q.  In  connection  with  Mr.  Lewis  or  with  anybody  elsewhere 
you  have  had  occasion  to  know  of  the  work  done  in  behalf  of 
the  company,  can  you  recall  what  the  legislation  was  in  any  par- 
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ticular  case  that  threatened  your  company?  A.  No,  it  is  going 
on  all  the  time. 

Q.  Have  you  as  president  any  recollection  of  the  legislation 
which  you  deemed  it  necessary  to  oppose  ?  A.  Not  the  slightest. 
It  would  not  be  my  province  to  do  anything  of  the  kind.  Those 
things  were  attended  to  by  other  people.  If  I  should  under- 
take to  run  every  one  of  the  departments  myself  I  would  run  my- 
self under  ground  in  less  than  no  time. 

Q.  Well,  do  you  supervise  any  of  them?  A.  As  the  presi- 
dent of  any  large  company  ought  to  supervise  them  and  not  other- 
wise. 

Q.  You  have  been  asked  with  regard  to  the  agency  depart- 
ment, you  have  been  asked  certain  questions  bearing  upoii  the 
expenses  and  matters  of  actuarial  importance,  and  you  have  been 
asked  with  regard  to  the  law  department.  Now,  is  there  any  de- 
partment that  you  yourself  in  any  effective  way  supervise  as 
president  of  the  company?  A.  I  supervise  them  all,  but  do  not 
participate  in  the  routine  or  operation  of  any  of  them. 

Q.  Do  you  supervise  any  of  them  more  directly  than  ypu 
supervise  the  agency  department.     A.  No,  probably  not. 

Q.  Or  the  law  department?    A.  Probably  not. 

Q.  Do  you  recall  the  proceedings  last  winter  for  f.he  pur- 
pose of  repealing  Section  56  of  the  Insurance  law  ?  A.  I  did  not 
know  there  was  anything  of  the  kind. 

Q.  Do  you  know  what  I  mean  by  Section  56  of  the  Insurance 
Law  ?     A.  No,  sir ;  I  do  not. 

Q.  Let  me  read  it  to  you:  "  Section  56.  No  order,  judgment 
or  decree  providing  for  an  accounting  or  enjoining  or  restraining 
or  interfering  with  the  prosecution  of  the  business  of  any  do- 
mestic insurance  corporation  or  appointing  a  temporary  or  per- 
manent receiver  thereof  shall  be  made  or  granted  otherwise  than 
upon  the  application  of  the  Attorney  General  on  his  own  motion 
or  after  his  approval  of  a  request  in  writing  therefor  by  the  Super- 
intendent of  Insurance,  except  in  an  action  by, a  judgment  creditor 
or  in  proceedings  supplementary  to  execution."  A.  When  was 
that  passed? 

Q.  Apparently  in  1890,  Chapter  400  of  the  laws  of  1890.  A. 
I  knew  there  was  such  an  act,  yes. 

Q.  Do  you  recall  the  circumstances  which  led  to  the  passage 
:)f  that?     A.  No. 

Q.  Did  you  know  anything  about  the  attitude  of  the  courts  be- 
fore the  passage  of  that  ?     A.  No. 
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Q,  Do  you  happen  to  know  that  the  Court  of  Appeals  has  held' 
that  an  accounting  could  not  be  compelled  on  the  part  of  an  in- 
surance company  for  the  purpose  of  enforcing  a  distribution  of 
accumulations  different  from  that  determined  upon  by  the  insur- 
ance company,  in  accordance  with  its  ordinary  methods?  A.  I 
don't  think  I  ever  gave  any  special  attention  to  it.  I  might  have 
known  of  it  at  the  time  if  it  had  ever  been  brought  before  ras  in 
connection  with  any  subject  which  it  was  necessary  for  me  to  act 
upon  then  and  there. 

Q.  Is  it  possible  that  you,  Mr.  McCurdy,  as  president  of  the 
company,  are  not  acquainted  with  the  many  suits  that  were 
brought  to  enforce  an  accounting  of  funds  claimed  to  be  dis- 
tributable under  tontine  or  semi-tontine  policies  and  the  cases  that 
went  to  the  Court  of  Appeals  upon  that  question?  A.  Against 
the  Mutual  Life  ? 

Q.  'So,  not  against  the  Mutual  Life,  against  the  New  York 
Life  Insiirance  Company,  but  of  great  general  insurance  interest. 
A.  I  might  take  a  cursory  interest  in  a  thing  of  that  kind  that  I 
saw  reported  in  the  newspapers,  but  unless  it  affected  my  own 
concern,  my  own  company,  it  would  not  make  any  permanent 
lodgment  in  my  mind. 

Q.  Do  you  recall  the  passage  of  this  legislation  in  1890,  after 
the  decision  of  the  Court  of  Appeals,  and  largely,  as  I  believe,  the 
Court  of  Appeals  has  said  itself,  in  confirmation  of  its  own  de- 
cision ?     A.  ISTo,  I  do  not  recall  anything  about  it. 

Q.  Do  you  know  why  it  should  have  been  regarded  necessary 
to  get  legislation  in  addition  to  the  decision  of  the  court  ?  A.  I  do 
not  know  anything  about  it. 

0.  You  appreciate  the  position  of  the  companies  as  they  stand 
to-day  protected  not  merely  by  precedents  but  protected  by  a  posi- 
tive statute  upon  the  question  of  such  suits  ?  A.  That  is  the 
statute  you  have  read  ? 

Q.  Yes.     A.  I  should  say  it  was  a  very  adequate  law. 

Q.  Do  you  remember  that  last  spring  an  effort  was  made  to 
epealthat?     A.  No 

Q.  Don't  you  recall :     A.  Oh,  yes,  excuse  me.     I  believe 

Senator  Brackett  did  introduce  a  bill,  did  he  not? 

Q.  Yes.  "What  attitude  did  you  take  in  regard  to  that?  A. 
ISFone. 

Q.  "Was  that  one  of  the  sort  or  species  of  legislation  which  you 
thought  your  company  should  oppose  in  the  interest  of  policy- 
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holders  ?  A.  It  never  was  brought  to  my  attention  in  that  way 
at  all. 

Q.  Now,  a  former  Commissioner  of  this  State,  a  man  of  great 
repute  and  ability,  was  William  Barnes,  was  he  not  ?     A.  Yes. 

Q.  You  knew  him  in  former  years  ?  A.  I  formerly  knew  him, 
I  have  not  seen  him  in  many  years. 

Q.  He  is  a  man  of  great  distinction  and  an  insurance  expert  ? 
A.  Yes. 

Q.  Did  not  you  pay  him  to  oppose  this  bill  ?  A.  Not  that  I  am 
aware  of. 

Q.  I  mean  when  I  say  you  your  company,  of  course  ?  A.  Not 
that  I  am  aware  of.  Oh,  wait  a  moment,  until  I  recall.  In  the 
sense  in  which  you  asked  the  question,  my  answer  is  quite  accu- 
rate. But  some  time  recently,  I  think  this  Fall,  I  received  a  letter 
from  Mr.  Barnes  in  which  he  stated  that  he  had  appeared  before 
committees,  and  in  which  I  think  he  sent  a  bill  in,  and  in  which 
he  stated  he  had  appeared  before  committees,  and  argued  matters, 
and  so  on,  and  that  was  the  first  of  it,  and  whether  he  enclosed  a 
bill  to  me  or  not  I  do  not  recollect.  • 

Q.  Well,  I  have  here  the  voucher  which  I  have  asked  for  and 
which  your  company  has  produced,  which  I  will  read.  A.  May 
I  take  a  look  at  it  ? 

Q.  Certainly. 

(Handing  paper  to  witness.) 

A.  I  will  wait  until  you  get  through. 

Q.  I  will  give  you  full  opportunity  to  look  at  it.    A.  All  right. 

ME.  HUGHES:  The  bill  is  as  follows: 

"  493  State  Street,  Albany,  N.  Y. 

"  September  11,  1905. 

"  The  Mutual  Life  Insurance  Company  of  New  York, 

"  To  William  Barnes,  Sr.,  Dr. 

"  To  services  as  coun£el  on  three  hearings  on  oral  and  printed 
argument  on  insurance  bills  before  the  Codes  Committee  of  the 
Senate  and  Insurance  Committees  of  the  Senate  and  Assembly  at 
the  Legislative  Session  of  1905,  the  sum  of  $1,000. 

"  Beceived  payment. 

"  Stamped  '  Kecommended  for  payment.'  The  Law  Depart- 
ment, by  Frederick  L.  AUen,  in  charge.  September  13,  1905. 
Approved  payment." 
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Accompanying  that  is  this  note: 

"  September  12,  1905. 
"  493  State  Street,  Albany,  ]Sr.  T. 
"  September  11,  1905. 

Mr.  Eichard  A.  McOurdy,  President. 

"Dear  Triend: 

"I  enclose  bill  for  $1,000  for  three  arguments  last  winter. 
Judge  Andrew  Hamilton  of  the  New  York  Life  sent  me  a  check 
for  $1,000  about  July  11th,  and  wrote  me  that  he  had  written 
Mr.  Short  to  do  the  same  for  the  Mutual,  but  Mr.  Short's  illness 
and  its  fatal  termination  prevented  any  action  upon  his  part,  and 
I  never  heard  from  him  or  the  general  solicitor's  department. 

"  If  satisfactory,  please  send  me  a  check  and  I  will  return 
receipt. 

"  I  am  very  much  obliged  for  your  favors  in  this  direction. 
We  expect  to  move  to  Nantucket  in  about  two  weeks,  but  as  I 
wrote  you,  I  will  be  ready  to  answer  any  calls  when  I  can  be  of 
service.     Nantucket  is  only  thirteen  hours  from  Albany,  Your 
old  friend, 

"  William  Barnes,  Sr. 

"  P.  S. —  You  can  gather  that  we  were  very  successful.  The 
test  vote  in  open  Senate  being,  I  think,  36  to  Y  in  our  favor. — 
W.  B." 

And  appended  is  a  note  of  the  acting  general  solicitor  as  fol- 
lows : 

"To  the  President: 

"  The  bill  referred  to  by  Mr.  Barnes  in  his  letter  was  the  bill 
introduced  last  winter  in  the  New  York  Legislature  providing  for 
a  repeal  of  Section  56  of  the  Insurance  laws  which  provides  that 
no  decree  providing  for  an  accounting  or  enjoining,  refraining  or 
interfering  with  the  transaction  of  the  business  of  any  domestic 
insurance  corporation  shall  be  made  or  granted  otherwise  than 
upon  the  application  of  the  Attomey-Greneral.  For  your  informa- 
tion I  send  herevsdth  printed  copy  of  the  argimient  made  upon  this 
bill.  As  you  know  the  bill  was  defeated.  Mr.  Barnes  is  correct 
in  his  statement  that  Judge  Hamilton  did  write  to  Mr.  Short  stat- 
ing that  on  behalf  of  the  New  York  Life  he  had  paid  him  $1,000. 
Mr.  Barnes  also  wrote  a  letter  to  Mr.  Short,  which  I  acknowledged. 
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and  explained  Mr.  Short's  illness  prevented  the  matter  being  taken 
up  at  that  time.  It  has  been  my  understanding  that  we  were  to 
pay  the  same  amount  as  the  New  York  Life.  If  there  is  anything 
further  I  can  do,  I  would  be  pleased  to  have  you  let  me  know. 
F.  L.  ALLEK" 

"  To  the  Law  Department : 

"  Mr.  Barnes'  bill  is  approved  by  the  president  for  payment  in 
the  manner  customary  in  such  cases.  Mr.  Allen's  signature  will 
be  honored  by  the  cashier  in  this  and  other  usual  cases  requiring 
the  vise  of  the  head  of  the  department. 

"  McC,  President." 

That  matter  is  correctly  stated,  I  suppose,  in  these  documents  ? 
A.  Yes,  sir ;  it  is  correctly  stated.  This  is  the  letter  which  I  said 
at  first,  when  you  asked  me  if  I  had  known  anything  about  it,  I 
said  no,  I  did  not.  But  in  thinking  it  over  at  the  moment  it 
occurred  to  me  that  Mr.  Barnes  had  written  me  this  letter,  a  letter 
with  regard  to  some  measure,  stating  that  he  had  appeared  as 
counsel  for  the  company  before  committees  of  the  Legislature^  and 
that  I  had  approved  the  bUl.  This  is  the  bill  and  on  the  statement 
of  Mr.  Allen,  in  charge  of  the  department,  I  made  that  endorse- 
ment. The  endorsement  is  fuller  than  has  usually  been  the  case. 
My  action  generally  would  have  been  merely  to  have  put  my  ini- 
tial on  it  and  it  would  have  been  paid.  The  reason  why  it  is  fuller 
than  it  would  have  been  in  ordinary  cases  is  that  in  consequence 
of  the  recent  death  of  Mr.  Short,  the  solicitor,  no  appointment  had 
been  made  of  any  person  to  take  his  place.  I  was  not  ready  yet 
to  submit  any  definite  nomination  to  my  board  for  the  place,  and 
in  this  I  did  both  things,  I  approved  the  bill  and  authorized  Mr. 
Allen  to  be  practically  the  acting  solicitor  until  a  further  nomi- 
nation was  made. 

Q.  Now,  this  was  a  service  no  doubt  rendered  with  a  great  deal 
of  skill,  as  we  know  the  ability  of  Mr.  William  Barnes  and  his 
experience  in  these  matters,  but  I  would  like  to  have  you  state  in 
what  sense  it  was  in  the  interest  of  the  policyholders  to  oppose 
the  repeal  of  section  56  ?  A.  I  think  it  is  doubtful  whether  I  paid 
the  slightest  attention  to  what  the  service  was,  any  more  than  as 
I  testified  to  you  just  now  —  I  think  I  testified  that  I  didn't  know 
that  Mr.  Barnes  had  been  employed.  A  recommendation  canie 
to  me  from  the  acting  head  of  the  Department  accompanied  by 
a  letter,  and  I  think  this  letter  was  addressed  to  me  —  allow  me 
for  a  moment  —  I  don't  see  —  there  is  no  special  evidence  of  how 
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that  got  —  that  letter  of  Mr.  Barnes's  got  before  the  Law  Depart- 
ment, unless  it  was  that,  as  I  am  very  apt  to  do,  there  came  a 
letter  and  I  chucked  it  over  across  the  table  to  my  secretary  in 
opening  my  mail  in  the  morning,  and  he  sent  it  into  the  Law 
Department  in  the  usual  way. 

Q.  What  I  want  to  direct  your  attention  to  is  the  possibility, 
in  case  matters  of  this  sort  are  left  to  the  Law  Department  with- 
out the  supervision  of  the  responsible  executives,  that  matters 
might  be  opposed  that  are  in  the  interest  of  the  policyholders. 
Has  that  occurred  to  you?  A.  If  the  general  solicitor  was  not 
competent  to  decide  that  I  would  get  another  one. 

Q.  The  fact  is  that  you  have  not  regarded  it  as  your  duty  to 
see  whether  the  legislation  opposed  was  that  which  should  be 
opposed  in  the  interest  of  the  policyholders,  or  not?  A.  I  think 
not.  I  have  credited  the  heads  of  the  different  departments  vsdth 
some  degree  of  intelligence  to  act  ou  their  own  initiative. 

Q.  Now  that  the  matter  has  been  brought  to  your  attention, 
I  would  like  to  have  your  opinion  as  an  insurance  man,  on  the 
advisability  of  opposing  in  the  alleged  interest  of  policyholders 
the  repeal  of  Section  56.  A.  If  you  will  allow  me  to  reflect  over 
it  at  night,  I  will  depart  from  my  usual  custom  of  reading  a 
novel  and  give  it  attention  and  answer  you  in  the  morning. 

Q.  But  with  your  present  knowledge  can  you  not  give  an 
c  pinion  ?  A.  I  would  rather  not  express  an  opinion  on  an  act  of 
the  Legislature  without  giving  it  serious  consideration. 

Q.  Is  it  usual  in  the  Mutual  Life  Insurance  Company  to  pay 
out  moneys  as  an  honorarium  without  regard  to  services  rendered 
in  particular  cases?  A.  Let  me  know  what  the  case  is  and  I 
will  answer  you  then. 

Q.  I  thought  this  might  be  typical.  I  will  show  you  what  I  had 
in  mind  (handing  papers  to  the  witness).  A.  Do  you  know 
whether  "William  A.  Barnes,  Jr.,  is  a  lawyer  or  not,  -Mr.  Hughes  ? 
I  don't  know,  whether  he  is. 

Q.  I  do  not.     A.  Well,  I  don't  know.     I  don't  think  he  is. 

Q.  I  think  he  is  an  editor  of  the  Albany  Evening  Journal,  and 
in  which  case  I  judge  he  used  the  word  "  honorarium  "  in  only 
the  colloquial  sense  and  not  with  the  legal  distinction  you  would 
draw  between  an  honorarium  and  a  retainer. 

Q.  Taking  it  according  to  your  discriminating  judgment,  is  it 
the  practice  of  the  Mutual  to  pay  moneys  where  services  have 
not  been  rendered  in  recognition  of  the  esteem  in  which  they  hold 
the  payee?    A.  Neither  as  an  honorarium,  or  as  a  donation. 
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Q.  That  is  not  done  ?    A.     Not  that  I  am  aware  of. 

Q.  Then,  this  that  is  referred  to  here  is  for  services  actually 
rendered?  A.  I  have  no  doubt  of  it,  that  Mr.  Barnes,  Senior, 
being  a  lawyer  by  profession  on  the  role  of  retained  attorneys  of 
the  Mutual  Life  Insurance  Company,  and  under  the  responsibility 
of  that  retainer  to  furnish  his  professional  services  at  any  time, 
and  I  take  it  that  the  services  rendered  by  and  a  retainer  in  many 
cases  is  not  the  actual  rendering  of  a  service,  then  and  there,  but 
it  is  the  fact  of  a  lawyer's  keeping  himself  in  readiness  to  serve 
his  client  and  refusing  other  engagements  which  would  be  in  con- 
flict with  it,  and  it  is  the  option  which  you  have  on  his  services, 
whether  for  a  particular  season  or  any  other  time,  whether  he 
may  or  may  not  render  any  specific  service.  If  you  will  allow 
me  to  read  the  letter,  Mr.  Barnes,  "  the  honorarium  which  the 
Mutual  Life,  with  other  companies,  was  kind  enough  to  confer 
upon  my  father,  William  Barnes,  has  customarily  been  paid  on 
July  1st  each  year.  I  trust  you  will  pardon  me  bringing  to  your 
attention  the  fact  that  the  Mutual  Life  has  not  yet  sent  a  check." 

That  justifies  the  assumption,  and,  and  Mr.  Barnes,  Sr's.,  re- 
ceipt and  his  return — the  son  returned  his  father's  receipt,  "  Re- 
ceived $666.66,  signed  William  Barnes,  Consulting  Counsel."  I 
take  it  that  is  a  good  consideration. 

Q.  What  was  the  regular  retainer?  A.  Oh,  I  don't  know  any- 
thing about  it;  I  didn't  know  we  had  done  anything  of  the  kind, 
as  I  told  you,  until  a  little  while  ago  I  happened  to  locate  that; 
only  a  month  or  two  ago.  I  had  gotten  a  letter  from  Mr.  Barnes, 
from  whom  I  hadn't  gotten  a  letter  for  many  years. 

Q.  How  many  lawyers  are  there  throughout  the  country  who 
are  insurance  experts  and  in  a  position  to  render  services  as  is 
Mr.  Barnes,  under  retainer  by  your  company  ?  A.  Mr.  Allen  js 
over  there.     He  can  answer  the  question. 

ME.  HUGHES:     Can  you  answer,  Mr.  Allen? 

ME.  ALLEN:  I  can  make  up  a  statement  if  you  desire  that 
information.     I  will  get  it. 

ME.  HUGHES:     I  will  be  very  glad  to  have  it, 

THE  WITNESS :     I  didn't  catch  Mr.  Allen's  answer. 

ME.  HUGHES:  He  said  he  was  unable  to  state  at  the  mo- 
ment, but  he  will  be  glad  to  furnish  the  information  if  desired. 
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THE  AVITXESS:  I  shouldn't  know  myself.  I  haven't  the 
faintest  idea. 

Q.  Now  that  the  matter  has  been  bronght  to  your  attention 
can  you  recall  any  one  else?  AVe  have  Mr.  Fricke.  I  suppose 
he  belongs  in  that  category  ?  A.  Well,  if  you  have  got  any  other 
vouchers  there  just  bring  them  right  out  and  I  will  tell  you  all  I 
know  about  them. 

Q.  You  have  Mr.  James  F.  Pierce?     A.  Yes. 

Q.  Do  you  recall  any  others  ?  A.  Why,  no.  But  if  you  have 
got  any  evidence  of  any  others  then  you  will  refresh  my  recol- 
lection and  I  would  be  able  to  let  you  know. 

Q.  I  don't  know  whether  we  have  or  not.  It  is  rather  difficult 
to  go  through  the  books,  but  if  you  can  fficilitate  our  labors  we 
should  be  very  glad  to  have  you  do  so?  A.  ISTo,  no,  no,  I  don't 
recollect. 

Q.  I  find  here  a  couple  of  vouchers  which  I  will  refer  to: 
"October  4,  1904,  received  of  the  Mutual  Life  Insurance  Com- 
pany $1,560.87,  money  paid  out  for  legal  services  and  disburse- 
ments, company's  business,  A.  0.  Fields."  In  the  other  cases  we 
had  recommendations  for  payment  to  a  third  party.  There  it 
seems  Mr.  Fields  had  paid  this  money  and  then  recouped  himself. 
Do  you  'know  whether  or  not  that  was  a  common  thing?  A.  E"o, 
but  that  would  be  a  very  proper  thing.  When  Mr.  Fields  Avas  ren- 
dering a  bill  for  somebody  else  he  certified  it  and  recommended  it 
to  the  Committee  on  Expenditures  for  payment,,  and  when  he  is 
collecting  money  for  his  own  disbursements  he  put  in  a  bill  in  his 
own  name  and  had  it  submitted  to  the  committee  before  it  was 
paid  to  him.     That  is  highly  proper. 

Q.  I  find  here  a  letter,  "Sandusky,  Ohio,  April  22,  1905, 
Robert  A.  Granniss,  A^ice-President  of  Mutual  Life  Insurance 
Company,  NeV  York:  Dear  Sir — ^If  you  will  instruct*  the 
proper  officer  to  remit  to  me  $600  to  services  rendered  as  per 
agreement,  you  mil  oblige,  yours  truly,  David  M.  Arndt," 
which  bears  this  endorsement:  "If  this  is  the  iisual  time  for 
this  payment  you  may  send  check.  Granniss."  Do  you  know 
what  that  means,  "  if  this  is  the  usual  time  for  this  pay- 
ment" ?  A.  Probably  I  should  say,  although  I  know  nothing  about, 
it,  that  Mr.  Arndt  is  in  the  habit  of  sending  in  an  annual  or  a  semi- 
annual bin.  That  is  all  I  know.  July,  August,  September;  that 
would  be  about  the  end  of  the  third  quarter.  Janiiary,  February 
and  March,  you  see  it  would  run  April,  May,  June,  July,  August, 
September. 
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Q.  As  I  understand  it,  there  were  a  good  many  payments  made 
tlirougli  Mr.  W.  F.  Thummel,  as  well  as  through  Mr.  Fields  and 
Mr.  Hamilton?    A.  I  think  you  understand  it  so. 

Q.  Well,  that  is  right,  isn't  it?  A.  "Well,  I  don't  know,  my  dear 
sir.  I  don't  want  _you  to  put  words  in  my  mouth — or  rather,  to 
impute  a  language  to  me  which  I  don't  use.  While  I  believe  it 
has  appeared  in  evidence  here  that  Mr.  Thummel  has  been  in  the 
employment  of  the  company  and  is  traveling  around,  and  I  have 
no  doubt  he  has  expended  money,  and  as  I  say,  received  conpen- 
sation  for  his  own  services. 

Q.  Here  is  a  voucher  of  Boston,  January  19,  1904 :  "Keceived 
of  the  Mutual  Life  Insurance  Company  $1_,000  on  account  of 
services  rendered.  W.  J.  Holden."  Who  is  Mr.  Holden?  A. 
Well,  that  is  in  1890. 

Q.  1904,  isn't  it?  A.  Well,  I  happen  to  know  something  about 
that  which  otherwise  I  shouldn't  have  been  able  to  testify  to 

Q.  This  is  1904,  isn't  it?  A.  Yes,  1904.  Quite  accidentally  I 
saw  his  name  in  the  evidence  given  in  a  part  of  this  examination 
in  which  I  think  it  was  stated  that  he  had  been  the  company's  rep- 
resentative. 

Q.  Now,  if  you  will  proceed  and  pardon  me.  A.  I  say  I  hap- 
pen to  know  something  about  it  in  a  general  way,  as  I  remarked 
about  other  things,  because  in  reading  the  papers  some  of  the  evi- 
dence taken  at  this  investigation,  I  saw  the  name  of  Mij.  Holden 
who  testified,  or  somebody  else  testified  that  he  had  been  the  leg- 
islative agent  in  Boston,  and  I  inquired  into  it.  I  asked  Mr.  Gran- 
niss  what  that  meaait,  and  he  told  me  that  the  Legislature  of  Mas- 
sachusetts either  now  or  formerly  required  every  corporation  pro- 
posing to — or  desiring  to  be  represented  before  the  Legislature,  to 
appoint  a  legislative  agent,  and  the  appointment  was  filed,  and  I 
think  a  license  was  given  for  him  to  appear  before  committees  and 
so  to  represent  the  company,  and  that  Mr.  Holden  had  been  our 
representative  there  at  one  time,  and  so  that  the  retainer  of  Mr. 
Holden  in  Massachusetts  was  one  compulsory  on  the  company  to 
retain  somebody,  and  an  open  affair. 

Q.  How  much  was  he  paid  a  year?  A.  Oh,  I  have  no  idea.  I 
did  not  know  we  p'aid  him  everything  until  I  asked  Mr.  Granniss 
the  other  day  and  he  told  me  about  it. 

Q.  Then  you  don't  know  whether  he  appeared  before  any  com- 
mittee? A.  ISTo,  it  wasn't  necessary  for  him  to  appear  before  any 
committees,  but  before  the  session  Mr.  G-ranniss  told  me  it  was 
necessary  to  appoint  a  legislative  agent,  and  being  a  leg'slative 
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agent,  I  never  knew  anyone  in  such  a  position  as  that  who  didn't 
eend  in  a  bill  for  something,  regardless  whether  he  did  anything 
or  not. 

Q.  Who  is  Edgar  W.  Eogers?  A.  I  don.'t  know,  unless  you 
have  something  to  the  contrary  there. 

Q.  All  I  have  is  that  he  was  paid  an  amount  charged  to  legal 
expenses  JSTovember  12,  1902,  $1,657.60.  Does  that  recall  any- 
thing to  your  memory?    A.  No. 

Q.  Is  he  connected  with  the  Gloibe  Printing  Company?  A. 
]S!ot  that  I  know  of. 

Q.  Do  you  know  any  Eogers  that  is  coomected  with  the  Gioibe 
Printing  Company?  A.  I  heard  the  other  day  that  there  is  a 
man  connected  with  the  Globe  Printing  Company,  I  believe,  named 
Eogers. 

Q.  Is  his  name  Edward  W.  ?    A.  I  don't  know  what  his  name  is. 

Q.  Or  Edgar  W.  ?  A.  I  don't  know  his  name,  and  I  don't  know 
the  facts. 

Q.  The  Globe  Printing  Company  has  a  very  large  share  of  your 
printing  work,  has  it  not?  A.  That  I  can't  say.  I  don't  look 
over  the  printing  bills,  sir. 

Q.  Do  you  exercise  any  supervision  over  the  printing  or 
stationery  ?  A.  'No,  sir.  That  is  what  the  superintendent  of  the 
the  Supply  Department  is  paid  for. 

Q.  It  has  been  brought  to  our  attention  that  in  1904  the 
printing  and  stationery  expenses,  as  reported  in  your  report  of 
December  31,  1904,  amounted  to  $601,101.21  ?    A.  Yes. 

Q.  Are  you  acquainted  with  that  fact?  A.  If  it  is  in  the 
annual  report  I  have  seen  it  at  some  time  or  another,  yes. 

Q.  Did  you  read  the  annual  report  when  it  was  gotten  out? 
A.  It  is  always  submitted  to  me.     I  present  it  to  my  board. 

Q.  Do  you  sign  it?    A.  No,  I  don't. 

Q.  Who  does  ?  A.  The  auditing  committee  and  the  auditor. 
The  auditor  signs  it  first  and  then  submits  it  to  the  auditing 
committee  and  they  hand  it  to  the  president  and  the  president 
submits  it  to  his  board. 

Q.  Then  it  was  brought  to  your  attention  that  in  1903,  as 
appears  by  the  annual  report  of  that  year,  the  printing  aii3 
stationery  amounted  to  $680,849.35?  A.  Whatever  appears  in 
that  report  was  undoubtedly  reported. 

Q.  These  figures  I  should  say  are  not  taken,  as  they  are 
here,  from  the  annual  report ;  they  are  in  that  report  collated  with 
other  items,  but  were  taken  from  your  ledger,  which  was  produced 
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the  other  day.  It  also  appears  that  in  prior  years  the  amounts 
expended  for  printing  and  stationeiy  have  been  upwards  of  $500,- 
000,  and  in  1902  $627,000.  Did  you  make  any  examination  for 
the  purpose  of  ascertaining  whether  those  expenditures  were  justi- 
fied?   A.  I  did. 

Q.  What  examination  did  you  make  ?  A.  On  two  occasions  I 
came  to  the  conclusion  from  what  I  believe  miners  call  suffiice 
indications,  that  the  printing  and  stationery  bills  were  too  large, 
larger  than  I  thought  they  ought  to  be.  I  can't  distinguish  us 
between  what  incidents — as  between  the  incident  on  the  two 
different  occasions,  what  in  particular  I  did  do  either  time,  but  I 
know  that  I  waked  up  a  good  many  people  in  the  Supply  Depart- 
ment. I  had  samples  of  all  the  stationery  furnished  to  the_  com- 
pany broiight  up  into  a  room  adjoining  mine  where  they  could  all 
be  laid  out — had  quite  a  storehouse  of  them  at  one  time — samples 
of  everything  from  pins  up  to  letterheads  and  so  on,  and  I  had  the 
bills  of  it  submitted  to  me.  I  had  the  quality  of  the  goods  sub- 
mitted to  me,  and  on  one  or  other,  or  both  of  these  occasions,  I 
ordered  a  lower  grade  of  stationery  supply,  lighter  letter  paper, 
cheaper  paper  for  circulars,  and  I  also  ordered  estimates  to  be 
furnished  to  the  Supply  Department,  Mr.  Fields  in  charge,  before 
any  orders  were  thereafter  given.  I  went  quite  thoroughly 
through  it  on  one  of  those  occasions  anyway,  and  spent  consider- 
able time  on  it. 

Q.  When  were  those  occasions?  A.  Oh,  I  should  think  one 
of  them  would  be  within  three  or  four  years,  and  the  other  one 
within  five  or  six. 

Q.  Well,  did  you  notice  that  despite  that  the  printing  and 
stationery  bills  increased?  A.  I  can't  say  that  I  followed  the 
thing  up  further. 

Q.  Did  you  make  any  effort  to  ascertain  whether  your  sug- 
gestions were  adopted?  A.  Well,  I  fancy  it  was  evident  by  the 
quality  of  the  stationery  supplied  on  my  table  that  I  couldn't  help 
seeing,  but  that  is  pure  guesswork,  you  know,  Mr.  Hughes. 

Q.  But  not  on  the  outlay  ?  A.  You  know  most  of  these  things 
you  have  asked  me  are  pure  guesswork.  How  an  earth  can  I 
testify  to  these  things. 

Q.  You  can't  unless,  you  have  some  knowledge  on  the  subject. 
A.  Wo;  certainly  not. 

Q.  Who  is  Lysander  W.  Lawrence?  A.  If  that  is  his  name  — 
T  don't  know  whether  you  have  got  the  middle  name  right 

Q.  Well,  we  will  call  him  Lysander.    A.  Well,  we  will  call  hiuj 
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Lysander,  that  is  a  good  name  for  short.  He  is  the  head  of  the 
firm  of  —  yes,  that  is  right,  L.  W.  Lawrence  &  Company,  that  is 
right. 

Q.  AVho  are  the  other  members  of  the  firm?  A.  I  think  one 
of  them  is  —  who  is  that? 

MR.  ROBERT  H.  McCURDY:  I  don't  know  whether  Mr. 
Ballard  is  or  not. 

THE  WITNESS:  The  other  is  a  young  man  that  I  know  and 
I  have  forgotten  his  name  at  the  moment.  Well,  I  will  think  of 
it  presently.  It  Avill  come  to  my  mind  before  long,  but  I  have 
forgotten  for  the  moment. 

Q.  How  long  have  you  known  Lysander  Lawrence?  A.  Pos- 
sibly twenty-five  years. 

Q.  How  long  has  the  Mutual  been  buying  stationery  from  him  ? 
A.  Possibly  that  length  of  time. 

Q.  Did  you  know  his  brother,  Dwight  Lawrence?  A.  I  had  a 
slight  acquaintance  with  him  in  his  life-time,  yes. 

Q.  Was  he  clerk  of  the  Senate  in  this  State  ?    I  don't  know. 

Q.  Do  you  know  another  brother  of  his,  Anderson  Lawrence? 
A.  Never  heard  of  him. 

Q.  When  you  examined  into  the  matter  of  printing  and  sta- 
tionery, did  you  ascertain  whether  there  were  any  competitive 
bids  asked  for?  A.  I  don't  think  I  can.  I  directed  that  there 
should  be,  yes.  I  do  recollect  that  some  other  bids  were  pre- 
sented, but  whom  they  Avere  from  I  can't  tell. 

Q.  Did  you  go  far  enough  to  ascertain  that  the  bulk  of  the 
printing  and  stationery  was  furnished  by  two  concerns,  Lawrence 
&  Company  and  the  Globe  Printing  Company?     A.  No. 

Q.  Do  you  know  now  that  that  is  the  fact?  A.  From  hearsay, 
not  from  anything  else. 

Q.  Well,  from  hearsay  withia  your  office  or  within  your  com- 
pany?   A.  Oh,  yes. 

Q.  There  is  no  question  about  the  fact A.  I  don't  think 

there  is. 

Q.  That  they  have  the  great  bulk  of  the  work?  A.  I  don't 
think  there  is  any  question  about  it,  but,  as  a  matter  of  positive 
knowledge,  I  haven't  it. 

Q.  Do  you  know  whether  there  is  any  competition  between  tlie 
Globe  Printing  Company  and  Lawrence  &  Company?  A.  That 
I  don't  know  anything  about. 
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Q.  Do  you  know  who  is  in  the  Globe  Printing  Company?  A.  I 
don't  know  anything  about  it. 

Q.  Do  you  know  that  Lysander  Lawrence  is  the  treasurer  of 
the  Globe  Priming  Company?  A.  I  don't  know  anything  about  it. 

Q.  Do  you  know  that  Edgar  W.  Eogers  is  the  president  of  the 
Globe  Printing  Company?    A.  I  don't  know  anything  about  it. 

Q.  Or  Louis  F.  Ballard  is  the  secretary  of  it  ?  A.  Liuis  Bal- 
lard is  tlie  name  of  the  person  I  was  just  trying  to  think  of.- 

Q.  You  mean  that  Louis  Ballard  is  the  partner  of  Lawrence  & 
Company?     A.  The  junior  partner  of  Lawrence  &  Company. 

Q.  And  that  he  is  the  secretary  of  the  Globe  Printing  Com- 
pany ?    A.  1  don't  know  anything  about  it.    You  say  so. 

Q.  I  was  putting  is  as  an  interrogation  whether  you  knew  or 
not?    A.  JSTo. 

Q.  Has  it  ever  been  brought  to  your  attention  that  the  Globe 
Printing  Company  and  Lawrence  &  Company  are  practically 
the  same  people?  A.  'No,  I  don't  know  anything  about  it.  In 
the  first  place,  the  Globe  Printing  Company  I  don't  think  was 
ever  heard  of  before — well,  a  good  many  years  ago  I  heard  that 
a  Globe  Printing  Company  had  a  strike  in  its  office,  and  then  I 
asked  what  the  Globe  Printing  Company  was.  That  is  all  I  know 
about  it. 

Q.  Does  the  Globe  Printing  Company  do  much  work  for  other 
people  besides  the  Mutual?  A.  My  dear  sir,  excepting  you  had 
brought  it  up,  I  should  have  forgotten  that  there  was  such  a  thing 
as  the  Globe  Printing  Company  in  existence. 

Q.  Do  you  know  how  much  money  the  Mutual  Life  paid  them 
last  year?    A.  Certainly  not,  how  should  I? 

Q.  T  should  think  it  would  be  an  easy  thing  to  ascertain.  A. 
1  haven't  been  asked  to. 

Q.  You  haven't  paid  attention  to  that?  A.  What  difference 
does  it  make? 

Q.  Of  the  six  hundred  and  one  thousand  dollars  for  printing 
and  stationei-y  in  1904,  how  much  of  it  did  the  Globe  Printing 
Company  get?    A.  You  know,  but  I  don't. 

Q.  You  attribvite  too  much  to  me.  I  don't  know  exactlv.  I 
should  like  to  have  you  state.  A.  You  know  so  much,"  Mr. 
Hughes,  that  L  think  you  know  more  than  T  do  about  a  great  many 
things. 

Q.  There  are  a  great  host  of  vouchers  which  we  have  not  been 
able  to  add.  It  would  take  some  time  to  add  them  together,  and 
I  thought  it  would  save  time  if  you  could  give  me  approximately 
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the  general  statement  subject  to  correction?  A.  Do  you  think  I 
havs  had  time  to  add  them  up  in  my  head? 

Q.  ISTo.  But  I  should  suppose  that  you  knew  something  about 
it.     A.  'No,  sir. 

Q.  You  couldn't  contend  that  one  set  of  people  should  prac- 
tically control  your  printing  and  stationery  supply,  would  you? 
A.  Yes. 

Q.  Why?    A.  Because  I  should  be  the  one  that  controlled  it. 

Q.  Whd-i,?    A.  Because  I  would  be  the  one  that  controlled  it. 

Q.  Well,  do  you  control  it?  A.  Undoubtedly  the  company 
does. 

Q.  Well,  the  company,  but  you,  what  do  you  do  about  the 
control?  Do  you  see  that  they  pay  or  ask  proper  prices?  A. 
Well,  you  asked  if  any  one  person  should  control  the  printing 
and  supply  account  of  the  Mutual  Life  Insurance  Company,  and 
I  say  yes. 

Q.  Who  is  he?    A.  The  company  ought  to  control  it  itself. 

Q.  Who  represents  the  company  in  doing  it?  A.  The  Sup- 
ply Department  and  the  Committee  on  Expenditures. 

Q.  You  mean  Andrew  C.  Fields?  A.  Not  necessarily  An- 
drew C  Fields.  Andrew  0.  Fields,  as  has  been  shown,  is  away 
at  the  present  time  and  ill.  He  has  got  assistants  and  competent 
assistants,  to  carry  it  on  for  the  time  being.  The  Supply  Depart- 
ment is  an  organization,  it  is  like  a  locomotive  or  any  other 
machine  that  moves  automatically  when  the  right  man  shoves 
the  lever,  or  pulls  the  throttle,  which  ever  is  the  correct  engineer- 
ing expression. 

Q.  What  I  was  getting  at  is,  whether  it  always  moves  in  the 
?ame  direction,  and  I  want  to  know  whether  that  had  attracted 
your  attention?  A.  What?  Whether  the  Supply  Department 
moves  in  the  same  direction? 

Q.  Yes,  and  spends  a  great  deal  of  money  with  Lawrence 
&  Company  and  the  Globe  Printing  Company,  and  what  you 
have  done  about  it?  A.  I  have  done  just  what  I  have  told  you 
I  have.  I  have  tried  to  pull  up  that  question  of  expenses  and 
make  them  spend  less,  and  I  think  I  succeeded  for  a  time  at  any 
rate. 

Q.  Can  you  now  recall  more  definitely  when  that  was,  and 
the  extent  of  your  success  ?  A.  No.  Well,  I  could  if  I  went 
back  and  got  my  secretary  to  pull  out  old  memoranda  in  my 
desk.     I  cotild  probably  find  "^it,  if  it  is  important  enough  I  will. 

Q.  Here  are  the  reports:     1898,  for  printing  and  stationery, 
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$473,523.84;  1899,  $581,783.21;  1901,  $519,750.30;  1902, 
$627,984.23;  1903,  $680,849.35;  1904,  $601,101.21.  Now, 
precisely  where  did  jonr  reductions, take  effect?  A.  I  cau't  tell, 
but  it  is  entirely  within  the  realm  of  possibility  that  in  one  of 
those  years  the  expenditures  of  the  company  for  printing  and 
supplies,  except  for  my  intervention,  might  have  run  very  much 
above  the  figures  you  have  quoted. 

Q.  Do  you  recognize  the  necessity  for  intervention  and  some 
care  and  supervision  ?  A.  I  recognized — at  the  time,  as  I  say, 
I  got  the  impression  that  the  stationery  was  costing  us  too  much 
money,  and  I  looked  into  it,  as  I  testified  before;  I  looked  into 
any  department  of  the  comipany  which  to  my  miud  at  the  moment 
required  special  atention.  If  I  am  satisfied  or  think  that  every- 
thing is  going  on  all  right,  why  then  I  don't. 

Q.  The  question  was  asked  the  other  day  by  your  counsel 
whether  any  officer  of  the  Mutual  Life  in  any  way  participated 
in  the  profits  of  Lawrence  &  Company.  I  want  to  ask  you  the 
same  question  as  to  the  Globe  Printing  Company?  A.  Abso- 
lutely. 

Q.  Fot?     A.  Absolutely  not 

Q.  Has  any  officer  or  employee  of  the  Mutual  Life,  so  far  as 
you  know,  any  interest  in  the  Globe  Printing  Company?  A. 
ITot  the  slightest;  no  reason  to  suppose  it  and  don't  believe  it 

MR.  BECK:  Mr.  Hughes,  I  want  to  correct  a  misstatement 
you  made  unintentionally  in  addressing  the  witness.  I  don't 
mean  it  was  the  fault  of  an  interrogation,  but  it  was  a  statement, 
that  is  that  all  of  the  printing  and  stationery  went  to  Lawrence 
&  Company  and  the  Globe  Printing  Company.  That  is  a  mis- 
take.    It  is  not  so. 

MR  HUGHES :  I  don't  think  I  said  all.  I  think  I  said  the 
bulk  of  it. 

MR.  BECK :  K"o,  you  said  it  all  went  to  Lawrence  &  Company 
and  the  Globe  Printing  Company. 

MR.  HUGHES :  If  I  said  all  I  was  inaccurate,  but  it  is  a  very 
large  proportion  of  it. 

MR.  BECK:  While  dwelling  on  the  mistakes  of  Moses,  you 
also  said  the  expenses  for  printing  and  stationery  increased  each 
year,  while  the  figures  you  have  read  show  that  in  1904  those  ex- 
penses decreased  $80,000. 

ME.  HUGHES:  I  read  the  figures  and  they  speak  for  them- 
selves,  and  furnished  a  correction  if   any  was  .needed.     I   do 
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not  think  any  was  needed.  I  want  the  witness  to  state  just 
where  his  reduction  came  in.  Now,  if  it  came  in  in  1904  and 
the  difference  between  $680,000  and  $601,000  was  due  to  what 
he  did  in  1904,  I  would  he  very  glad  to  have  him  say  so  and 
explain. 

THE  WITNESS :  Well,  as  I  said  before,  there  is  an  improve- 
ment of  that  kind — repeat  your  figures  over.  Was  there  a  diminu- 
tion in  one  year  of  $80,000. 

Q.  There  was,  according  to  your  ledger,  from  1903  to  1904, 
and  if  that  was  the  year  you  intervened  I  should  be  very  glad 
to  know  it  ?  A.  I  don't  know  anything  about  it,  but  I  presume 
it  may  have  been. 

Q.  Was  it  ever  in  any  way  brought  to  your  attention  that  any 
moneys  were  charged  to  printing  and  stationery  that  should  not 
have  been  charged  there  ?      A.    No. 

Q.  Are  you  prepared  to  say  that  all  the  charges  to  the  print- 
ing and  stationery  account  were  for  printing  and  stationery,  so 
far  as  you  know  ?  A.  Well,  I  am  trying  to  see  just  how  I  ought 
to  answer  that  question  with  entire  justice  to  myself  as  well  as 
to  the  Committee.  I  have  no  personal  knowledge  on  the  subject, 
and  I  am  not  aware  that  I  ever  have  had  any  personal  knowledge 
on  the  subject  whatever.  I  have  a  right  to  assume  that  the 
accounts  of  the  company  are  accurate,  and  are  correct,  and  that 
is  all  I  can  say  about  it. 

Q.  You  had  no  information  to  the  contrary?  A.  No.  I  can 
say  that  with  entire  frankness. 

Q.  Do  I  understand  you  have  never  heard  of  anything  of  that 
sort?  A.  No,  sir;  yoti  do  not.  I  have  heard  all  sorts  of  rumors, 
and  I  have  read  a  lot  of  it  in  the  newspapers. 

Q.  Well,  outside  of  what  the  newspapers  may  have  said,  in 
your  office  or  in  your  connection  with  the  Mutual  Life  ?  A.  I 
never  knew  or  met  anybody  in  my  life  who  I  believe  would  make 
an  affidavit  on  the  subject. 

Q.  Without  any  affidavit  on  the  subject,  has  any  rumor  ever 
reached  you  in  the  routine  of  the  Mutual  Life  matters  that  have 
come  to  your  attention?  A.  Latterly,  during  the  progress  of 
this  investigation  I  have  heard  a  good  many  statements  of  that 
kind,  as  I  say,  unverified  and  unsupported  by  any  evidence.  But 
as  to  any  knowledge  or  information,  based  upon  the  knowledge 
of  other  people  that  there  was  anything  wrong  in  the  affairs  of 
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the  Mutual  Life  Insurance  Company,  I  have  never  had  reason 
to  believe. 

Q.  Where  did  you  hear  these  rumors  ?  A.  Oh,  my  dear  sir, 
you  can't  press  such  question  as  that;  you  can't  open  a  news- 
paper here  without 

Q.  I  am  not  talking  about  newspapers,  I  am  talking  about 
what  comes  to  your  ears  as  president  of  the  Mutual  Life  from 
persons  connected  with  the  Mutual  Life  in  the  ordinary  trans- 
actions of  your  business  at  present.  Has  anything  come  to  you 
there  ?  A.  Oh,  I  meet  the  ofBcers  of  the  company  and  the  trus- 
tees of  the  company  a  dozen  times  a  day  in  and  out.  How  can 
I  tell  every  fugitive  conversation  that  takes  place,  and  this,  that 
or  the  other  thing?  'Now,  it  is  just  as  vague  as  that.  I  am 
entirely^ — you  are  asking  an  impossibility  of  me,  Mr.  Hughes,  and 
that  I  want  to  be  entirely  sincere  about;  entirely  sincere  about. 

Q.  Do  I  understand  that  you  are  not  prepared  to  deny  that 
a  trustee  of  the  Mutual  Life  has  brought  such  a  matter  to  your 
attention?     A.  That  I  am  not  prepared  to  deny? 

Q.  Yes.  A.  I  am  not  prepared  to  assert  it,  if  that  is  what 
you  mean. 

Q.  You  say  that  it  has  not  been  done  ?  A.  No ;  I  mean  to 
say  that  the  question  may  have  come  up  at  any  time  on  this  sub- 
ject of  expenses  of  the  supply  department  or  for  stationery,  and 
all  that  sort  of  thing. 

Q.  Come  up  with  your  trustees  or  one  of  them?  A.  Oh,  I 
don't  know;  passed  in  one  ear  and  out  of  the  other;  the  chat 
that  goes  on  around  a  lunch  table  or  on  a  ferryboat  or  in  a 
cab  or  anything  of  that  sort,  the  various  whims  of  the  moment, 
and  that  sort  of  thing,  who  can  remember?  I  don't.  I  don't 
charge  my  mind  with  them. 

Q.  Well  it  was  something  important  to  charge  your  mind 
with  if  one  of  your  trustees  suggested  it,  wasn't  it?  A.  I  never 
said  one  of  my  trustees  suggested  it. 

Q.  Do  you  say  that  is  a  fact,  that  one  of  your  trustees  has 
suggested  it  ?  A.  ISTo,  no,  no.  I  say  as  a  matter  of  illustration, 
that  I  might  have  talked  to  the  —  with  the  vice-president  or 
one  of  my  trustees,  or  the  medical  director  —  hardly  with  the 
bootblack,  because  I  don't  talk  with  him. 

Q.  Well,  have  you  talked  with  the  vice-president  or  the  medi- 
cal director  on  this  subject?    A.  I  might  have. 

Q.  Recently?    A.  I  don't  know  that  that  I  ever  did. 

Q.  Have  you  talked  with  anyone  connected  with  your  com- 
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pany  on  the  subject?  A.  I  have  not,  as  a  matter  of  positive 
recollection,  knowledge  that  I  talked  with  anyone. 

Q.  What  occasioned  your  uncertainty  in  answering  my  ques- 
tion? A.  Because  —  I  have  forgotten  what  your  question  was 
now  —  I  wanted  to  think  a  moment  and  see  whether  I  had  any 
definite  recollection  of  the  matter  or  not.  I  believe  in  the  prob- 
ing business,  and  I  think  you  have  probed  pretty  thoroughly  on 
that  subject  now,  and  I  am  prepared  to  say  that  so  far  as  I 
recollect  —  not  in  that  sense  —  that  I  don't  recollect  that  I 
ever  had  any  distinct  oonversation  with  anybody  on  the  subject. 

Q.  You  won't  say  that  you  recollect  that  you  have  not  had? 
A.  Xo,  I  won't  say  that.     I  don't  recollect  it  at  all. 

Q.  ISTow,  when  this  matter  came  up,  or  in  any  way  was  brought 
to  your  attention,  did  you  institute  an  investigation?  A.  You 
are  assuming  that  it  did  come  up. 

Q.  Have  you  instituted  any  investigation  of  the  matter? 
A.  No;  I  never  have;  I  never  have  instituted  any  investiga- 
tion, excepting,  as  I  say,  I  looked  over  the  accounts  on  a  couple 
of  occasions  and  I  tried  to  reduce  the  expenses  of  the  supplies 
and  stationery. 

Q.  And  when  have  you  examined  the  accounts  of  the  print- 
ing and  stationery  department  to  see  if  any  moneys  charged 
to  that  department  had  gone  for  other  purposes?  A.  I  never 
did. 

Q.  Have  you  now  under  investigation  that  subject?  A.  No; 
not  at  all.    You  have,  I  believe.     That  is  unnecessary. 

Q.  I  would  be  very  glad  if  you  would  aid  us  in  that  particular? 
A.  What? 

Q.  I  would  be  very  glad  if  you  would  aid  us  in  that  matter. 
A.  Well,  I  am  trying  to  .aid  you  now  all  I  can. 

Q.  The  question  has  benn  raised  here  of  moneys  expended 
by  the  Mutual  Life  for  luncheons.  I  suppose  those  luncheons 
were  for  the  clerks?  A.  All  the  persons  in  the  employment  of 
the  service,  except,  I  mean,  all  those  that  are  rendering  in- 
dustrial services,  or  domestic  services,  if  you  can  call  it  that  way. 

Q.  What  do  you  mean  by  industrial  services?  A.  I  mean 
to  say  scrubwomen  and  elevator  men  and  policemen  and  en- 
gineers and  electricians  and  people  of  that  kind.  Those  we 
don't  furnish  any  lunch  to. 

Q.  How  many  on  the  average  take  lunch  in  the  Mutual  Life 
Building?     A.  I  am  informed  about  600. 
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Q.  That  is  an  average  throughout  the  year?  A.  Yes;  I  am 
so  informed.  I  know  I  kept  tally  last  December  —  I  am  al- 
ways in  the  habit  of  meeting,  and  very  glad  of  having  an 
opportunity  to  shake  hands  with  the  gentlemen  in  the  Mutual 
Life  Insurance  Company  whom  I  am  prevented  from  seeing 
at  any  other  time  of  the  year,  and  at  the  close  of  the  year  tbey 
come  up  in  the  board  room  and  I  have  a  little  reception,  and 
they  shake  hands  with  me.  I  am  very  glad  of  the  opportunity, 
and  I  had  a  tally  kept  last  year  about  the  number  that  I  shook 
bands  with  the  day  before  Christmas,  and  it  was  something  over 
TOO,  but  that  included  a  few  friends  from  out  of  town — ^I  don't 
mean  to  say  from  out  of  town,  but  from  outside  of  the  office,  whc> 
came  in,  knowing  I  was  in  the  habit  of  having  that  kind  of  a  re- 
ception, and  as  I  say,  I  had  a  tally  kept,  and  I  know  that  I  shook 
hands  vsdth  over  TOO,  and  with  the  exception  I  mentioned,  they 
were  all  employees  of  the  Mutual  Life. 

Q.  Have  you  made  any  examination  of  the  matter  for  tlip 
purpose  of  ascertaining  what  it  cost  per  head  to  feed  the 
clerks  ?     A.  I  have  heard  it  stated  to  be  about  forty  cents. 

Q.  "Who  has  charge  of  the  auditing  of  the  accounts  and  ex- 
penses for  that  purpose?     A.  I  presume  the  auditor. 

Q.  Mr.  Preller?     A.  Yes. 

Q.  Anybody  else?  A.  Why,  it  would  come  before  the  Com- 
mittee on  Expenditures. 

Q.  Do  the  officers  lunch  in  the  building?     A.  Yes. 

Q.  Is  there  a  chef  there?  A.  There  is  a  man  cook,  if  yow. 
choose  to  call  him  a  chef,  yes. 

Q.  What  is  his  salary  or  wage?     A.  I  don't  know. 

Q.  Is  there  any  stock  of  wines  kept  in  the  building?  A.  Not 
that  I  am  aware  of. 

Q.  It  has  been,  as  one  of  the  rumors  currently  reported,  that 
you  have  a  stock  of  wine  in  the  Mutual  Life  Building.  That 
is  not  true?     A.  I  believe  it  to  be  untrue. 

Q.  Don't  you  know  one  way  or  the  other?  A.  Why,  I  know, 
to  the  best  of  my  knowledge,  that  we  haven't  got  any,  but  J 
couldn't  swear  to  it.  I  don't  believe  it.  I  never  heard  that  wp 
had  a  wine  cellar,  and  I  am  informed  that  we  do  not  keep  any- 
thing of  that  kind  on  hand. 

MR.  BECK:  Mr.  Hughes,  I  spoke  to  the  caterer  about  it  at 
the  time,  and  if  you  care  to  have  this  indirect  information  I  can 
tell  yeu.     He  said  in  the  first  place,  that  there  Vras  no  wine  in 
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the  cellar;  in  the  second  place,  as  every  officer  of  the  Mutual 
Life  who  lunches  there  knows,  there  is  no  wine  served.  When 
we  were  entertaining  the  French  Chamber  of  Deputies  there 
was  a  modest  glass  of  wine  served.  As  far  as  Dr.  Parkhurst's 
terrapin  is  concerned,  I  have  never  seen  it  and  I  think  no  other 
officer  of  the  company  has. 

Q.  Is  there  anything  in  the  statement  that  the  caterer  some- 
times goes  to  Albany?  A.  (Laughing.)  That  is  a  new  one,  Mr. 
Hughes.     I  haven't  got  onto  that  yet. 

Q.  Is  there  anything  in  it?  A.  That  is  too  absurd  almost — 
I  withdraw  the  comment.     There  isn't,  so  far  as  I  know. 

Q.  Well,  I  am  very  glad  to  have  you  take  the  opportunity  of 
stamping  these  things  as  utterly  without  foundation,  if  they  havp 
none.  A.  If  you  think  that  of  sufficient  importance  to  press, 
I  will  say  it  is  an  entirely  new  suggestion  to  my  mind,  and- — I 
won't  go  further,  that  is  enough. 

Q.  Well,  you  are  prepared  to  swear  that  isn't  so?     A.  Oh,  yes. 

Q.  I  find  here  a  voucher  under  date  of  May  22,  1903,  for  the 
payment  of  ten  thousand  dollars  as  the  first  payment  under 
contract  of  that  date  to  T.  H.  Bowles.  Who  is  he?  A.  He  i? 
a  man  who  was  formerly  an  agent  of  ours. 

Q.  How  long  did  he  remain  such  agent?     A.  Several  years. 

Q.  About  how  long?  A.  Well,  may  I  see  that  voucher  ?  Has 
that  anything  to  do  with  the  period?  (Voucher  handed  witness.) 
I  suppose  that  is  aboiit  the  time  that  Eowles  settled  his  suit  against 
us.    I  don't  know. 

Q.  Aren't  you  mJstaken  in  that?     A.  Well,  very  likely  I  am. 

Q.  That  says  the  first  payment  under  contract.  It  wasn't  the 
settlement  in  the  latter  part  of  the  year  1903  ?  A.  Well,  I  don't 
know;  it  was  one  by  the  Law  Department. 

Q.  What  was  his  suit  against  you  ?  A.  Well,  as  I  recollect  it, 
he  was  removed  for  cause,  as  we  considered  it,  and  there  was  a 
dispute  over  claims  made  on  his  part  for  allowance  by  the  company 
that  the  company  didn't  recognize,  and  he  brought  a  suit  against 
us  and  he  organized  a  campaign  of  appeals  to  policyholders  and 
statements  of  a  very  misleading  character,  and  that  sort  of  thing, 
and  after  a  while  the  thing  was  settled.  I  don't  know  anything 
about  it. 

Q.  What  was  the  cause  for  which  he  was  dismissed  ?  A.  Insub- 
ordination. J 
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Q.  In  what  way  did  he  show  his  insubordination?  A.  When 
—  I  have  forgotten  the  exact  sequence  of  the  events,  but  I  think 
when  the  initiative  was  taken  and  the  effort  to  change  Bowles' 
agency  from  a  general  agency  system  to  the  managing  system, 
which  I  have  described  before,  like  some  of  the  other  general 
agents,  he  had  opposed  it.  It  is  one  of  the  difBculties  that  I  have 
had  to  deal  with,  as  I  testified  the  other  day,  for  seventeen  or 
eighteen  years.  Just  as  soon  as  you  touched  a  general  agent's 
commission  account  and  endeavored  to  save  money  in  that  way 
for  the  company  by  transferring  his  business  to  the  books  of  the 
company,  so  that  thereafter  it  should  practically  cost  the  company 
little  or  nothing,  why  just  as  soon  as  the  pockets  were  touched 
of  some  of  them  why  they  would,  like  Bowles,  make  difficulties 
of  various  kinds.  We  had  arrived  in  the  regular  and  systematic 
prosecution  of  that  effort  at  Mr.  Bowles'  agency  and  he  availed 
himself  of  the  opportunity  to  obstruct  the  attempt  to  bring  back 
the  company's  own  business  into  its  own  custody,  into  its  own 
hands,  by  addressing  a  letter  to  the  trustees  of  the  company  in 
which  the  president  was  denounced  and  a  variety  of  allegations 
were  made  which  were  distinctly  subversive  of  discipline,  and  I 
forthwith  removed  him. 

Q.  Did  he  send  a  copy  of  this  letter  to  the  different  members 
of  the  Board  of  Trustees?  A.  He  did  to  many  of  them;  I  pre- 
sume he  did  to  all. 

Q.  Did  he  place  it  with  you  before  he  sent  it  to  the  members  of 
the  Board  ?     A.  I  cannot  recollect. 

Q.  Have  yon  that  letter  or  a  copy  of  it  ?  A.  I  don't  believe  I 
have.      I  might  find  one  somewhere. 

Q.  Is  that  on  the  files  of  the  company?  A.  I  doubt  whether 
it  is. 

Q.  Why  do  you  doubt  it  A.  Because  I  don't  believe  that 
sufficient  importance  was  attached  to  it  to  place  it  on  the  files  of 
the  company. 

Q.  You  mean  it  was  destroyed  ?  A.  Well,  I  don't  know  where 
the  letter  would  —  I  wouldn't  keep  it. 

Q.  It  was  an  official  document,  wasn't  it  ?  A.  It  was  addressed 
to  me,  and  to 

Q.  As  president  ?  A.  And  I  believe  it  was  addressed  also  to 
each  member  of  the  Board. 

Q.  Wasn't  that  kept  upon  the  files  regularly  as  a  part  of  your 
correspondence  ?     A.  No,  Mr.  Hughes. 
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Q.  You  wouldn't  know  where  to  find  a  copy  of  it  now  ?  A.  No, 
I  would  not. 

Q.  You  say  that  he  made  statements  reflecting  upon  the  presi- 
dent. Did  he  charge  that  there  was  extravagance  in  the  manage- 
ment of  the  company?  A.  I  have  no  recollection  of  what  he 
charged  now.  He  probably  did.  That  is  the  kind  of  thing  they 
would  all  be  likely  to  say,  that  is  an  insubordinate 

Q.  Is  that  your  recollection,  that  he  did?  A.  An  insubor- 
dinate agent  would  be  likely  to  say  something  of  that  kind. 
I  have  no  recollection  about  it.  If  you  will  allow  rne  to  state 
the  facts,  Mr.  Hughes,  I  may  save  you  some  trouble  in  asking 
questions.  The  matter  came  up,  as  1  said  — =  T  think  I  saw  Mr. 
Bowles  once  or  twice,  and  I  didn't  want  to  have  anything  more 
to  do  with  him,  and  I  removed  him  for  insubordination.  He  then 
wrote  these  letters  that  I  told  you  about,  and  I  brought  the  matter 
up  before  the  Board,  in  a  colloquial  kind  of  way,  and  the  Board 
was  good  enough  to  refer  it  to  the  president's  power. 

Q.  Do  you  recognize  that  as  a  copy  of  his  communication 
(handing  paper  to  witness)  ?     A.  No. 

Q.  Just  look  at  it  and  see  ?  A.  No,  I  cannot  —  and  if  you  will 
allow  me  to  finish  —  and  when  they  referred  it  to  me  with  power 
I  wasn't  going  to  have  anything  more  to  do  with  him;  I  just 
signed  it  over  to  Mr.  Short  and  let  him  settle  it. 

Q.  Who  referred  it  to  you  with  power?  A.  The  Board  of 
Trustees,  imanimously. 

Q.  Did  they  read  his  letter?     A.  I  don't  believe  they  did. 

Q.  They  referred  it  to  you  without  looking  into  the  charges 
which  were  made  ?     A.  I  guess  so,  yes. 

Q.  Did  you  read  his  letter  ?     A.  No. 

Q.  And  you  discharged  him  without  looking  into  the  charges  he 
made?  A.  I  read  enough  of  them  to  know  he  deserved  it  and 
that  was  all  there  was  about  it. 

Q.  Did  you  think  it  was  a  proper  ground  for  criticising  an 
agent  who  sought  to  bring  to  the  attention  of  the  Board  that  there 
was  needless  expense  in  the  management  of  the  company  ?  A.  If 
an  agent  was  insubordinate  he  deserved  to  be  dismissed  anyhow, 
and  then,  if  ho  had  charges  of  that  kind  to  make  he  could  make 
thoni  in  some  other  way,  but  not  as  long  as  he  remained  an  agent 
of  the  company  and  the  president  had  any  authority. 

MK.  KOCrERS  :  Mr.  McOurdy,  excuse  me.  Some  of  the  mem- 
bers of  the  Committee  say  they  cannot  hear  you. 
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THE  WITl^ESS :  I  am  sorry  to  say,  as  I  endeavored  to  say 
the  other  day,  I  have  a  little  hoarseness  which  I  cannot  control,  and 
constant  speaking,  as  I  have  been  subjected  to  to-day,- increases  it 
as  the  day  wears  on.  If  I  attempted  to  use  mjy  voice  more  forcibly 
I  could  not  be  heard  as  well,  I  think. 

EY  ME.  HUGHES: 

Q.  Had  Mr.  Bowles  been  a  successful  agent  in  his  field?  A. 
Yes;  he  was. 

Q.  He  had  been  successful  first  In  the  South  and  then  in  the 
West?    A.  He  had. 

Q.  Did  he  indicat>e  his  insubordination  in  any  other  way  than 
by  bringing  to  your  attention  what  he  deemed  to  be  abuses  in  the 
management  of  the  company?  A.  He  brought  the  attention  to 
what  he  deemed,  or  confe^ssed  to  deem,  abuses  of  various  kinds,  to 
my  attention,  when  in  the  progress  of  the  desire  to  introduce  the 
change  into  the  agency  system  of  the  company,  which  had  been  in 
progress  for  a  number  of  years,  and  when  his  turn  came,  then  he 
turned  rebelliously,  if  I  may  so  speak,  insubordinately,  and  tried 
to  throw  a  handful  of  mud  at  the  administration  of  the  company. 
That  is  all  there  was  about  it. 

Q.  Well,  his  insubordination  consisted  in  the  handful  of  mud? 
A.  Well,  probably,  yes. 

Q.  And  the  handful  of  mud  was  in  this  communication?  A. 
Probably. 

Q.  And  it  involved  charges  of  extravagance  in  the  manage- 
ment of  the  company?  A.  What  —  you  have  got  it  in  your 
hand? 

Q.  Yes.  A.  I  have  not  seen  it.  What  was  the  date  of  it? 
How  long  ago  was  it? 

Q.  November   29,   1902.     A.  Yes. 

Q.  I  think  you  are  probably  right  about  that  voucher.  I 
think  it  was  1903?  A.  Yes.  This  has  brought  up  the  subject 
of  the  agency  system  of  the  company  incidentally,  and  I  want 
to  saj  a  word  or  two  very  briefly  on  that  subject  in  order  to 
prevent  a  misconception 

Q.  Will  you  postpone  that,  Mr.  McOurdy,  because  that  is 
not  the  matter  I  am  dealing  with  now?  You  will  have  a  full 
opportunity A.  If  you  -will  give  me  an  opportunity  later^ — 

Q.  Yes,  you  will  have  an  opportunity  to  deal  with  it  fully. 
A.  I  want  to  address  myself  to  that  subject,  because  left  just 
where  it  is,  it  is  liable  to  misapprehension. 
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Q.  ISTow,  I  find  in  this  paj-er,  -which  I  understand  to  be  a 
copy  of  the  letter  which  I  use  subject  to  correction,  the  follow- 
ing: "  The  management  of  the  Mutual  Life  Insurance  Com- 
pany has  disregarded  every  principle  of  sound  and  economic 
life  underwriting  to  satisfy  a  personal  ambition  to  write  a 
large  business,  and  even  to  the  extent  of  creating  a  fallacious 
business  on  the  books  of  the  company  and  in  its  sworn  annual 
statement.  It  has  employed  incompetent  men  to  fill  important 
places,  and  maintained  them  only  by  the  expenditure  of  un- 
limited sums  of  the  company's  money.  It  has  given  the  most 
important  and  remunerative  positions  in  the  government  of 
the  company  to  men  wliose  highest  recommendation,  is  their 
kinship  with  the  chief  executive."  Did  you  regard  that  state- 
ment as  an  act  of  insubordination  involving  discharge?  A.  I 
probably  should. 

Q.  Was  it  not  rather  a  statement  that  called  for  an  inves- 
tigation on  the  part  of  the  trustees  of  your  company?  A.  Not 
at  all. 

Q.  Did  it  not  bring  to  your  attention  the  question  of  the 
amount  of  profits  which  were  made  by  C.  H.  Raymond  & 
Company  and  the  advisability  of  your  looking  into  that  matter? 
A.  I  have  told  you  before  that  I  thought  the  profits  made  by 
C.  H.  Raymond  &  Company  were  legitimate,  and  certainly  no 
such  communication  as  that  would  influence  me  to  swerve  from 
my  course  of  management  of  the  Mutual  Life  Insurance  Company 
by  a  hair's  brtadth.  It  was  entitled  to  no  consideration  what- 
ever. 

Q.  Did  any  of  your  trustees  when  this  document  was  pre- 
sented containing  that  statement  ask  any  explanation  from  you 
as  to  the  relatives  of  yours  employed  in  the  company  and  their 
compensation?  A.  Nobody  ever  did.  Several  of  them  sent  me 
the  eommtmications  and  announcing  that  they  had  received  it, 
I  think  one  or  two  handed  it  to  me  in  person,  that  happened  to 
be  near,  and  I  got  two  or  three  letters  from  other  members 
of  the  Board  of  Trustees  and  that  is  all  there  was  about  it. 
I  said,  when  at  a  subsequent  meeting  of  the  boai'd,  not  long 
after,  I  thought  it  was  of  suificient  importance,  as  I  believed  he 
threatened  a  suit,  and  I  believe  he  did  begin  a  suit  to  bring 
the  matter  up  in  a  rather  informal  kind  of  way  before  the  Board 
and  they  referred  the  wliole  matter  to  me  with  power,  and 
I  thereupon  promptly  turned  it  over  to  Mr.  Short,  and  then  he 
settled  it  later  on. 
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Q.  Do  you  remember  that  one  of  Mr.  Bowles'  grounds  for 
criticizing  the  management  of  the  company  was  the  creation 
of  an  executive  special  department?  A.  I  don't  recollect  any- 
thing he  charged.  He  probably  charged  everything  he  could 
think  of. 

'  Q.  What  was  the  executive  special  department  ?  A.  I  want 
to  answer  that  in  this  way.  The  great  bulk  of  agents  of  the 
Mutual  Life  Insurance  Company  of  New  York,  the  overwhelming 
majority  of  them,  have  always  been  staunch  and  true  and  loyal 
to  the  company,  and  I  believe  they  are  to-day.  But  one  bad  egg 
in  the  platter  will  spoil  the  best  pudding  there  ever  was.  When 
I  succeeded  to  the  presidency,  I  think  I  testified  the  other  day, 
before  very  long  I  was  convinced  that  some  of  the  general  agents 
were  retaining  too  much  of  the  conmiissions  allowed  them  on 
their  business  for  future  accumulations  for  their  own  sake,  and 
not  spending  it  as  they  ought  to  do  in  prosecuting  the  new  busi- 
ness of  the  company,  and  I  endeavored  to  get  at  that  fact.  I 
found  soon  that  I  was  touching  a  very  tender  spot,  and  I  deemed 
it  unwise  at  that  time  to  prosecute  my  endeavors  to  change  that 
system  then  and  there.  I  think  I  indicated  in  my  evidence  the 
other  day  that  the  chief  competitors  of  the  company  were  then 
doing  more  annual  business  than  the  Mutual  Life  Insurance  Com- 
pany and  that  the  condition  of  the  company  was  practically  sta- 
tionary, if  not  retrograding.  I  thought  it  was  my  duty  to  change 
that  relation  of  things,  and  in  the  prosecution  of  those  efforts  my 
attention  was  drawn  here  and  there  to  what  I  believed  to  be  the 
fact,  that  the  money  allowed  for  commissions  to  some  of  the  gen- 
eral agents  was  not  being  employed  as  it  should  be  employed.  I 
found,  to  repeat,  that  it  was  a  delicate  subject  that  I  had  better 
let  alone  for  the  present,  because  what  I  was  then  after  was  the 
development  of  new  business  of  the  company.  So  that  I  felt  that 
the  United  States  of  America  was  practically  closed.  I  had  too 
many  other  things  to  do  just  then.  The  policy  contracts  of  the 
company  were  necessary  to  be  revised  and  reformed  and  made 
more  attractive,  so  that  the  agents  could  sell  them,  as  they  call  it, 
could  sell  a  class  of  manufacture  that  was  adapted  to  the  wants, 
or  the  assumed  wants,  or  the  tastes  at  any  rate,  of  a  community 
at  the  time,  and  not  the  wornout  merchandise  that  we  had  been 
dealing  in  for  some  time  before.  So,  as  I  say,  practically,  the 
United  States  was  sealed  to  me  unless  I  took  my  attention  away 
from  the  increase  of  new  business  and  devoted  it  to  uprooting 
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abuses  in  isolated  cases,  and  thus  going  back  and  around  by  vari- 
ous devices  to  the  principle  wbich  I  have  advocated  for  many 
years. 

Q.  What  was  the  executive  special  department?  A.  If  you 
\?ill  allow  me  I  will  come  to  that  In  that  attempt,  that  came 
on  later,  but  at  first  after  renewing  and  revising  the  contracts  of 
the  company  and  looking  about  to  find  out  where  I  could  de- 
velop the  business  of  the  company  without  more  friction 
than  was  wise  at  that  moment,  I  perceived  that  Europe  was 
open  to  me.  There  was  no  pre-empted  territory  there.  There 
was  no  man  with  a  contract  in  which  he  claimed  vested  rights 
either  of  territory  or  remuneration  or  anything  else.  The 
field  was  virgin,  and  yet  I  personally  had  no  knowledge  of 
the  conditions  of  the  insurance  business  in  the  countries  of 
the  old  world.  Before  taking  any  step  in  that  direction  I 
looked  at  it  in  every  aspect  that  I  could  with  very  great  doubt- 
fulness at  first,  almost  with  fear  and  trembling,  because  it 
was  an  entirely  new  field,  and  I  had  no  experience  in  that 
field  myself,  and  I  could  only  guess  at  what  the  possible  out- 
come might  be,  and  my  only  source  of  information  in  that 
respect  was  what  my  competitors  had  accomplished  in  their 
work,  what  they  paid  for  it  I  did  not  know,  how  they  got 
their  agents  I  did  not  know.  Under  those  circumstances  I 
sought  a  man  who  possessed  those  necessary  qualifications, 
and  whom  I  could  personally  rely  on,  and  the  company  could 
be  absolutely  sure  of.  I  took  my  own  son.  He  had  passed, 
.before  being  fitted  —  or  a  part  of  the  time  when  he  was  fitting 
for  Harvard  College,  he  had  been  educated  for  about  three 
years  in  Italy  and  France  and  in  Belgium,  where  they  speak 
French  and  Dutch,  too.  He  was  practically  familiar  with  those 
three  languages.  He  knew  to  a  very  considerable  degree  the 
social  customs  to  the  extent  that  any  young  man  may  observe 
them.  He  spoke,  as  I  say,  three  languages,  and  he  knew  some- 
thing, a  working  knowledge,  perhaps,  of  a  fourth,  German.  I 
knew  he  was  perfectly  acquainted  with  the  business  of  the  com- 
pany because  he  had  served  five  years  in  the  ofiice  of  Charles  H. 
Raymond  in  this  city,  the.  largest  general  agency  that  the  company 
had.  He  was  perfectly  familiar  with  the  methods,  system  and 
practice  of  the  management  of  the  Mutual  Life  Insurance  Com- 
pany in  its  agency  department.  He  did  not  need  to  be  taught 
anything.  He  was  competent  to  go  right  there,  and  more  com- 
petent than  I  was,  because  he  spoke  languages  which  I, did  not 
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speak.  I  knew  that  lie  was  perfectly  faithful  to  the  New  York 
Life  aud  I  knew  that  he  was  true  to  me,  and  I  don't  know  any 
other  man's  son  in  this  city  or  anywhere  else  who  filled  the  require- 
ments so  completely  as  the  man  that  I  appointed  then  to  establish 
agencies  abroad.  That  is  why  I  went  abroad,  i^ow,  you  may 
think  this  rather  prolix,  but  it  is  introductory  to  the  introduction 
of  the  executive  specials.  That  was  a  system  I  believe  in  vogue 
more  or  less  with  some  of  the  other  companise  where  the  terri- 
tory was  districted  out  to  general  agents,  some  of  them  claimed 
prescriptive  rights.  They  claimed  exclusively  territorial  juris- 
diction, and  1  think  the  principle,  the  practice  if  not  the  prin- 
ciple, was  recognized  in  some  of  the  other  companies,  that  they 
needed  a  stirring  up  by  a  sort  of  cohort  or  brigade  of  flying 
artillery,  men  who  were  skilled  to  present  the  advantages  of  cer- 
tain classes  of  policies  made  specially  for  them  to  men  of  wealth 
and  prominence  in  the  different  localities,  who  should  not  inter- 
fere with  the  ordinary  clients  which  the  agents  around  in  the 
country  and  tlie  town  of  his  residence  would  expect  to  gain. 
But  we  set  to  work  to  find  out  who  in  the  different  towns,  all  over 
the  United  States,  where  was  the  president  of  the  National  Bank 
in  a  certain  town  who  takes  $100,000  and  had  not  yet  been  in- 
sured in  the  company?  Where  was  such  another  man,  or  prin- 
cipal, or  what  not,  who  wanted  to  carry  $100,000,  $75,000  or 
$50,000,  whose  business  justified  it,  and  who  had  not  got  a  policy 
in  the  company,  and  if  he  had  not  got  a  policy  in  the  company, 
why  hadn't  he  got  a  policy  in  the  company,  why  had  not  the 
local  agent,  living  there  all  his  life,  or  two  or  four  or  six  or 
twenty  years,  as  the  case  might  be,  had  not  got  that  man  ?  It  was 
evident  that  if  he  had  not  got  him  up  to  that  time  he  never 
would  do  it,  and  we  were  doing  him  no  injury  to  send  a  special 
executive  down  there  to  get  that  risk,  that  he  had  never  got. 
That  was  one  of  tlie  methods  that  was  in  use  at  that  time  by  the 
Miitual  Life  and  by  the  other  companies  to  increase  its  business, 
and  with  the  purpose  of  organizing  its  permanent  agency  business 
and  infusing  new  life  into  it,  and  stimulating  the  agents,  many  of 
whom  were,  as  I  say,  most  of  them,  faithful  and  devoted  to  the 
service  of  the  company,  but  yet  for  a  variety  of  reasons  might 
have  become  inefficient  or  indifferent  or  unproductive  to  a  degree, 
and  stimulate  the  entire  business  of  the  company  with  a  kindly 
spirit  to  the  general  agents  and  local  agents  in  a  way  which  prac- 
tically would  not  interfere  with  them,  and  yet  would  stimulate 
them  to  ^renewed  efforts,  so  that  the  business  of  the  company 
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might  be  largely  enhanced.  That  was  the  reason  of  establishing 
the  special  agency  department,  precisely  as  I  have  said,  to  give 
you  the  reason  of  going  abroad,  to  try  and  do  business  in  other 
countries.  And  that  was  a  method  that  was  adopted  in  addition 
to  a  variety  of  other  proceedings  taken  by  me,  many  of  them 
attempted,  many  of  them  abandoned,  some  of  them  experimented 
with  and  found  not  to  be  adapted  to  produce  the  results  I  wanted, 
and  dropped.  So  we  started  a  special  executive  agency  de- 
partment. 

Q.  I  will  come  later  to  the  question  of  the  foreign  business. 
I  understand  what  you  mean  by  executive  specials  to  be  agents 
sent  out  specially  by  the  executive  to  get  big  business?    A.  Yes. 

Q.  Now,  it  was  Mr.  Bowles'  chai'ge  that  a  good  deal  of  that 
business  was  given  away,  was  it  not?    A.  I  don^t  know. 

Q.  Well,  you  knew  at  the  time,  does  not  that  recall  it  to  your 
memory?  A.  No,  I  do  not  recall  anything  about  his — I  disposed 
of  it  once  for  all.  I  did  not  bother  my  head  about  things  that 
somebody  else  in  whom  I  have  entire  confidence  has  undertaken 
the  charge  of  and  whom  I  know  to  be  competent  and  in  the  line 
of  their  duty. 

Q.  Have  you  no  recollection  of  the  fact  that  Mr.  Bowles  sub- 
mitted to  the  Board  of  Trustees  and  to  you  a  statement  of  the 
ratio  of  lapses  upon  the  company's  policies,  and  claimed  that  that 
statement  demonstrated  the  fact  that  a  large  part  of  the  com- 
pany's business  had  been  given  away?  A.  It  would  not  have  made 
any  difference  if  he  did.    I  should  have  assumed  that  it  was  a  lie. 

Q.  Well,  did  you  assume  it  was  a  lie  without  investigating  it? 
A.  I  presume  that  the  bulk  of  that  stuff  was  a  lie,  yes. 

Q.  Did  you  investigate  the  charge?    A.  Certainly  not. 

Q.  Did  any  of  the  trustees  ask  you  to  investigate  the  charge? 
A.  Not  one  of  them. 

Q.  Did  you  make  any  examination  to  ascertain  whether  any 
of  the  executive  specials  had  been  guilty  of  rebating?  A.  Not 
if  it  was  based  upon  any  allegations  contained  in  that  state- 
ment, no.    . 

Q.  Based  on  anything?  A.  Well,  now,  let  us  see.  It  may 
bring  up  another  subject,  and — ^yes,  I  jnay  say  in  a  general  way 
that  the  subject  of  rebating  was  one  that  has  given  very  consid- 
erable concern,  as  I  believe,  to  all  the  managers  of  the  principal 
life  instirance  companies,  I  believe  it  goes  without  saying,  that 
no  life  insurance  company  wants  to  give  away  its  premiums.  I 
do  not  suppose  that  you  or  anybody  else  would  assume  for  one 
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moment  that  a  life  insurance  company  desires  that  its  agents 
shall  share  their  commissions  with  the  puhlic,  and  thereby  inev- 
itably increase  the  amount  of  commissions  that  are  ultimately 
paid  or  agreed  upon.  The  company  does  not  want  to  do  any- 
thing of  that  kind,  and  I  believe  that  all  the  companies  discour- 
age rebating  just  as  much  as  they  can. 

Rebating  has  been  a  subject  of  frequent  consideration  and 
frequent  efforts  have  been  made  to  eliminate  it  as  a  practice 
in  the  administration,  I  think,  of  all  the  leading  companies,  and 
it  has  at  the  present  time  diminished — it  is  very  largely  dmin- 
ished,  but  it  has  not  been  entirely  diminished. 

Q.  Well,  did  you  investigate  this  in  connection  with  the  ques- 
tion of  the  executive  specials  ?  A.  JSTo,  I  never  had  that  particu- 
larly, so  far  as  I  know,  brought  to  my  attention. 

Q.  Did  you  know  that  in  the  endeavor  to  write  large  risks 
of  some  of  these  important  men  that  you  have  mentioned  there 
was  a  temptation  that  an  allowance  would  be  made  against  the 
premium?  A.  I  was  aware  of  the  fact  that  there  is  a,  constant 
attempt  made  by  people  who  are  solicitors  for  insurance  to  divide 
his  commissions  with  the  intending  applicant  or  the  applicant 
who  is  solicited  for  his  application.  And  the  agent  does  not 
want  to  give  away  his  commission,  he  wants  to  keep  it  for  him- 
self, but  the  public  insists  upon  it,  and  have  insisted  upon  it, 
and  in  a  certain  sense  the  agents  have  been  robbed  of  the  just 
reward  of  their  labor  by  being  compelled  to  reluctantly  take 
their  half  of  a  loaf  instead  of  the  whole  loaf  of  bread  to  which 
they  were  entitled.  Now,  there  has  been  a  great  injury  to  all 
the  agents  who  have  been  endeavoring  to  solicit  life  insurance 
and  earn  their  living  in  that  way,  that  they  have  been  forced 
to  divide  what  was  their  legitimate  earnings  with  the  public  that 
has  demanded  some  return  for  itself. 

Q.  Has  it  ever  been  brought  to  your  attention  that  when  a  gen- 
eral agent  has  refused  to  permit  a  rebate  that  the  matter  has  been 
taken  over  his  head  to  the  officers  of  the  company  ?     A.  What  ? 

Q.  Has  anything  of  that  sort  ever  come  to  your  attention?  A. 
Just  let  me  have  that  again. 

Q.  That  where  a  general  agent  has  resisted  the  temptation  to 
allow  a  rebate,  the  matter  has  been  taken  over  his  head  to  the  offi- 
cers of  the  company  at  the  home  office.  Has  anything  of  that  sort 
ever  occurred?  A.  Why,  it  is' not  the  general  agency  that  the 
rebate  is  demanded  of,  it  is  the  soliciting  agent,  it  is  the  man — 
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\Tnless  either  you  or  I — I  don't  understand  you  or  you  don't  undei^ 
stand  me. 

Q.  I  understand  the  general  agent  is  in  charge,  and  yet  in  im- 
portant risks  he  might  be  personally  cognizant  of  the  fact  and  he 
might  personally  have  something  to  do  with  the  writing  of  the 
insurance.  I  want  to  know  whether  it  has  ever  occurred,  so  far 
as  you  know,  that  a  matter  has  been  taken  out  of  the  general 
agent's  hands  and  a  policy  arranged  for  directly  from  the  home 
office  of  the  company?     A.  ISTo. 

Q.  !N^o thing  of  that  sort  has  occurred?     A.  'Eo. 

Q.  When  Mr.  Bowles  made  the  charge  that  these  executive 
specials  were  not  getting  100  cents  on  the  dollar  in  selling  insur- 
ance as  they  put  it  popularly,  did  you  think  that  was  a  ground  for 
removing  him  ?     A.  For  removing  Mr.  Bowles. 

Q.  Yes.  A.  I  don't  think  that  he  put  anything  of  that  kind  in 
this  paper — I  don't  think  I  read  far  enough.  I  know  he  was  defy- 
ing the  order  of  the  president  of  the  company,  and  I  had  authority, 
if  I -did  not  possess  it  inherently,  I  had  it  by  specific  authority 
from  the  by-laws  to  dismiss  any  general  agent,  and  I  removed 
him  on  the  spot. 

Q.  What  authority  of  yours  had  he  defied  ?  A.  He  defied  my 
authority  as  president  of  the  company. 

Q.  In  what  respect  ?  A.  That  letter  itself  was  enough  to  cause 
the  removal  of  any  general  agent,  and  no  president  of  any  com- 
pany who  had  such  an  insurrectionary  document  as  that,  contain- 
ing all  sorts  of  charges  against  himself  and  the  managers,  whether 
true  or  false,  could  maintain  his  position  in  self  respect  for  one 
moment  if  he  did  not  dismiss  him. 

Q.  You  do  not  mean  to  say  that  if  a  general  agent  brings  to 
you  his  belief  that  there  are  abuses  in  the  management  of  the 
company  which  should  be  corrected  and  requested  you  to  rectify 
them,  that  you  would  treat  that  as  a  ground  for  dismissal  ?  A.  I 
deny  his  belief. 

Q.  You  do  not  mean  you  would  dismiss  him  for  such  a  thing 
as  that  ?  A.  I  mean  to  say  when  Bowles  did  that  I  dismissed  him 
and  he  ought  to  have  been  dismissed  long  before.  It  would  have 
saved  me  trouble  if  I  had  dismissed  him  long  before. 

Q.  Were  you  aware  that  he  had  gone  to  considerable  pains  to 
establish  his  allegations  by  presenting  a  series  of  tables  compiled 
from  your  records  ?     A.  Why,  I  don't  know. 

Q.  You  did  not  pay  any  attention  to  that?  A.  He  had  a  lot 
of  figTires  there — why,  I  think  I  did.  I  am  trying  to  recollect 
48 
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if  you  will  give  me  a  moment.  Why,  yes,  that  was  the  part  I 
thinli — I  realized  it  later,  I  don't  think  I  did  at  first — I  think  that 
was  a  part  of  their  scheme  to  make  trouble  from  the  beginning. 
And  he  came  to  ISTew  York  and  professed  to  have  a  lot  of  facts 
that  he  had  dug  up,  from  the  report  to  the  company,  and  he  said 
or  assumed  that  I  did  not  know,  and  he  wanted  to  inform  me 
about  them.  So  I  think  I  said  to  him:  "Why  go  ahead  and 
put  them  in  shape  and  let  me  see  what  they  are.  I  will  be  glad 
to  know  it."  At  that  time  he  was  general  agent  of  the 
company,  although  he  was  beginning  to  show  signs  of  a  desire 
to  make  trouble,  but  the  time  had  not  come 'yet,  and  I  did  say  to 
him,  yes,  put  your  things  together  and  let  me  see  what  they  are. 

Q.  And  when  he  did  put  them  together  and  submitted  them  to 
you,  you  discharged  him  the  next  day  ?    A.  Oh,  no,  not  at  all. 

Q.  What?    A.  Not  at  all,  not  at  all. 

Q.  How  long  did  you  have  this  paper  before  you  told  him  he 
was  dismissed?    A.  I  think  some  months. 

Q.  What?    A.  Some  months. 

Q.  You  are  now  thinkiiig,  I  guess,  of  your  original  interview, 
and  perhaps  it  would  refresh  your  recollection  if  it  were  suggested 
that  after  the  interview  in  which  he  asked  for  an  opportunity  to 
present  the  matters  and  you  said  that  you  would  be  glad  to  re- 
ceive them,  a  considerable  period  elapsed,  and  finally  I  think  he 
sent  it  to  you  and  then  you  discharged  him  at  once,  did  you  not? 
A.  ISTo,  I  think  not.  No,  I  think  not.  It  was  not  in  consequence 
of  his  complying  with  what  I  asked  him,  to  go  and  produce  some 
figures. 

Q.  No,  but  because  of  his  production  of  this  statement  ?  A. 
Well,  the  fact  is,  Mr.  Hughes,  this  is  one  of  a  great  many  trans- 
actions that  take  place  in  a  company  like  the  Mutual  Life,  and  the 
exact  sequence  of  events  I  do  not  know.  The  fact  is  that,  as  a 
kind  of  resort  to  keep  him  quiet,  I  may  have  told  him,  "  Oh,  get 
your  figures  in  writing  and  I  will  see  what  they  are."  And  then 
they  came  along,  and  I  think,  as  my  recollection  is,  as  I  always  go, 
I. was  not  going  to  act  to  investigate  all  those  facts  and  figures  at 
all;  I  could  not  do  it. 

Q.  You  did  not  read  it  at  all?  A.  Oh,  yes,  that  first  one,  and 
T  turned  it  over  to  the  actuary,  I  guess. 

Q.  Did  you  read  this  statement  we  have  been  talking  alwut? 
A.  I  did  not  read  that  big  thing. 

Q.  Well,  this  is  the  big  thing  he  submitted.  A.  No,  I  think 
there  was  a  paper  before  that.     As  I  recollect,  he  got  up  some- 
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thing  —  I  never  asked  tim  to  get  it  up  —  if  I  had  asked  him  to 
do  a  thing  of  that  kind  I  would  have  been  crazy. 

Q.  Well,  whatever  was  done  about  it,  when  he  was  discharged 
it  was  followed  by  a  policyholders'  movement,  was  it  not?  A.  No. 

Q.  What  did  happen?    A.  By  Bowles'  movement. 

Q.  Well,  by  Bowles'  movement •  among  the  policyholders?  A. 
Yes. 

Q.  To  which  the  policyholders  to  some  extent  responded?  A.  I 
don't  know  about  that 

Q.  Well,  you  got  a  number  of  letters,  didn't  you  ?  A.  I  doubt 
it,  I  doubt  it.    I  guess  we  got  some. 

Q.  Well,  there  ha^  been  no  other  movement  of  this  sort  in 
many  years,  has  there?    A.  No. 

Q.  This  is  the  only  one?    A.  Yes. 

Q.  And  you  know  a  good  many  policyholders  got  together  and 
had  a  secretary  and  had  a  number  of  meetings?  A.  No,  I  don't 
know  anything  about  it. 

Q.  You  don't  know  anything  about  it?  A.  No.  Mr,  Bowles 
got  a  man,  a  lawyer,  a  very  reputable  man,  Mr.  Usher,  I  think, 
and  he  had  a  perfect  right  to  become  counsel  for  Mr.  Bowles  in 
iiny  proceeding  of  what  he  deemed  to  be  of  a  legitimate  nature, 
but  I  think  they  undertook  to  get  up  a  policyholders  movement, 
but  I  do  not  think  they  did  to  any  great  extent. 

Q.  Well,  to  some  extent?    (No  reply.) 

Q.  (Handing  paper.)  Do  you  recognize  that  collection,  for 
example,  of  policyholders'  letters?  A.  I  don't  know  anything 
about  this  thing. 

Q.  Ever  see  it  before  ?  A.  It  is  not  attested  to  by  anybody  and 
not  verified  by  anybody.  It  professes  to  be  a  compound  litho- 
graph and  printed  thing.     1  do  not  know  anything  about  it. 

Q.  Do  you  recognize  that  (handing  paper)  ?  A.  I  do  not  know 
anything  about  it. 

Q.  Now,  does  it  bring  to  your  recollection  at  all  that  there 
was  some  movement  among  the  policyholders  ?  A.  Not  any  move- 
ment that  Bowles  did  not  start. 

Q.  Well,  why  did  you  settle  the  suit  ?    A.  Settle  the  suit  ? 

Q.  Yes.  A.  Well,  I  do  not  want  to  be  disrespectful  to  the 
Committee,  but  I  think  a  farmer  is  justified  in  buying  a  rifle  to 
shoot  a  skunk  instead  of  engaging  him  at  close  quarters. 

Q.  Well,  there  were,  some  disagreeable  consequences  antici- 
pated, I  take  it  from  your  metaphor  ?    A.  There  would  have  been 
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some  disagreeable  consequences,  it  was  better  to  reach  him  at  long 
distance  by  rifle  bullets. 

Q.  So  it  was  only  to  get  rid  of  his  troublesome  agitation? 
A.  Well,  to  get  rid  of  him,  not  so  much  troublesome  agitation, 
but  to  get  rid  of  the  man. 

Q.  Well,  I  suppose  the  man  and  the  agitation  were  largely 
identified,  were  they  not?  A.  Why,  the  agitation,  so  far  as  it 
went  at  all,  was  due  to  the  man  himself.  That  was  all  there  was 
to  that. 

Q.  Before  leaving  this  matter  of  the  vouchers  that  we  were 
talking  about  a  while  ago,  Mr.  Fleming  called  my  attention  to 
this  voucher,  recommended  for  payment  by  Mr.  Fields,  one  of 
January  7,  1904,  $1,175,  signed  by  James  O.  Lawrence,  do  you 
know  who  he  is  ?  A.  No,  I  don't  know  him  at  all.  You  spoke  of 
Mr.  Fleming.    Would  you  mind  pointing  out  who  Mr.  Fleming  is  ? 

Q.  He  is  my  assistant  counsel.  A.  I  know  he  is  but  I  have 
not  had  the  pleasure  of  meeting  him. 

Q.  Do  you  know  Louis  F.  Murray?    A.  !N"o. 

Q.  There  seems  to  have  been  a  payment  of  $350  in  January, 
1904,  recommended  by  Mr.  Fields  ?    A.  ISTo,  I  don't  know  him. 

Q.  There  is  another  matter  that  is  pertinent  to  the  subject  we 
were  discussing  early  in  the  morning.  Do  you  recall  a  time  when 
the  Mutual  Life  took  very  decided  action  in  opposition  to  Ton- 
tine policies?    A.  Yes. 

Q.  Were  you  an  officer  of  the  Mutual  Life  at  the  time  ?  A. 
Yes. 

Q.  Did  you  approve  of  that  action?  A.  ~No,  in  a  qualified 
sense,  so  far  as  I  understand  the  principle  of  the  tontines  then, 
there  were  objectionable  features  to  it  that  were  not  inherent  iu 
the  mere  system  of  deferring  dividends.  Have  you  anything  in 
your  hand  which  will  refresh  my  memory  ? 

Q.  I  was  going  to  call  your  attention  to  this,  which  I  have 
received  as  a  facsimile  of  a  circular  issued  by  a  Mutual  Life 
Insurance  Company,  through  Byron  Sherman,  agent  in  St.  Louis. 
A.  In  what  year  ? 

Q.  It  does  not  give  the  date,  but  F.  S.  Winston  was  presidenl^ 
so  it  must  have  been,  I  take  it,  before  1885.    A.  Yes. 

Q.  And  it  bears  this,  which  purports  to  be  a  facsimile  of  the 
original  statement :  "  The  Mutual  Life  Insurance  Company  of 
New  York  issues  all  kinds  of  legitimate  life  and  endowment  poli- 
cies and  the  premium  rates  are  lower  than  those  of  any  mutual 
company  in  the  world,  but  it  does  not  issue  tontine  policies,  nor 
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encourage  any  one  to  engage  in  tlie  tontine  game.  The  principle 
of  the  game  is  to  rob  the  unfortunate  by  canceling  their  policies 
■\vithout  consideration  when  it  is  found  impossible  to  raise  tlTe 
money  for  premiums. 

"  And  the  object  of  the  game  is  alleged  to  be  the  opportunity 
for  companies  which  pay  very  small  dividends  to  conceal  the  fact 
for  a  term  of  years  called  a  '  tontine  period.'  We  advise  every 
man  to  be  aware  of  any  company  which  engages  in  the  tontine 
game."    A.  Yes. 

Q.  Was  that  ever  put  out  by  the  Mutual  Life  Insurance  Com- 
pany in  the  first  place?  A.  -I  don't  believe  it  ever  was,  because 
it  is  not  the  style  of  composition  that  either  I  or  my  predecessor 
have  been  in  the  habit  of  using. 

Q.  Was  that  official  attitude,  leaving  out  the  unfortunate 
rhetoric  of  the  statement,  and  taking  simply  the  substance  of  it, 
was  that  the  attitude  of  the  Mutual  Life  at  that  time  ?  A.  I  do 
not  tliinlc  it  was. 

Q.  What  was  your  attitude  when  you  were  vice-president  a^i 
to  deferred  dividend  policies?  A.  My  attitude  was  to  obey  the 
orders  of  my  superior  ofiicer.  I  told  you  the  other  day  that  in 
his  prime  my  predecessor  was,  I  think,  generally  admitted  to  be 
the  ablest  man  in  the  business,  but  that  he  could  not  help  growing 
old,  and  as  he  grew  old  he  was  perhaps  a  little  more  incapable 
of  duly  considering  or  adopting — ^I  will  put  it  rather — of  adopt- 
ing new  ideas  and  practices.  He  was  opposed  to  the  tontine 
business,  which  was  an  entirely  different  thing,  as  it  was  origin- 
ally presented,  from  the  modem  deferred  dividend  policy. 

Q.  Yes,  you  refer  now  to  the  forfeiture  feature?  A.  Tie 
early  forfeiture  feature  and  classification  of  lists. 

Q.  What  did  you  mean  when  you  said  a  moment  ago  "  in  a 
qualified  sense  "  you  were  opposed  to  it  ?  A.  What  was  the  ques- 
tion? 

Q.  When  I  asked  you  as  to  your  attitude  toward  tontine  poli- 
cies years  ago?     A.  My  individual  attitude? 

Q.  You  said  something  about  in  a  qualified  sense.  A.  I  have 
forgotten  what  the  question  was. 

Q.  The  question  was  whether  you  are  opposed  to  tontine  poli- 
cies.    A.  Why,  I  or  the  Mutual  Life? 

Q.  You.  A.  I  was  a  subordinate  officer  and  I  wore  a  lieu- 
tenant's uniform  and  epaulettes,  and  I  carried  out  the  orders  of 
my  own  superior  officer. 
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Q.  What  was  your  own  judgment?     A.  My  superior  officer 

opposed 

■  Q.  What  was  your  own  judgment  ?  A.  My  idea  was  that  if 
the  Mutual  Life  had  adopted  the  policy  at  the  time  The  New 
York  Life  and  the  Equitable  did  it  would  have  left  them  so  far 
behind  that  they  would  only  have  been  a  speck  of  smoke  on  the 
horizon.  That  was  my  judgment  at  the  time,  but  my  loyalty  to 
my  superior  officer  prevented  me  from  urging  it  to  him.  His 
mind  was  set  on  it,  and  he  did  not  like  it. 

Q.  You  have  not  changed  your  opinion  in  regard  to  that?  A. 
^  have  not.  I  may  have  signed  official  documents,  as  I  would,  sup- 
porting the  policy  of  loyalty  to  my  superior  officer,  as  long  as  he 
was  in  charge. 

Q.  Does  that  loyalty  to  superior  officers,  and  absolute  recog- 
nition of  their  right  to  control  the  policy  of  the  company,  still 
obtain  in  the  Mutual  Life  ? '    A.  I  think  it  does. 

Q.  You  were  mentioning  a  little  while  ago  the  considerations 
which  led  you  to  start  a  foreign  business?     A.  Yea. 

Q.  And  the  circumstances  which  led  you  to  put  your  son  in 
charge  of  the  foreign  business  ?    A.  Yes. 

Q.  What  led  you  to  give  him  a  commission  of  five  per  cent? 
A.  At  that  time  any  form  of  commission  was  experimental  and 
tentative.  We  did  not  know  what  any  of  the  other  companies, 
that  is,  the  ISTew  York  Life  and  the  Equitable,  were  paying  their 
agents  abroad.  We  did  not  know  what  was  necessary  to  get  the 
business  over  there,  and  what  it  was  necessary  to  pay  sub-agents 
or  anything  of  the  kind.  Five  per  cent  commission  on  collec- 
tions, I  guess,  was  one  of  the  residuums  of  my  experience  as  a 
little  collecting  lawyer  in  early  days.  I  think  that  was  about  the 
amount  then. 

Q.  It  does  not  extend  to  large  amounts,  does  it  ?  A.  There 
were  no  large  amounts  then. 

Q.  Then  it  was  a  dangerous  subject  to  generalize  from?  A. 
Well,  it  was  found  five  per  cent  did  apply  to  large  amounts  it 
was  cut  down,  but  that  is  more  pleasantry  than  anything  else. 
To  come  down  to  the  facts,  it  was  experimental.  Nobody  in  the 
Mutual  Life  knew  what  to  charge,  what  the  business  was  likely 
to  be  or  likely  to  cost,  and  we  fixed  it — somebody  did — I  did  not — 
I  do  not  hesitate  to  say  that  I  had  a  natural  feeling  of  delicacy 
about  it  and  I  preferred  my  associates  should  legislate  on  a  question 
of  that  kind  and  not  myself. 
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Q.  Who  did  fix  it?  A.  To  the  best  of  my  recollection,  when  I 
determined,  or  when  the  Board  determined — I  should  say,  I  don't 
like  to  fall  into  the  habit  of  using  the  pronoun  in  the  first  person 
too  much — ^but  when  the  Board,  in  the  project  of  establishing 
biisiness  abroad,  in  the  open  Board,  two  or  three  times,  deter- 
mined to  go  there  and  authorized  it,  I  think  I  appointed  a  com- 
mission to  consider  and  to  lay  down  the  conditions  upon  which  the 
business  should  be  established,  and  the  general  agency  operated. 
That  consisted,  to  the  best  of  my  recollection  now,  of  Mr.  Robert 
Sewell,  who  was  one  of  the  counsel  of  the  company,  and  a  member  ■ 
of  the  agency  or  Insurance  Committee,  I  have  forgotten  which,  I 
think  the  Agency  Committee,  I  think  it  consisted  of  the  auditor, 
Mr.  Waterhouse,  he  was,  he  is  not  living  any  longer  now,  and  he 
had  had  very  considerable  experience  in  various  branches  of  the 
company,  and  somebody  else,  that  I  cannot  name  just  at  present. 

Q..  Mr.  Sewell  was  Mr.  Pierce's  partner?  A.  Yes,  he  had  been 
in  early  days. 

Q.  And  counsel  to  the  company.  Who  was  Mr.  Waterhouse? 
A.  He  was  the  auditor  of  the  company.  He  had  been  successively 
as  bookkeeper  and  secretary,  T  think,  and.  Well — he  had  grown  up 
from  his  school  days.  His  father  was  the  first  clerk  that  the 
Mutual  Life  Insurance  Company  ever  had  employed  and  he  grew 
up  as  a  little  boy  in  the  company. 

Q.  You  do  not  mean  to  say  that  you  left  to  the  auditor,  and  to 
a  lawyer  who  was  maintained  as  counsel  to  your  company,  the 
fixing  of  your  son's  compensation?  A.  As  a  temporary  and  exp  r- 
imemtal  thing,  why  not?    Who  coiild  1  find? 

Q.  Well,  did  you,  whether  it  was  a  good  thing  or  not,  that  is 
the  fact?  A.  It  was  the  fact  that  I  did  leave  it  to  them,  and  I  don't 
know  of  anybody  else  at  the  time  to  look  into  it  or  attend  to  it. 

"  Q.  Did  it  occur  to  you  that  this  business  might  be  successful? 
A.  If  I  had  not  thought  so-I  would  not  have  gone  into  it. 

Q.  Did  it  occur  to  you  that  you  should  fix  a  limit  over  which 
the  compensation  should  not  go,  that  he  should  ha'/e  five  per  cent, 
up  to  twenty-five  thousand  dollars  a  year,  that  would  be  a  pretty 
good  compensation?  A.  You  don't  know  what  you  are  talking 
about,  Mr.  Hughes. 

Q.  Well,  what  was  the  period?  A.  When  was  the  foreign  bus- 
iness started? 

jyiR.  BECK:    1886. 
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THE  WITJSTESS:  1886,  that  would  have  been  about  nine- 
teen years  ago. 

Q.  Tour  son  had  been  out  of  college  about  five  years?  A.  I 
think  six  years. 

Q.  IHd  it  occur  to  you  that  if  this  business  was  suc<3essful  that 
those  commissions  would  run  into  very  high  figures?  A.  It  would 
not  be  improper — improbable. 

Q.  Thinking  of  that,  why  did  you  not  fix  a  maximum  sum  be- 
yond which  the  compensation  should  not  go,  at  a  dial  mark  which 
you  thought  under  all  the  circumstances  was  sufficient?  A.  Be- 
cause I  am  neither  omniscient  nor  infallible,  I  do  not  claim  either 
quality. 

Q.  You  think  it  would  have  been  a  good  thing  to  do,  had  you 
thought  of  it?  A.  I  stop  my  answer  right  there.  I  did  my  best 
under  the  circumstances,  as  I  always  tried  to  do. 

Q.  Did  you  contemplate  at  the  time  that  your  son  took  charge 
of  the  foreign  business  that  it  would  be  as  lucrative  as  it  proved 
to  be?  A.  I  did  not  know  anything  about  it  at  that  time.  It 
was  pure  experiment  and  pure  hazard.    IsTobody  could  know. 

Q.  Why  did  not  you  give  him  a  salary  justified  by  his  experi- 
ence, and  take  the  risk  of  it  as  a  company,  and  also  take  the  risk 
of  making  a  great  deal  for  the  company?  A.  I  have  no  doubt,  that 
if  you  had  been  president  of  the  company  at  that  time,  you  would 
have  done  a  good  many  things  that  I  would  never  have  dared  to 
do. 

Q.  You  had  the  compensation  of  your  son  entirely  in  your  own 
control,  did  you  not?  A.  You  can  ask  me  a  lot  of  questions  about 
that  thing  until  the  shades  of  night  fall.  All  I  can  say  is  that 
I  did  the  best  that  I  knew,  that  my  experience  and  my  conscience 
indicated  I  ought  to  do,  and  I  believe  that  it  was  right  and  just 
under  the  circumstances  now. 

Q.  And  you  have  no  further  explanation  to  make?  A.  And 
I  have  no  further  explanation  to  make  of  things  that  occurred 
eighteen  years  ago. 

THE  CHAIRMAN':  The  meeting  to-morrow  will  take  place  in 
the  Aldermanic  Chamber  at  10.30  A.  M.  AU  witnesses  who  have 
been  subpoenaed  for  to-day  are  requested  to  be  present  at  10.30 
o'clock  to-morrow  morning. 

(Adjourned  to  October  18th,  1905,  10.30  A.  M.) 


ALDEEMANIC    CHAMBEE, 
City  Hall,  I«[ew  Yoek  City. 

October  18th,  1905. 

The  Committee  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

FEANK  B.  JOED  AN,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows : 

BY  ME.  HUGHES: 

Q.  Where  do  you  reside  ?     A.  58  West  88th  Street. 

Q.  What  is  your  occupation?      A.  Fire  insurance  and  real 
estate. 

Q.  Where  is  your  office  ?     A.  120  Broadway. 

Q.  How  long  have  you  been  in  that  business?      A.  Fifteen 
years. 

Q.  Are  you  the  son  of  Thomas  D.  Jordan  ?     A.  I  am. 

Q.  Formerly  Comptroller  of  the  Equitable  Life  Assurance  Soci- 
ety?    A.  Yes. 

Q.  Where  is  your  father  ?    A.  I  don't  know. 

Q.  When  did  you  last  see  him  ?     A.  I  saw  him  Labor  Day. 

Q.  Where  did  you  see  him?     A.  At  his  home  in  Englewood. 

Q.  Have  you  had  any  communication  with  him  since?      A.  I 
have  not,  no,  sir. 

Q.  Is  he  at  his  home  in  Englewood  ?     A.  He  is  not. 

Q.  When  did  he  leave  there  ?     A.  He  left  there  Tuesday. 

Q.  This  week?      A.  After  Labor  Day. 

Q.  Tuesday  after  Labor  Day  ?     A.  Yes,  sir. 

Q.  Where  did  he  go  ?     A.  I  don't  know. 

Q.  Who  else  is  at  his  home  in  Englewood  ?     A.  A  caretaker. 

Q.  Did  your  father  speak  to  you  about  his  going  away  ?     A.  He 
did  not. 

Q.  How  do  you  know  he  went?     A.  He  never  stated  to  me 
that  he  was  going  away. 

Q.  How  do  you  know  he  is  gone  ?     A.  Well,  I  know  that  he  is 
away. 

Q.  How  do  you  know  it  ?     A.  Well,  I  have  not  seen  him. 
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Q.  Have  you  tried  to  find  him  ?     A.  I  have  not,  no,  sir. 

Q.  Have  you  been  over  to  the  house  in  Englewood  ?  A.  Yes, 
sir. 

Q.  Found  it  in  the  hands  of  a  caretaker  ?     A.  Yes,  sir. 

Q.  Was  that  a  surprise  to  you?      A.  A  surprise? 

Q.  Yes.  A.  Why,  arrangements  had  been  made  for  a  care- 
taker. 

Q.  In  your  father's  absence  ?     A.  Every  year,  yes,  sir. 

Q.  Where  does  your  father  live  in  New  York,  does  he  have  any 
residence  in  l^ew  York?     A.  58  West  88th  Street. 

Q.  The  same  residence  as  yourself?     A.  Yes,  sir. 

Q.  When  was  he  last  there?     A.  He  was  there  on  June  15th. 

Q.  When  was  he  last  at  1 20  Broadway?     A.  That  I  don't  know. 

Q.  When  did  you  last  see  him  there  ?  A.  I  saw  him  there  in 
the  fore  part  of  July. 

BY  THE  CHAIKMAN: 

Q.  Do  you  know  of  anyone  who  has  communicated  or  heard 
from  your  father  since  Labor  Day  ?     A.  I  do  not,  no,  sir. 

BY  MR.  HUGHES: 

Q.  Where  do  you  forward  his  mail?  A.  I  do  not  forward  his 
mail. 

Q.  Any  mail  received  for  him  at  58  West  88th  street?  A.  At 
my  house? 

Q.  Well  at  the  house  where  you  say  he  lives  when  in  the  City?' 
A.  Mail  is  received  there,  yes,  sir. 

Q.  Eor  him?    A.  Eor  him,  yes,  sir. 

Q.  What  is  done  with  it?     A.  It  is  left  there. 

Q.  Accumulating?     A.  Yes,  sir. 

Q.  Any  mail  received  by  you  addressed  to  your  father  af  120 
Broadway?    A.  Not  to  me,  no.  sir. 

Q.  Have  you  seen  any  such  mail?    A.  No,  sir. 

Q.  You  don't  know  where  mail  is  forwarded  from  there? 
A.  No,  sir. 

Q.  Do  you  know  whether  your  father  is  alive?  A,  1  presume 
he  is.    I  am  not  positive. 

Q.  But  you  have  no  right  to  presume  so?  A.  I  hope  he  is 
alive. 

Q.  You  don't  know  anything  about  it?     A.  No. 

Q.  Has  your  father  a  family  besides  yourself?     A.  One   yes 
sir. 
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Q.  Brother  or  sister  ?    A.  I  have  a  sister,  yes,  sir. 

Q.  Where  does  she  live?    A.  Up  in  Harlem. 

Q.  What  is  her  number?    A.  I  really  don't  know  the  number. 
I  cannot  recall  now. 

Q.  When  did  you  forget  it?    A.  I  don't  know,  I  really  don't 
know  the  number. 

Q.  Any  other  member  of  your  family  besides  you  and  your 
sister?    A.  No,  sir. 

Q.  What  is  the  name  of  the  sister?     A.  Mrs.  Edward  O'Brien. 

Q.  Is  her  husband  living?     A.  Yes,  sir. 

Q.  What   is   her   maiden   name?      A.  Her   maiden   name    is 
Elizabeth. 

Q.  Has  your  father  a  wife  living?    A.  Yes,  sir. 

Q.  Where  does  she  live?     A.  58  West  88th  Street. 

Q.  Is  she  there?    A.  No,  sir. 

Q.  When  did  you  last  see  —  is  she  your  mother  or  your 
father's  A.  My  mother. 

Q.  When  did  you  last  see  Mrs.  Thomas  D.  Jordan  ?  A.  I  saw 
her  the  day  before  Labor  Day  —  or  Labor  Day,  at  least. 

Q.  At  Englewood?    A.  Yes. 

Q.  You  have  not  seen  your  mother  since?    A.  No. 

Q.  Have  you  had  any  communication  with  your  mother? 
A.  No. 

Q.  Written  to  her?    A.  No. 

Q.  Has  she  written  to  you?    A.  No. 

Q.  Has  your  sister  written  to  her?     A.  I  don't  know. 

Q.  Has  your  sister  received  any  word  from  her?  A.  I  don't 
know. 

Q,  Or  your  father?    A.  I  don't  know. 

Q.  Do  you  mean  to  say  that  you  have  not  any  idea  where  your 
father  or  mother  are?     A.  No,  sir,  I  do  not. 

Q.  Do  you  know  whether  either  of  them  is  living  or  dead? 
A.  No,  sir. 

Q.  Did  you  have  any  talk  with  your  mother  about  her  going 
away?    A.  No,  sir. 

Q.  Did  not  know  that  she  contemplated  going  with  your 
father?     A.  No,   sir. 

Q.  You  talked  with  them  on  Labor  Day  without  any  mention 
of  the  fact  that  they  were  going  to  leave?  A.  They  said  nothing 
to  me. 

Q.  And  you  said  nothing  to  them?    A.  No. 

Q.  Do  you  know  any  reason  why  they  should  go  away  in  that 
way  ?    A.  I  do  not  know  any  reason,  no,  sir. 
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BY  ME.  TULLY: 

Q.  You  want  to  be  fairly  understood  as  testifying  upon  your 
oath  that  you  don't  know  where  your  father  and  mother  are  nor 
have  you  known  for  six  weeks?  A.  I  do  not  know,  and  I  am 
answering  that  question  truthfully,  I  don't  know  where  they  are. 

BY  ME.  HUGHES: 

Q.  Do  you  know  anybody  who  does  know?     A.  "No. 

Q.  Have  you  taken  any  steps  to  find  out?     A.  No,  I  have  not. 

Q.  Has  your  father  got  any  secretary  or  assistant  clerk?  A. 
I  don't  know  of  any,  no,  sir. 

Q.  If  you  wanted  to  know  where  your  father  was  is  there 
anybody  you  could  inquire  of?     A.  No,  sir,  I  don't  know. 

BY  ME.  WEMPLE: 

Q.  Has  your  father  any  business  that  called  him  away  that 
you  know  of?  A.  I  know  he  has  several  interests  throughout, 
the  country.     I  don't  know  what  they  are. 

Q.  Has  a  similar  occasion  ever  occurred  before,  his  going  awav 
and  staying  this  length  of  time  without  your  knowledge?  A.  He 
goes  away  on  trips,  yes,  sir. 

BY  ME.  HUGHES: 

Q.  You  will  remain  under  the  subpoena  of  the  Committee 
and  in  attendance  when  we  call  for  you.     A.  Yes. 

JGHlSr  J.  CUNNINGHAM,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Where  do  you  reside?     A.  Dobbs  Ferry,  New  York. 

Q.  What  is  your  occupation?  A.  I  am  a  clerk  of  the  New 
York  Insurance  Department. 

Q.  How  long  have  you  been  employed  in  the  New  York  State 
Insurance  Department?     A.  Since  1895. 

Q.  In  what  capacity?     A.  Examiner. 

Q.  What  do  you  do  as  examiner?  A.  Well,  I  am  detailed  to 
the  New  York  office.- 

Q.  What  do  you  do  there?  A.  Check  up  reports  and  filft 
them  and  when  they  are  being  made,  to  check  up  the  figures 
and  see  that  they  are  correct  and  so  forth,  and  attend  to  the 
duties  generally. 
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Q.  Do  you  know  Andrew  0.  Fields?     A.  Yes,  sir. 

Q.  How  long  have  you  known  him?  A.  I  think  about  twenty 
years. 

Q.  Are  you  a  neighbor  of  his  in  Dobbs  Ferry?     A.  Yes,  sir. 

Q.  Any  business  connection  with  him?  A.  Not  at  present; 
no,  sir. 

Q.  Did  you  have?     A.  Yes,  sir. 

Q.  When  ?     A.  From  1888  to  1893  I  think. 

Q.  What  was  that  connection?     A.  Livery  business. 

Q.  What?     A.  In  the  livery  business. 

Q.  Was  Mr.  Fields  in  the  livery  business?  A.  He  was  con- 
nected with  it,  yes,  sir. 

Q.  In  what  way?  A.  Well,  he  was — the  firm  of  P.  F.  Dutcher 
&  Company. 

Q.  Where  did  that  firm  do  business?     A.  Dobbs  Ferry. 

Q.  And  was  Mr.  Fields  a  member  of  that  firm?  A.  I  could 
not  say  positively  but  I  always  thought  he  was. 

Q.  What  did  you  have  to  do  with  that  firm?  A.  Superintendent 
of  the  stables. 

Q.  How  long  did  you  remain  superintendent  of  the  stable  ?  A. 
About  five  years. 

Q.  "Until  1893  ?    A.  Yes. 

Q.  Then  what  did  you  do?  A.  Then  Mr.  Fields  —  I  went  to 
Albany  with  Mr.  Fields  one  winter. 

Q..  What  winter  was  that  ?  A.  I  think  that  was  the  winter  of 
1893. 

Q.  And  1894?     A.  Well 

Q.  You  mean  the  winter  beginning  with  January,  1893  ?  A. 
January,  1893,  yes,  sir. 

Q.  What  did  you  do  there  ?  Al  I  did  not  do  —  anything  I  wag 
told  to  do. 

Q.  What  were  your  duties?  A.  I  don't  know  that  they  were 
anything  in  particular. 

Q.  What  did  you  do  ?  A.  I  did  not  do  anything.  I  did  as  I 
was  told. 

Q.  What  were  you  told  to  do  ?     A.  I  cannot  remember  that  now. 

Q.  Well,  you  can  remember  some  part  of  it  ?  A.  It  is  too  f ar 
back  for  me  to  remember  just  what  I  was  doing. 

Q.  What  was  the  general  nature  of  your  doings?  A.  I  was 
generally  in  the  House  there. 

Q.  In  the  house  that  Mr.  Fields  had  ?     A.  Yes,  sir. 
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Q.  Who  lived  with  Mr.  Fields  in  the  house?  A.  There  was  not 
any  one  except  myself  and  he. 

Q.  And  who  ?     A.  Myself  and  he  and  a  caretaker. 

Q.  Where  was  the  house  ?  A.  I  think  the  house  was  on  Pine 
Street  if  I  remember  rightly. 

Q.  What  was  the  number  ?     A.  I  don't  recall  the  number. 

Q.  Were  you  Mr.  Fields'  secretary  ?  A.  Well,  if  you  want  to 
put  it  that  way. 

Q.  Would  that  be  a  correct  way  of  putting  it?  A,  It  might 
be,  yes. 

Q.  How  long  did  you  remain  as  his  secretary  ?  A.  During  that 
winter  of  1893. 

Q.  What  did  you  do  after  that  ?  A.  I  think  after  that  I  came 
home. 

Q.  Where  was  your  home?    A.  Dobbs  Ferry. 

Q.  Did  you  have  anything  to  do  with  Mr.  Fields?  A.  Well, 
I  was  still  with  him. 

Q.  At  Dobbs  Ferry?  ,  A.  Yes. 

Q.  For  how  long?    A.  During  1894,  I  think. 

Q.  Well,  were  you  with  him  after  that  ?  A.  I  was  with  him  up 
until —  yes  during  1894. 

Q;  How  long  after  were  you  with  him  ?  A.  In  1894  I  think  I 
finished  with  him. 

Q.  Do  you  mean  at  the  end  of  1894  ?     A.  Yes. 

Q.  Did  you  remain  with  Mr.  Fields  in  the  same  capacity  as 
secretary  while  you  were  at  Dobbs  Ferry  ?     A.  Yes,  sir. 

Q.  Did  you  attend  to  his  correspondence  ?  A.  Some  of  it,  yes, 
sir. 

Q.  Did  you  attend  to  his  banking  operations  ?     A.  No. 

Q.  Did  you  handle  money  ?     A.  I  did  at  one  time,  yes,  sir. 

Q.    Did  you  help  Mr.  Fields  in  —  well  you  were  about  to  speak 
of  one  occasion  when  you  handled  money  for  him.     What  was 
that?     A.  That  was  during  the  time  he  was  building  a  residence, 
at  Dobbs  Ferry. 

Q.  How  many  residences  had  Mr.  Fields  ?  A.  He  has  one  at 
Dobbs  Ferry  I  know. 

Q.  Well,  he  has  others,  has  he  not?  A.  I  cannot  say  as  to 
that. 

Q.  Don't  you  know?  A.  I  know  he  has  houses,  but  whether 
they  are  his  or  not  —  he  lives  in  houses  but  whether  they  are  his 
or  not  I  don't  know. 
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Q.  Where  are  the  houses  in  other  places  that  he  lives  in? 
A.  One  at  Ocean  Grrove. 

Q.  Where  else,  one  near  Nyack?  A.  Well,  he  has  one  near 
Nyack  but  I  understand  he  has  disposed  of  that. 

Q.  Have  you  assisted  Mr.  Fields  in  his  political  work  in  West- 
chester County?     A.  No,  sir. 

Q.  In  no  v?ay?     A.  No  sir,  to  my  knowledge. 

Q.  Have  you  had  anything  to  do  with  politics  in  Westchester 
County?     A.  No,  sir. 

Q.  Have  you  ever  received  any  money  from  M.T.  Fields  outside 
of  your  own  compensation?     A.  That  is  all. 

Q.  What?     A.  No,  sir,  that  is  all. 

Q.  Take  the  last  year,  have  you  received  any  money  from  Mr. 
Fields  in  the  last  year?     A.  Last  year  just  passed? 

Q.  Yes.     A.  No,  sir. 

Q.  The  year  before?    A.  No,  sir. 

Q.  The  year  before  that  ?    A.  No,  sir. 

Q.  Directly  or  indirectly?    A.  Directly  or  Indirectly. 

Q.  When  did  you  last  meet  Mr.  Fields?  A.  I  think  I  saw 
Mr.  Fields  the  latter  part  of  August  or  early  part  of  September. 

Q.  Where  did  you  see  him?     A.  I  think  it  was  at  his  oiEce. 

Q.  You  mean  at  the  Mutual  Life  Building?     A.  Yes,  sir. 

Q.  What  occasion  had  you  to  see  him  there?  A.  I  'just 
happened  to  go  in  there  and  saw  him,  that's  all. 

Q.  How  did  you  happen  to  drop  in  there?  What  business 
had  you  with  him?     A.  I  didn't  have  any  business  with  him. 

Q.  Then  why  did  you  go  to  see  him?  A.  I  didn't  go  to  see 
him. 

Q.  Whom  did  you  go  to  see?  A.  I  didn't  go  to  see  anyone; 
I  was  just  up  that  way  and  dropped  in  the  office. 

Q.  Was  that  a  practice  of  yours?  A.  Occasionally  when  I 
am  there,  yes,  sIt,  in  the  locality. 

Q.  How  often?     A.  I  couldn't  say  how.  often. 

Q.  Well,  how  often  have  you  been  in  that  office  in  the  last 
two  years?     A.  Frequently.   • 

Q.  What?    A.  Frequently. 

Q.  What  business  have  you  to  go  to  the  Supply  Department 
of  the  Mutual  Life  Insurance  Company?  A.  I  haven't  any 
business,  except  being  as  I  know  Mr.  Fields,  drop  in  there. 

Q.  Have  you  any  busiaess  relations  with  Mr.  Fields  ?  A.  No, 
sir. 
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Q.  Have  you  had  in  the  last  two  years?    A.  No,  sir. 

Q.  "WTien  I  spoke  of  receiving  money  from  him  I  didn't 
mean  for  your  own  compensation  exclusively,  but  I  meant  in 
anyway  have  you  had  any  money  from  him.  Did  you  under- 
stand it  that  way?  A.  I  understood  it,  and  when  I  said  as  to 
handling  money  I  meant  in  the  building  of  his  residence. 

Q.  So  during  the  last  ten  years,  1895  to  1905,  have  you  re- 
ceived any  money  from  Mr.  Fields?     A.  I  have  not;  no,  sir. 

Q.  In  any  way  or  for  any  purpose?     A.  No,  sir. 

Q.  Have  you  paid  out  any  money  for  Mr.  Fields  ?  A.  I  have 
not,  I  think. 

Q.  Why  do  you  say  you  think  ?  Don't  you  know  ?  A.  Well, 
ten  years  back  is  a  long  while,  and  I  am  not  in  the  habit  of 
paying  money  for  Mr.  Fields;  I  haven't  any  money  to  pay. 

Q.  Don't  get  any  from  him?     A.  No,  sir. 

Q.  Do  you  know  of  any  moneys  paid  but  by  Mr.  Fields? 
A.  No,  sir. 

Q.  Did  you  keep  any  books  for  him?     A.  No,  sir. 

Q.  Have  you  ever  ?    A.  No,  sir. 

Q.  Now,  explain  more  'fully  how  it  happens  that  you  drop  in 
frequently  at  the  Supply  Department  of  the  Mutual  Life  Insur- 
ance Company?  A.  Well,  I  told  you  that  knowing  Mr.  Fields' 
office  is  there  I  just  occasionally  drop  in. 

Q.  Well,  what  did  you  go  to  see  Mr.  Fields  about  ?  A.  I  don't 
go  to  see  him  about  anything. 

Q.  Then  what  relevancy  has  the 'fact  that  you  knew  it  was 
Mr.  Fields'  office  ?  Whom  did  you  go  to  see  ?  A.  No  one  in 
particular. 

Q.  Well,  why  should  you  drop  in  there  frequently  to  see  no 
one  in  particular  ?  A.  Well,  just  as  I  told  you  before  —  when  I 
am  up  in  that  locality  I  drop  in  there. 

Q.  Do  you  know  Mr.  Lawrence  ?     A.  I  know  him  to  see  him. 

Q.  Do  you  know  him  personally  ?  A.  No,  sir,  except  just  as  I 
would  know  you  now. 

Q.  Just  bow  to  him  and  speak  to  hini  and  say  "  How  do  you 
do  ?  "     A.  Yes,  sir. 

Q.  Do  you  know  Mr.  Norris?  A.  Mr.  Norris,  yes,  the  same 
way.  _ 

Q.  Only  a  slight  acquaintance  ?     A.  That  is  all. 

Q.  Do  you  know  Mr.  Rogers  ?     A.  The  same  way. 

Q.  A  slight  acquaintance  ?     A.  Yes,  sir. 

Q.  Do  you  know  Mr.  Carpenter?     A.  Yes,  sir. 
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Q.  Who  is  Mr.  Carpenter?  A.  He  is  a  young  man  doAvn  in 
Mr.  Fields'  office. 

Q.  In  the  Supply  Department  of  the  Mutual  Life  ?  A.  Yes, 
sir. 

Q.  "What  does  he  do  there  ?     A.  I  don't  Icnow. 

Q.'  How  long  have  you  known  Mr.  Carpenter?  A.  I  couldn't 
tell  you. 

Q.  Well,  can  you  approximate  ?     A.  Oh,  seven  or  eight  years. 

Q.  Where  does  he  live  ?  A.  Well,  I  think  at  Ossining,  I  am 
not  positive. 

Q.  What  does  he  do  ?     A.  I  don't  know, 

Q.  What  have  you  had  occasion  to  see  him  about?  A.  1 
haven't  had  occasion  to  see  him  particularly  about  anything. 

Q.  Is  he  a  friend  of  yours  or  only  a  slight  acquaintance  ?  A. 
A  slight  acquaintance,  the  same  as  these  other  gentlemen  are. 

Q.  What  are  Mr.  Carpenter's  initials?  A.  I  think  his  first 
name  is  William. 

Q.  William  Carpenter.  Is  he  any  relative  of  Senator  Carpen- 
ter ?     A.  I  don't  know. 

Q.  You  don't  know.  Do  you  know  Mr.  McClelland,  formerly 
Senator?     A.  Yes,  sir. 

Q.  How  long  have  you  known  him?  A.  About  as  long  as  I 
can  rememher,  about  twenty  years. 

Q.  Well,  apparently,  you  had  only  a  slight  acquaintance  witli 
everybody  there  at  the  Supply  Department  of  the  Mutual  Life 
save  Mr.  Fields  ?     A.  That  is  all. 

Q.  So  you  dropped  in  there  really  to  see  Mr.  Fields  ?  A.  Well, 
I  can't  say  that,  because  Mr.  Fields  might  not  be  there.  I  might 
just  walk  in,  just  the  same  as  I  might  walk  into  your  own  office. 

Q.  Well,  I  don't  know  what  you  would  walk  in  my  office  for, 
and  I  don't  know  what  you  would  walk  in  that  office  for.  A. 
A  slight  acquaintance  with  you. 

Q.  I  would  like  to  have  you  say A.  Sir  ? 

Q.  I  would  like  to  have  you  say  frankly  and  candidly  what 
you  went  there  for  ?  A.  If  I  had  a  few .  leisure  moments  on  my 
hands,  I  would  pass  them  off  there,  that  is  all;  see  the  boys  in 
there. 

Q.  Have  a  chat  with  Mr.  Fields  ?     A.  If  he  was  there,  yes. 

Q.  What  were  the  subjects  of  your  conversation  ?  A.  I  don't 
remember ;  just  passing,  that  is  all. 

Q.  Wow,  Mr.  Cunningham,  do  you  swear  that  you  have  bnd  iin 
business  dealings  with  Mr.  Fields  since  1895?     A.  Since  ISO.") : 
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Q.  Yes.     A.  Yes. 

Q.  Positively?     A.  Yes,  sir. 

Q.  You  swear  that  you  have  not  acted  for  him  as  a  medium  of 
communication  between  people  ?     A.  Yes,  sir,  I  do. 

Q.  That  you  haven't  handled  money  for  him  ?  A.  No,  sir,  I 
have  not. 

Q.  In  any  way  ?     A.  No,  sir,  I  have  not. 

Q.  During  this  time  that  you  have  been  dropping  in  on  the 
Supply  Department  of  the  3d!utual  Life  have  you  had  anything  to 
do  with  examining  the  Mutual  Life's  reports  ?    A.  No,  sir. 

Q.  What  do  you  do  as  an  examiner  in  the  State  Insurance  De- 
partment in  connection  with  the  actual  examination  of  reports? 
A.  I  have  not  been  out  on  the  Examining  Board,  since,  I  think, 
1897. 

Q.  Were  you  formerly  out  on  the  Examining  Boards?  A. 
For  about  a  year ;  yes,  sir. 

Q.  And  what  companies  did  you  examine  during  that  time? 
A.  I  don't  recall  that  now. 

Q.  Did  you  examine  any  ?    A.  I  was  engaged  on  some,  yes,  sir. 

Q.  And  can  you  give  any  idea  as  to  the  companies  or  any  of 
them  upon  which  you  were  engaged?  A.  Well,  I  don't  recall 
just  what  companies  they  are-- -or  were.  The  record  will  show, 
I  suppose. 

Q.  Any  New  York  foinpaiiies?     A.  Yes,  sir. 

Q.  I  mean  when  I  said  New  York,  here  in  the  City.  A.  Yes, 
sir,  and  some  I  went  out  of  town. 

Q.  Well,  what  of  them  ?  A.  ].  think  at  one  time  I  was  on  the 
New  York  Life- --I  think  I  have  been  <^n  all  of  them. 

Q.  On  the  Mutvinl  Life?  A.  Ow  the  Mntiml  Life,  the  Equi- 
table Life. 

Q.  And  the  Equitable  Life?  A.  Yes,  sir.  That  is  when  I 
first 

Q.  (Interrupting)  and  this  was  after  you  left  Mr.  Fields  in 
1894,  and  prior  to  1897?  A.  Yes,  sir.  When  I  came  into  the 
Department  the  three  large  companies  were  iindpr  examination. 

Q.  Who  got  you  your  place  with  the  department?  A.  I  had 
several  gentlemen  interested  in  it. 

Q.  Well,  who  were  they,  who  recommended  you?  A.  Well, 
I  couldn't 

Q.  Don't  you  know  who  recommended  you  ?  A.  Well,  I  think 
among  them  all,  I  think  possibly  Mi-.  Fields. 
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Q.  Can  you  think  of  anybody  who  recommended  you  besides 
Mr.  Fields  ?  A.  As  I  say,  several  I  had  spoken  to  and  got  inter- 
ested in  the  matter. 

Q.  Well,  who  were  they?  A.  Well,  I  don't  recall  them  all, 
now. 

Q.  Do  you  recall  any  of  them  besides  Mr.  Fields  ?  A.  I  think 
Mr.  McClelland  was  one. 

Q.  Charles  P.  McClelland?    A.  Yes,  sir. 

Q.  Who  else  ?    A.  I  don't  recall  any  other  one. 

Q.  Who  appointed  you,  what  superintendent  ?    A.    Mr.  Pierce. 

Q.  James  L.  Pierce  ?    A.  Yes,  sir. 

Q.  You  remain  under  subpoena,  Mr.  Cunningham,  we  will  send 

for  you  when  we  want  you.     Pardon  me  a  moment You 

remain  under  subpoena  and  we  will  call  for  you  when  we  want  you. 

MR.  McKEEJST:  Mr.  Chairman,  yesterday  the  statement  was 
made  about  certain  salaries  of  bank  officials  abroad.  The  news- 
papers erroneously  gave  the  figures,  and  I  have  been  requested 
to  state  thera  again  correctly.  The  information  was  received  by 
cablegram  and  the  erroneous  statement  has  caused  some  criticism. 
The  salaries  stated,  and  as  cabled  of  the  president  of  the  Imperial 
Bank  of  Germany  is  thirty  thousand  marks,  not  dollars,  and  an 
officiaP  lodging  amounting  approximately  to  feeventy-five  hundred 
dollars  in  American  money.  The  Chief  Governor  of  the  Bank  of 
England  salary  is  two  thousand  pounds.    That  was  correctly  stated. 

ME.  HUGHES :    Mr.  McCurdy,  will  you  resume  the  stand. 

EICHARD  A.  McCOEDY,  resumed  the  stand,  testified  as  fol- 
lows: 

BY  ME.  HUGHES: 

Q.  How  long  were  Messrs.  Sewell  &  Pierce  attorneys  for  the 
Mutual  Life  Insurance  Company?  A.  I  could  only  answer  that 
by  referring  probably  to  a  set  of  the  annual  reports  of  the  com- 
pany. Mr.  Sewell  must  have  become  a  trustee  and  one  of  the 
counsel  of  the  Company  somewhere  in  the  seventies. 

Q.  Jjong  before  Mr.  Pierce  became  Superintendent  of  Insur- 
ance?   A.  Oh,  yes. 

Q.  Was  Mr.  Pierce  one  of  the  counsel  of  your  Company  before 
he  became  Superintendent  of  Insurance  ?  A.  He  was  Mr.  Sewell's 
partner. 

Q.  And  the  firm  were  your  counsel?  A.  The  firm  were  our 
pnnnsel. 
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Q.  And  you  consulted  witli  Mr.  Pierce  from  time  to  time  as 
well  as  -with  Mr.  Sewell  ?  A.  Why,  I  have  no  doubt  of  it;  I  have 
no  recollection. 

Q.  I  call  your  attention  to  this  voucher  dated  IN'ovember  Tth, 

1902,  for .$1,667.90,  charged  to  legal  expenses.  It  says,  "  Money 
paid  out  for  legal  services  and  expenses,  Edgar  W.  Rogers."  If 
I  recall  the  testimony,  Edgar  W.  Rogers  was  connected  with  the 
Globe  Printing  Company?  A.  If  you  say  he  is  I  have  no  doubt 
of  it. 

Q.  Isn't  that  the  fact?    A.  I  don't  know,  no. 

Q.  Is  he  connected  with  the  Mutual  Life?  A.  I  don't  know 
any  Edgar  W.  Rogers.    I  think  that  I  have  testified  yesterday. 

Q.  Do  you  know  how  it  happens  that  Edgar  W.  Rogers  gives  a 
voucher  for  money  paid  out  for  the  Mutual  Life  for  legal  ex- 
penses? A.  I  do  not.  I  see  that  it  is  initialed  by  J.  H..  H.,  J. 
Hobart  Herrick,  and  also  ordered  paid  by  the  Committee  on  Ex- 
penditures. I  presume  that  they  were  satisfied  at  the  time  that 
that  was  a  proper  voucher. 

Q.  "Who  is  L.  R.  Murray?  A.  I  think  that  I  have  testified  be- 
fore that  I  never  heard  of  him  to  my  knowledge. 

Q.  Or  L.  H.  Murray?    A.  I  don't  know  anything  about  it. 

Q.  There  is  a  voucher  here  of  1903,  $3,867.41  for  amount  paid 
for  legal  services  and  disbursements,  signed  L.  R.  Murray,  and 
another  one  for  August  12th,  1901,  $1,562.27,  signed  L.  H.  Mur- 
ray. You  don't  know  anything  about  that?  A.  Don't  know 
anything  about  it. 

Q.  And  do  you  know  who  M.  E.  Mullaney  is?  A.  No,  sir; 
never  heard  of  him.  ,  ; 

Q.  These  vouchers  of  January  24th,   1903,   and  June  30th, 

1903,  and  November  18th,  1905,  for  legal  services,  signed  by  M. 
E.  Mullaney  convey  no  information  to  you  as  to  who  the  man 
was  or  what  was  the  character  of  the  services?  A.  Not  the  slight- 
est.   I  heard  his  name  for  the  first  time  here  yesterday. 

Q.  "Who  has  charge  for  your  Company  in  endeavoring  to  get 
special  notices  with  regard  to  this  investigation  inserted  in  the 
press  ?    A.  I  did  not  know  that  there  were  any. 

Q.  Nothing  of  that  sort  has  been  brought  to  your  attention? 
A.  No. 

Q.  "Who  has  charge  of  matters  connected  with  the  press  on 
behalf  of  the  Mutual  Life  ?    A.  Various  persons  I  suppose. 

Q.  Who  is  the  responsible  person?    A.  I  am  going  to  give  you 
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—  Mr.  Siillivan  is  in  charge  of  a  portion  of  the  advertising  and 
"in  direct  charge  of  it  I  believe,  and  Mr.  Smith. 

Q.  "Wliat  Mr.  Smith  is  that?    A.  C.  J.  Smith. 

Q.  And  Mr.  Sullivan  is  Mr.  Walter  Sullivan?  A.  I  don't  know 
his  first  name. 

Q.  Walter  S.  Sullivan?  A.  I  want  to  apologize  for  the  fact 
tliat  my  throat  is  a  little  hoarse  this  morning.  I  talked  so  much 
yesterday,  and  if  I  do  not  make  myself  clear  I  wOl  move  nearer 
to  yuu. 

Q.  J  puj-posely  stand  here  because  of  course  the  Committee  must 
hear  your  testimony  and  if  T  stand  too  close  to  you  I  might  talk  in 
so  low  a  tone  and  you  might  talk  in  so  low  a  tone  that  your  testi- 
mony would  go  unheard.     A.  Yes. 

Q.  You  have  said  they  have  charge  of  advertising.  Would 
that  cover  any  arrangements  with  the  press  for  insertion  of  any 
matter  which  the  Company  might  desire  to  have  inserted?  A.  I 
really  cannot  say  what  the  limits  of  the  authority  of  either  of 
those  gentlemen  are. 

Q.  Under  whose  supervision  are  Mr.  Sullivan  and  Mr,  Smith? 
A.  I  don't  think  anybody  in  particular.  I  think  Mr.  Gj;annios, 
one  of  the  vice-presidents,  and  Mr.  Gillette,  another  one,  tha 
general  manager,  and  they  generally  confer  with  one  or  the 
Other  of  these  gentlemen  from  time  to  time  about  matters  which 
should  come  before  the  public,  to  their  judgment. 

Q.  You  Jo  not  know  whether  any  of  the  moneys  of  the  Com- 
pany have  been  expended  vdth  reference  to  the  insertion  of 
matter  pertaining  to  this  investigation  on  behalf  of  your  Company  ? 
A.  !N"one,  no  I  do  not. 

Q.-I  asked  ycAi  yesterday  regarding  references  of  communica- 
tions addressed  to  the  manager  of  your  Company,  to  Mr.  C.  H. 
Raymond.  I  show  you  a  note  or  form  of  letter.  Do  you  recognize 
that  as  a  Company's  form  issued  by  your  Company?  A.  This  is 
apparently  an  official  letter  from  the  Company,  yes. 

MR.  HUGHES:  I  offer  it  in  evidence.  (Paper  marked  Ex- 
hibit 272.) 

MR.  BECK:  If  you  want  to  know  the  full  facts  with  respect 
to  that  character  of  communications  I  can  state  them. 

ME.  HUGHES:     Well  perhaps  Mr.  McCurdy  can. 

ME.  BECK:    I  do  not  think  he  can. 
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MR  HUGHES:  I  will  read  this  in  evidence  and  then  we  will 
see  what  Mr.  McCurdy  can  say  about  it  and  have  the  explanation 
later  if  necessary. 

(Exhibit  272  read  by  Mr.  Hughes.) 

Q.  Is  it  the  company's  custom  to  refer  all  communications 
relative  to  the  taking  out  of  insurance  which  comes  direct  to  the 
liome  office  and  from  persons  within  the  Metropolitan  district  to 
C.  H.  Raymond  &  Company?  A.  It  is  I  believe  to  be  a  custom 
and  always  has  been,  to  refer  inquiries  by  letter  in  every  general 
agency  or  managing  agency  of  the  company  to  the  general  agent 
or  the  managing  agent  of  that  district,  everywhere  in  the  entire 
United  States. 

Q.  Why  is  that  done  in  the  city  of  New  Tork  where  the  com- 
pany could  issue  the  policy  directly  from  the  home  office  and 
save  the  agents  commissions?  A.  Because  we  should  have  to 
maintain  a  large  corps  of  specially  trained  soliciting  agents  in 
addiiion  to  those  already  maintained  at  the  expense  of  the  com- 
pany through  the  general  agency  department. 

Q.  What  do  you  mean  by  soliciting  agents?     I  am  referring- 
to  a  case  where  the  applicant  comes  to  your  home  office.     A. 
T  beg  pardon,  that  applicant  does  not  come  to  the  home  office  who 
writes  us  a  letter.    If  he  comes 

Q.  Well,  you  could  write  hiih  suggesting  he  come  to  the  home 
office.  A.  If  he  comes  to  the  home  office  he  is  met  by  a  proper 
person  there  and  is  furnished  with  all  the  information  he  desires; 
He  concludes  to  take  out  a  policy  and  it  is  taken  out  and  exam- 
ination is  made  in  the  company's  office,  and  the  policy  issued  to 
him  without  commissions  paid  to  anybody.  ^ 

Q.  So  you  have  machinery  there  to  deal  directly  with  those 
who  come  to  the  home  office  ?     A.  Yes. 

Q.  Why  should  you  discourage  them  from  coming  to  the  home 
office  by  putting  them  in  communication  with  0.  H.  Raymond 
&  Company?  A.  I  do  not  discourage  them  at  all.  It  is  for  their 
convenience  and  education,  as  I  should  say,  if  we  should  collect 
all  the  applicants  or  the  people  who  write  letters  of  inquiry  and 
ask  them  to  come  to  the  office  it  would  be  necessray  for  us  to 
organize  a  special  force  of  people  to  take  care  of  them,  probably, 
while  that  is  already  provided  for  by  the  machinery  of  the  gen- 
eral agency. 

Q.  I  do  not  care  to  prolong  the  inquiry  but  I  understood  you 
to  say  a  moment  ago  you  had  machinery  at  your  office  for  at- 
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tending  to  those  that  came  there  personally,  and  if  a  man  did 
come  there  personally,  joxi  would  have  him  examined,  take  his 
application  and  issue  his  policy  without  the  intervention  of  an 
agent.    Am  I  right  in  that?    A.  You  are  right  in  that. 

Q.  Assuming  that  to  be  so,  why,  when  letters  are  addressed 
to  you  in  reference  to  insurance,  should  you  turn  them  over  to 
C.  H.  Raymond  &  Company? 

MR.  BECK:  That  is  nr'  the  fact.  The  witness  has  already 
said  so.  A.  Communications  of  that  character  are  not  referred 
to  Raymond  &  Company,  simply  those  who  write  letters  from 
the  district  in  whose  territory  C.  H.  Raymond  &  Company  are 
the  agents. 

MR.  HIJGIIES:  Of  course  I  am  not  supposing  they  refer  a 
Texas  man  to  C.  H.  Raymond  &  Company.  I  thought  the  wit- 
ness understood,  and  certainly  I  intended  to  he  understood  as 
referring  to  applications  within  the  metropolitan  district. 

THE  WITNESS :  As  I  say,  that  is  the  system  of  the  manage- 
ment of  the  company.     Will  you  allow  me  to  look  at  that  letter? 

Q.  Yes  (handing  paper).  A.  It  is,  as  you  will  perceive,  a 
lithographed  letter  and  the  regular  manner  of  conducting  the 
business  in  a  systematic  way,  and  it  is  stated  here,  every  person 
who  writes  for  information  of  that  kind,  it  says  "It  is  the  com- 
pany's custom  to  handle  all  similar  requests  through  its  managers. 
We  beg  to  remain  "  and  so  forth.  That  is  an  official  letter  from 
the  corresponding  secretary.  That  is  the  way  the  business  is 
done  and  always    had  been  done. 

Q.  Well,  whether  it  has  always  been  done  or  not,  is  not  quite 
the  point  of  my  question.  The  question  was  why  it  is  done. 
Why  you  should  give  the  agents  the  opportunity  to  make  their 
large  rate  of  commissions  upon  that  class  of  business  when  you 
have  the  machinery  of  the  home  office  for  attending  to  it?  A.  We 
have  not  the  machinery  at  the  home  office,  as  I  have  said  before. 
When  an  applicant  calls  in  person  there  is  one  man  perhaps  upon 
the  floor  and  he  can  properly  attend  to  and  conveniently  attend 
to  all  the  men  who  ever  apply  at  the  office.  My  impression  is 
that  the  actual  number  of  persons  wlio  have  applied  at  the  home 
office  is  less  than  200.  I  know  that  a  few  years  ago  I  looked  into 
that  question  and  that  is  about— well  you  can  fix  the  per- 
centage yourself.  One  in  two  or  three  days  perhaps.  If  a  man 
comes  in,  owing  to  our  advertising  in  the  papers  and  so  on.     But 
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we  do  not  have  an  organized  bureau  for  sending  out  and  finding 
a  man  in  tlie  remote  parts  of  Greater  New  York  and  bringing 
him  to  the  office.  A  letter  of  that  kind  involves  personal  com- 
munications with  the  man  and  sending  an  agent  after  him  and 
finding  him  at  his  home  and  talking  him  up  to  the  point  of 
making  an  application  and  answering  all  his  inquiries  and  then 
finally  bringing  him  in.  The  man  who  applies  to  the  home 
office  comes  already,  practically  already  insured,  and  it  is  mainly 
in  explanation  to  him  of  the  different  kinds  of  policies  and  the 
amount  of  premiums  he  wants  to  pay.  That  is  a  very  simple 
matter.  A  man  who  comes  voluntarily  is  already  practically 
insured,  but  the  man  who  writes  and  makes  inquiry  very  often 
never  will  be  insured,  however  much  an  agent  may  seek  after  him 
and  endeavor  to  obtain  an  application  from  him.  One  is  a  very 
simple  natural  process  and  the  other  is  very  often  a  very  com- 
plicated one  and  a  dilatory  one  and  frequently  results  in  nothing 
at  all. 

Q.  You  have  a  large  expense  it  would  appear  from  your  report 
for  advertising,  and  I  suppose  that  most  of  the  advertising  expense 
is  in  the  issuing  of  circulars  and  printed  notices  suggesting  that 
the  people  take  out  insurance  with  your  company  ?  A.  I  fancy 
so";  I  don't  know. 

Q.  Now  that  expense  having  been  incurred,  when  anybody 
writes  to  the  compa'ny  in  response  to  the  advertisement,  you.  turn 
him  over  to  the  general,  agent  ?  A.  I  turn  him  over — or  rather 
the  company  turns  him  over  to  the  general  agent  for  the  district 
from  which  he  writes. 

Q.  And  you  follow  that  practice  even  in  the  city  of  New  York  ? 
A.  Yes. 

Q.  Where  you  have  your  home  office  ?     A.  Yes. 

Q.  And  despite  the  large  commissions  which  Charles  H.  Ray- 
mond &  Ooinpany  receive  ?  A.  And  which  they  earn  if  they  can 
induce  the  man  to  insure  and  do  not  earn  if  they  do  not  get  him. 

Q.  Do  you  recall  a  man  by  the  name  of  Makeley  connected 
with  your  company  at  one  time  ?    A.  Yes,  Makeley. 

Q.  Makeley.  In  what  capacity  was  he  connected  with  your 
company?     A.    A  sort  of  special  agent  I  believe. 

Q,  In  what  territory  ?     A.   I  think  New  York  here. 

Q.  Was  he  privileged  at  one  time  to  operate  in  the  Meti-opoli- 
tan  district  without  writing  his  insurance  through  0.  H.  Raymond 
&  Company  ?  A.  I  cannot  say.  My  impression  is  that  he  may 
at  one  time  have  been  under  the  special  agency  department. 
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Q.  If  lie  was  under  the  special  agency  department  then  he 
would  have  been  privileged  to  write  insurance  without  referring 
it  to  0.  H.  Raymond  &  Company  ?     A.   I  presume  so. 

Q.  Do  you  recall  a  time  when  he  ceased  his  connection  with 
the  company?      A.    No. 

Q.  Well,  he  did  cease  his  connection  with  the  company?    A.  Yes. 

Q.  You  mean  you  do  not  remember  the  exact  time  ?     A.    No. 

Q.  Do  you  remember  the  circumstances  ?     A.    No. 

Q.  Do  you  remember  that  after  a  certain  time  he  was  told  that 
he  must  send  his  business  to  0.  H.  Raymond  &  Compajiy  ?  A. 
No,  no,  I  do  not 

Q.  Are  jou  in  a  position  where  you  can  say  that  such  was  not 
the  fact  ?  A.  No,  but  it  would  be  quite  propei-  if  in  the  course 
of  the  company's  business  that  should  have  been  the  fact.  Make- 
ley  was  a  troublesome  man,  I  know  from  general  recollection.  I 
knew  very  little  of  him  myself  and  very  seldom  came  into  contact 
with  him.  I  think  as  I  have  said  before,  according  to  the  best  of 
my  recollection,  he  was  connected  with  the  special  agency  depart- 
Raymond  &  Company,  aside  from  Mr.  Makeley?  A.  We  had, 
or  in  the  early  days  I  think  there  were  two  or  three  of  those  semi- 
independent  or  subordinate  agencies  operating  in  the  Metropolitan 
ment  and  if  he  was  transferred  from  the  special  agency  department 
to  the  Metropolitan  agents,  there  may  have  been  very  good  reasons 
for  it  of  which  I  knew  nothing. 

Q.  Did  you  change  your  policy  with  regard  to  Mr.  Makeley's 
place  when  Mr.  Thebaud  became  a  member  of  C.  H.  Raymond 
&  Company  ?     A.    I  cannot  tell  anything  about  it. 

Q.  Did  you  have  in  the  city  of  New  York,  any  other  persons 
who  were  privileged  to  write  insurance  without  reference  to  C.  H. 
district. 

Q.  Were  they  discontinued  at  about  the  same  time?  A.  I 
could  not  tell.  One  was  Josiah  T.  Brown,  who  did  quite  a  large 
business  and  he  was  succeeded  by  a  son  of  his,  whose  name  I 
have  now  forgotten.  I  think  there  were  one  or  two  oth-^rs  at 
different  times. 

Q.  Did  you  not  discontinue  the  work  of  these  men  as  in- 
dependent agents  in  the  City  of  New  York,  in  order  to  increase 
the  business  of  0.  H.  Raymond  &  Company?    A.  Distinctly,  no. 

Q.  Did  you  not,  after  Mr.  Thebaud  became  a  member  of  the 
firm  of  C.  H.  Raymond  &  Company,  adopt  a  different  policy  with 
regard  to  independent  agents  in  the  City  of  New  York?  A.  I 
nave  no  recollection  of  any  policy  of  that  kind  having  been 
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changed  excepting  what  would  naturally  grow  out  of  the  fact 
that  Mr.  Thebaud,  having  previously  been  in  charge  of  the 
Special  Agency  Department,  when  he  entered  the  firm  of  C.  .E. 
Eaymond  &  Company  the  Special  Agency  Department  was 
transferred  to  the  immediate  management  of  somebody  else, 
whose  name  I  do  not  recall,  and  whatever  policy  that  successor 
may  have  adopted  with  regard  to  the  Special  Agency  Depart- 
ment I  cannot  say. 

Q.  Then,  do  I  understand  that  Mr.  Thebaud  had  been  in 
charge  of  this  Special  Agency  Department  that  had  the  work  of 
getting  large  risks  charged?    A.  Very  largely. 

Q.  And  how  long  had  Mr.  Thebaud  been  in  connection  with 
that?  A.  I  don't  know,  you  had  better  asik — I  do  not  want  to 
refer  everything  to  everybody  else,  as  I  did  to  the  actuary  yester- 
day, and  if  the  Committee  directs  me  to  answer  questions  that  I 
am  not  able  to  do,  I  will  do  the  best  I  can.  I  have  never  been  in 
charge  of  the  Agency  Department  specifically,  any  more  than  E 
was  in  any  other  department  of  the  company.  When  you  tried 
to  pin  me  down  to 

Q.  I  do  not  want  to  pin  you  down  to  a  particular  date  of  the 
month,  but  approximately?  A.  "Well,  my  dear  Mr.  Hughes,  I 
don't  laiow  anything  about  it. 

Q.  Do  you  know  this,  was  there  an  executive  special  —  is  that 
(.ho  correct  term?    A.  Oh  yes,  I  think  so. 

Q.  (Continuing).  Executive  Special  Department  before  Mr. 
Q'hebaud  was  put  in  charge  of  such  a  department?  A.  I  think 
not. 

Q.  Was  it  created  at  the  time  Mr.  Thebaud  was  put  in  charge 
of  it  ?    A.  My  impression  is  that  it  was. 

Q.  Was  it  created  about  the  time  the  Bond  Department  was 
established?    A.  I  have  no  recollection  on  the  subject  whatever. 

Q.  You  mentioned  yesterday  tl  t  Foreign  Department  and  the 
Executive  Special  Department  as  two  phases  of  a  policy  of  ex- 
tension?   A.  Yes. 

Q.  I  wanted  to  know  whether  these  two  plans  of  extending  the 
business  of  the  company  were  thought  of  and  developed  at  about 
the  same  time?  A.  I  have  no  recollection  whether  they  were 
put  in  force  synchronously  or  not. 

Q.  What  had  Mr.  Thebaud  been  doing  before  you  established 
the  Special  Agency  Department  and  put  him  in  charge  of  it? 
A.  I  think  he  had  been  in  Mr.  Raymond's  office  for  a  while.  I 
think  he  had  prior  to  that  been  in  the  New  Jersey  office  under  the 
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charge  of  Mr.  George  Eaymond,  and  before  that  he  had  been  in 
the  foreign  shipping  and  banking  business. 

Q.  Were  separate  books  kept  of  the  business  of  the  Agency 
Special  Department?     A.  I  presume  they  were. 

Q.  Under  his  charge  while  he  was  chief  of  it?  A.  Probably, 
they  would  naturally  be. 

Q.  What  was  his  compensation  as  the  head  of  the  Executive 
Special  Department?     A.  I  have  no  idea. 

Q.  Did  he  have  any  interest  in  the  business  written  by  that 
department?  A.  If  he  did,  it  was  on  the  basis  of  a  commission 
like  any  other  manager. 

Q.  And  was  it  on  that  basis  ?    A.  I  cannot  tell. 

Q.  Have  you  any  idea  what  the  commissions  were,  allowed  to 
special  agents?    A.  ISTot  the  slightest. 

Q.  Did  you  ever  know,  was  it  ever  brought  to  your  attention? 
A.  It  may  have  been  at  the  time,  and  I  passed  upon  it^as  I  do 
upon  a  hundred  other  things  which  are  submitted  to  me  at  the 
moment.  I  give  it  the  best  attention  I  can  and  decide  according 
to  my  opinion  at  the  time  and  then  dismiss  it  from  my  min  L. 
That  is  the  way  I  am  compelled  to  decide  upon  almost  every 
question  that  is  presented  to  me,  from  the  facts  and  figures  and 
conditions  then  present.  I  act  upon  that  and  decide  upon  it 
and  then  go  to  something  else. 

Q.  So  that  while  Mr.  Thebaud  was  the  head  of  the  Executive 
Special  Department,  the  matter  of  looking  after  large  risks,  ex- 
ceptionally large  risks,  within  the  Metropolitan  district  was  under 
his  control  ?  A.  Well,  really  I  cannot  say  now.  I  should  be  verv 
glad  to  inquire  during  the  recess  if  you  want  me  to,  exactly 
what  the  limits  of  Mr.  Thebaud's,  or  the  Special  Agency  De- 
partment were,  and  inform  you. 

Q.  Yes.  And  is  it  a  fact,  so  far  as  you  can  recall,  that  when 
he  ceased  to  be  head  of  the  Executive  Special  Department,  that 
business  was  put  in  charge  of  O.  H.  Raymond  &  Company?  A.. 
No. 

Q.  Of  which  firm  he  became  a  member  ?  A.  ISTo.  I  think  the 
Special  Agency  Department  was  continued  under  a  new  manager. 

Q.  Yes,  but  the  business  of  that  department  in  the  City  of 
New  York  was  turned  over  to  0.  H.  Raymond  &  Company,  was 
it  not?  A.  Well,  as  I  remarked  yesterday,  I  do  not  want  to 
raise  objections  that  I  ought  not  to,  but  if  I  had  had  any  reason 
to  know  the  course  of  your  inquiry  to-day  in  the  limited  time  at 
my  disposal  this  morning,  I  would  have  inquired  into  it. 
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Q.  Well,  it  is  impossible  to  forecast  all  inquiries,  Mr.  Mc- 
Curdy,  and  if  anything  occurs  that  you  do  not  know,  if  you 
■will  just  say  so,  and  look  it  up — ^we  do  not  expect  you  to  know 
everything  immediately,  but  in  the  general  course  of  business 
of  the  company.  A.  In  the  general  course  of  business  of  the 
company  in  the  meantime,  I  am  pretty  well  informed  what  goes 
on  every  day  about  the  business  of  the  company. 

Q.  I  am  not  asking  you  in  regard  to  a  particular  date  or 
amount,  but  whether  broadly  and  generally  it  was  not  the  fact 
that  the  taking  of  these  large  risks,  which  had  been  in  charge  of 
special  agents  under  Mr.  Thebaud's  Department,  was  turned  over 
to  C.  H.  Raymond  &  Company  when  he  became  a  member  of 
that  firm?  A.  I  could  not  answer  you  that  without  consulting 
memoranda  and  records. 

Q.  Very  good.  And  in  that  connection  I  would  like  to  ask 
what  was  paid  to  Mr.  Makeley  on  the  discontinuance  of  the 
agency,  which  I  understand  he  formerly  had.  A.  I  have  not 
the  slightest  idea. 

Q.  Is  it  a  fact  that  he  refused  to  report  to  0.  H.  Raymond  & 
Company?    A.  I  have  no  idea. 

Q.  If  you  can  ascertain  for  me  the  circumstances  of  his  ceasinp; 
to  act  as  special  agent  and  the  amount  of  money  which  the  com- 
pany paid  him,  I  shall  be  very  glad  to  have  the  evidence.  A, 
Very  well. 

Q.  Is  that  Executive  Special  Department  still  in  operation? 
A.  It  is  not. 

Q.  When  was  it  discontinued  ?  A.  When  its  usefulness  seemed 
to  have  terminated. 

Q.  And  when  was  that  approximately?  A.  I  cannot  tell  you, 
I  will  furnish  you  all  that. 

Q.  Who  was  the  head  of  that,  who  succeeded  Mr.  Thebaud? 
A.  I  cannot  tell  you  that.  All  these  things,  as  I  remarked,  I 
knew  at  the  time  and  acted  upon  at  the  time,  but  I  cannot  charge 
my  memory  longer  than  for  a  very  short  period. 

Q.  So  far  as  you  know  does  any  officer  of  your  company,  in- 
cluding yourself,  share  in  any  commissions  for  writing  insur- 
ance?   A.  Not  the  slightest,  to  the  amount  of  one  penny. 

Q.  Or  in  the  commissions  of  any  general  agent?  A.  Not  to 
the  amount  of  one  penny. 

Q.  Did  you  ever  share  in  any  commissions  which  your  son 
received  on  the  foreign  business?     A.  Not  one  penny. 

Q.  Or  iv  any   of   the  profits  of  your  son-in-law   in  the  office 
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of  C.  H.  Eaymond  &  Company?    A.  Not  one  pennj,  nor  does 
any 

Q.  Nor  does  any  one  else  so  far  as  you  know?  A.  No,  nor 
any  other  officer  of  the  company  to  the  best  of  my  knowledge 
and  belief. 

Q.  Sometime  ago  your  office  in  the  Mutual  Life  Insurance 
Company  Building  was  refitted,  was  it  not?     A.  Yes. 

Q.  State  approximately  the  expense  of  that.  A.  I  have  no 
idea.     What  time  do  you  refer  to? 

Q.  Well,  I  do  not  know  the  exact  time.     A.  I  do  not  either. 

Q.  When  was  it  refitted  approximately?  A.  It  has  been  re- 
fitted three  or  four  times. 

Q.  When  was  the  last  time?     A.  I  have  changed  my  office 
several  times  in  the  last  twenty  years,  as  the  business  has  in-' 
creased  I  have  been  moved  inward  and  outward. 

Q.  When  was  your  office  last  fitted  up?  A.  I  should  think 
about  four  or  five  years  ago,  three  years  ago  I  guess. 

Q.  Can  you  state  approximately  the  expense  ?  A.  I  have 
never  seen  a  bill. 

Q.  Who  had  charge  of  the  making  of  the  disbursements? 
A.  The  Committee  on  Expenditures. 

Q.  Was  there  any  particular  person  who  had  charge  of  the 
furnishing  of  your  office?    A.  No. 

Q.  Well,  were  you  not  consulted  in  regard  to  the  matter? 
A.  Undoubtedly. 

Q.  Were  you  not  aware  of  the  amount  of  money  that  was 
to  be  expended  for  that  purpose?     A.  No. 

Q.  You  were  not  aware  of  it  at  that  time?  A.  Not  at  that 
time. 

Q.  So  that  it  would  not  be  a  matter  of  recollection  at  all,  but 
it  is  a  matter  that  you  never  concerned  yourself  with?  A.  Not 
specially. 

Q,  Was  there  a  special  committee  on  that  or"  a  special  indi- 
vidual who  had  charge  of  it  ?    A.  On  furnishing  my  office  ? 

Q.  Yes.    A.  No. 

Q.  Or  on  furnishing  the  office  building,  either  way?  A.  No; 
never  has  been. 

Q.  Under  what  items  or  what  account  will  items  of  such  ex- 
penses be  found,  do  you  know?  A.  Probably  office  furniture, 
which  we  never  report,  and  as  very  few  companies,  or  in  fact 
corporations  of  any  kind  report  among  their  assets.  The  furni- 
ture account  is  charged  to  annual  expense.  Small  concerns 
who  desire  to  make  as  much  of  a  showing  for  themselves  as  they 
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can  report  as  a  part  of  their  assets  their  office  furniture.  That 
is  generally  regarded  as  an  element  of  weakness.  The  stronger 
corporations   simply  charge   it  off  to  the  year's  expenses. 

Q.  Statements  have  been  made  in  the  press  of  great  extrava.- 
gance  in  the  furnishing  of  your  office,  and  you  have  now  a  full 
opportunity  to  state  just  what  you  wish  on  the  subject,  and  to 
state  just  what  was  done,  what  the  expense  was.  You  have  an 
opportunity  to  meet  in  any  way  those  statements.  A.  I  have 
seen  a  great  variety  of  nonsensical  statements  in  the  papers  on 
that  subject,  and  a  great  many  others  since  this  investigation 
has  been  pending.  It  has  been  said,  I  believe,  that  I  sit  upon  a 
rug  or  a  mat  that  cost  $12,000.  If  anybody  can-  find  it  in  the 
Mutual  Life  Insurance  Company,  or  any  mat  or  rug  of  any  kind 
'that  cost  one-third  of  that,  I  will  produce  it  in  court  if  you  want 
to  see  it. 

Q.  What  did  it  cost?  A.  It  didn't  cost  anything  out  of  the 
way,  so  far  as  I  know.  In  my  private  office,  where  I  sit,  there  are 
three  small  rugs  on  the  floor — ^perhaps  12  x  15  feet,  and  whatever 
they  cost  I  really  don't  know.  I  have  also  heard  it  stated  that 
I  sat  in  a  two  thousand  dollar  chair.  The  same  way,  if  anybody 
can  find  a  chair  there  that  cost — well  anything  more  than  probably 
any  chair  in  your  drawing  room  or  parlor,  a  proper  and  a  suitable 
chair,  they  are  welcome  to  go  and  bring  it  up  in  court  if  they  can 
find  a  two  thousand  dollar  chair  on  the  premises.  So  about — 
well,  I  think  "that  is  about  all.  I  will  say  this,  that  whatever  the 
character  of  the  furnishings  was  it  is  conceded  to  be  proper  and 
ci  editable,  and  I  am  told  that  one  of  the  best  canvassing  books 
that  we  ever  issued  was  at  or  about  the  time  that  that  extension 
to  the  building  was  completed  and  the  various  departments  who 
had  expanded  in  their  demands  for  room  were  moved  in,  or  trans- 
ferred there,  the  Company  published  photographs  of  every  room 
in  the  building,  the  president's  room,  the  vice-president's  room,  the 
treasurer's  room,  general  offices,  cashier's  department,  safes — 
everything  of  that  kind.  I  think  every  room  practically,  unless 
it  was  the  wine  closet,  which  we  didn't  have  and  couldn't  photo- 
graph— was  published,  photographed  and  distributed  as  widely  as 
possible  all  over  this  country  and  in  Europe  to  the  extent  of  the 
disbursement  for  such  kind  of  advertising  as  would  be  proper,  and 
at  that  time  our  agents  were  clamorous  on  us,  or  clamorous  to 
supply  more  of  them  than  we  thought  we  could  afford  to  supply, 
because  they  generally  represented  to  us  that  that  was  one  of  the 
best  canvassing  documents  that  they  had.     You  never  can  tell 
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what  kind  of  an  argument  is  going  to  strike  a  policyholder,  or  an 
applicant,  I  should  say,  not  a  policyholder;  and  the  fact  that  the 
company  was  creditably  large,  in  a  dignified  way,  and  that  the 
offices  were  spacious  and  proper,  elegant  if  you  choose  to  put  it  so, 
was  received  by  the  policyholders  at  large  and  by  new  applicants 
with  approbation;  it  interested  them  in  the  whdle  subject,  and  the 
agents  used  that  extensively  all  over  this  country  and  all  over 
Europe. 

Q.  Do  you  have  a  private  elevator?  A.  Do  I  have  one  ?  Well, 
the  company  has  three  or  four  private  elevators. 

Q.  Do  you  have  a  private  elevator  for  yourself  ?  A.  To  go  to 
my  office,  no. 

Q.  You  say  the  Company  has  three  or  four.  What  do  you 
mean  by  that?  A.  Why,  I  mean  to  say  that  the  Company  has, 
I  believe,  in  its  building  sixteen  elevators;  it  has  two  elevators 
which  go  through  certain  of  the  departments,  one  on  thje  southerly 
and  one  on  the  northerly  side,  which  are  not  for  the  general  public. 
They  do  not  communicate  with  my  room  directly;  they  open  in 
all  cases  upon  the  hallways  of  the  Company's — that  are — of  the 
Company's  quarters  which  are  open  to  all  the  officials  and  clerks  in 
the  establishment  and  all  the  public  having  business  with  the  de- 
partment through  which  the  elevator  passes,  but  they  are  not  for 
the  use  of  the  public,  because  there  must  be  some  elevator  reserved 
for  the  use  of  the  company  and  its  own  employees. 

Q.  Then  there  is  none  which  you  use  practically  exclusively  for 
yourself?  A.  No,  sir.  There  are  three  elevators  that  run  into 
a  hallway  outside  of  my  office,  and  you  are  as  welcome  to  use  any 
one  of  them  as  I  am  myself. 

Q.  Who  made  the  estimates  of  the  probable  returns  upon  policies 
of  your  Company  which  appear  in  your  circulars  and  reports  ?  A. 
I  don't  think  they  do  that  now.  I  may  be  in  error  about  thaK 
How  is  that,  do  they? 

Q.  If  any  estimates  are  published. 

MK.  KOBEKT  H.  McCUKDY:    Illustrations,  yes. 

Q.  Who  prepares  those  ? 

MK.  EOBEKT  H.  McCUEDY:  Mr.  Stewart. 

Q.  What  is  Mr.  Stewart's  full  name?  A.  Well,  we  call  him 
professor.     That  is  all  I  know. 

Q.  Are  these  issued  with  your  concun*ence  ?  Do  you  know 
anything  about  them?     A.  No. 
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Q.  Are  they  ever  brought  to  you?  A.  Not  for  my  special 
approval,  no.     Mr.  Stewart  is  paid 

Q.  Are  they  approved  by  the  actuary  of  the  Company  ?  A.  I 
fancy  so. 

Q.  Is  there  any  special  supervision  on  the  part  of  the  execu- 
tive officers  of  thb  published  illustrations  or  of  the  statements 
which  are  made  to  induce  people  to  insure?  A.  There  must  be 
somewhere,  yes. 

Q.  Well,  who  has  that  supervision?  A.  Well,  I  should  Say 
it  would  naturally  fall,  if  to  anybody,  probably  under  the  super- 
vision of  Mr.  Granniss.  He  is  interested  in  all  that  class  of 
subjects  and  devotes  a  good  deal  of  thought  and  time  to  them. 
I  fancy  that  he  looks  after  that  kind  of  thing. 

Q.  Mr.  Granniss.  It  has  been  stated  that  applicants  for  loans 
upon  policies  coming  to  the  home  office  are  referred  to  0.  H. 
Raymond  &  Company  if  they  live  within  the  metropolitan  dis- 
trict.   Is  that  so?    A.  I  should  say  not;  I  never  heard  of  it. 

Q.  Then  you  don't  know  of  any  practice  to  refer,  not  simply 
applicants  for  insurance  who  write  to  the  Company,  but  appli- 
cants for  loans  upon  policies,  to  0.  H.  Raymond  &  Company? 
A.  Not  at  all. 

Q.  Who  is  in  charge  of  your  loan  department,  that  is,  who 
makes  loans  on  policies?     A.  His  name  is  Mercer. 

Q.  What  is  his  first  name?     A.  Frederick. 

Q.  Frederick  Mercer.  A.  All  applications  for  loans,  as  I 
understand  it,  in  the  Company  are  referred  directly  to  the  policy 
loan  department.  If  for  any  reason  of  increasing  the  business 
or  facilitating  the  transaction  of  business  in  every  way  there  io 
any  reference  elsewhere,  if  you  mean  to  imply  whether  anybody 
makes  a  profit  or  commission  or  anything  of  that  kind  on  getting 
a  loan  on  the  policy,  that  I  answer  distinctly  no. 

Q.  No,  I  meant  to  imply  nothing  further  than  what  I  said, 
that  policyholders  have  written  to  me  saying  that  when  they  hai 
requested  loans  upon  policies,  or  written  with  regard  to  such 
loans  they  had  been  referred  to  C  H.  Raymond  &  Company  and 
I  wanted-to  know  whether  you  were  familiar  with  any  such  prac- 
tice ?     A.  I  doubt  it  very  much  indeed. 

Q.  From  y^ur  acquaintance  with  the  situation  you  would  say 
that  was  not  so  ?  A.  I  should.  If  in  isolat-ed  cases  there  might 
have  been  some  such  reference,  it  would  be  simply  growing  out 
of  circumstances  of  an  individual  case,  but  it  did  not  inure  to  the 
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profits  of  the  agency  of  G.  H.  Raymond  Company  or  anybody 
else  in  the  way. 

Q.  What  do  you  do  witli  reference  to  the  investments  of  youi* 
Company,  the  supervision  of  investments  or  the  making  of  loans 
upon  collateral  or  the  purchase  of  securities  ?  What  do  you  per- 
sonally have  to  do  with  that?  A.  What  I  personally  have  to 
do  ?  I  preside  at  the  meetings  of  the  Finance  Committee  as  an 
ex-officio  member  and  ex-officio  chairman,  and  whatever  the  com- 
mittee decides  upon  is  carried  out  mthout  any  special  instruc- 
tions from  me,  the  treasurer  always  attending. 

Q.  I  call  your  attention  to  the  annual  statement  of  the  Mutual 
Life  Insurance  Company  for  December  31,  1903,  Schedule  C, 
'■  Amount  of  stocks  and  all  other  securities  except  mortgages 
hypothecated  to  the  Company  December  31,  1904,  as  collateral 
security  for  cash  actually  loaned  by  the  Company  with  the  par 
and  market  value  of  the  same  and  the  amount  loaned  on  each." 
In  looking  at  these  with  one  exception  it  would  seem  that  all  the 
loans  were  at  2^  per  cent,  interest,  pan  you  explain  that?  A. 
If  you  state  it,  it  is  undoubtedly  so. 

Q.  That  is  the  paper  received  from  your  Company?  A.  It 
is  undoubtedly  accurate. 

Q.  And  if  you  will  glance  at  it  there.  Schedule  C  that  I  re- 
ferred to 

ME.  BECK :  Mr.  Hughes,  as  of  what  time  was  the  statement 
made? 

ME.  BXTGHES :    December  31st,  1904. 

THE  WITNESS:    On  what  time,  1904,  do  you  say? 

Q.  Here  is  the  heading  of  it  over  here  (indicating).  A.  De- 
cember 31st,  1904. 

Q.  Can  you  explain  how  it  was  that  at  that  time  all  the  collat- 
eral loans  with  a  single  exception  were  2^/2  per  cent?  A.  Because 
that  probably  was  the  rate  of  interest  on  the  day  on  which  the 
statement  was  made.  These  rates  are  changed  from  day  to  day  as 
the  market  changes. 

Q.  What  is  the  practice  Vidth  regard  to  fixing  the  rate  of  inter- 
est on  collateral  loans?  Do  you  make  loans  under  the  market  rate 
at  the  time  when  they  are  made?  A.  Well,  we  don't  expect  to 
and  we  don't  intend  to.  But  you  ask  what  the  practice  is :  The 
making-  of  loans  on  collateral  is  under  the  specific  charge,  I  think, 
of  the  assistant  treasurer,  Mr.  Timpson,    I  think  that  duty  passes 


J  538        _        Legislative  Insurance  Investigation. 

under  his  observation,  or  it  may  be  Mr.  Stevenson,  tbe  second 
assistant  treasurer,  who  familiarize  themselves  with  rate  of  inter- 
est from  day  to  day  and  the  rate  of  interest  charged  varies 
according  to  the  market  of  the  day.  I  presume,  therefore,  that 
on  the  31st  day  of  December  that  was  the  rate  current  for  interest 
in  'Eevj  York. 

Q.  Then  is  it  the  practice  with  you  as  the  rate  of  interest  fluc- 
tuates on  call  loans  to  mark  the  rate  up  if  it  rises?    A.    Yes. 

Q.  So  that  you  would  start  with  a  certain  rate  of  interest,  and 
if  the  demand  for  money  was  greater  you  inform  the  borrower 
that  the  loan  was  called  or  the  rate  of  interest  increased?  A. 
Well,  whatever  the  method  was  the  treasury  department  would 
attend  to  it,  and  the  rate  of  interest  wovild  be  changed  in  accord- 
ance with  the  facts  of  the  case.  "Which  is  the  loan  that  you  say 
was  at  a  different  rate  ? 

Q.  Well,  I  noticed  one  there  3  per  cent.  A.  Well,  somebody 
didn't  know  the  rate  as  well  as  the  others,  probably. 

Q.  In  the  statement  furnished  by  your  Company  of  collateral 
loans  in  1904  I  find  the  first  loan  January  4th,  B.  Y.  Frost;  $100,- 
000  call  at  6  per  cent:  January  12th,  Jessup  &  Lament,  $500,- 
000,  2^  per  cent.  The  Jessup  &  Lament  loans  through  the  whole 
of  the  year  seem  never  to  have  been  higher  than  2%  per  cent., 
and  sometimes  to  have  been  2  per  cent.,  which  is  the  case  in  the 
majority  of  the  loans  to  other  parties.  Are  you  able  to  explain 
how  it  was  that  a  loan  would  be  made  to  B.  Y.  Frost  at  6  per  cent, 
nnd  the  other  loans  at  so  much  lower  rates?  A.  What  was  the 
amount  of  the  loan  to  him? 

Q.  $100,000?  A.  May  I  look  at  that  a  moment?  (Statement 
handed  witness.)  I  only  want  to  say,  as  I  said  before,  perhaps  it 
is  reiterating  too  much,  harping  on  it  too  much,  that  you  have  got 
a  great  deal  1  letter  witnesses  than  I  would  be  on  these  questions. 

Q.  Who  w)uld  they  be?  A.  They  would  be  either  the  treas- 
urer of  the  Company,  th-e  assistant  treasurer  or  the  second  assist- 
ant treasurer 

Q.  But  this  matter  came  under  your  supervision  as  well  as  his? 
A.  JSTot  the  sHghtest. 

Q.  He  didn't  take  the  responsibihty  of  making  loans  without 
reference  to  the  committee,  did  he?  A.  Undoubtedly.  Every 
bank  and  corporation  dealing  in  money  in  New  York  has 
some  loan  clerk.  If  it  is  a  bank  or  banking  house  it  makes  the 
loans  upon  the  collaterals  that  are  quoted  on  the  stock  market 
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from  day  to  day  and  which  he  keeps  track  of,  and  they  make 
them  in  their  own  judgment.  AH  call  loans  are  made  in  the 
judgment  of  some  expert  competent  person,  no  matter  what  the 
title  may  be.  Generally  in  a  bank  or  banking  house  he  is  called 
the  loan  clerk. 

Q.  I  notice  July  22nd,  last  year  a  first  loan  to  Jessup  &  Lament 
$1,000,000  at  one  per  cent,  and  July  22nd  a  second  loan  of  a 
million  dollars  to  Jessup  &  Lament  at  one  per  cent.  Are  you 
able  to  state  whether  the  rate  oi  interest  upon  those  loans  was 
afterwards  increased  when  the  market  rate  changed?  A.  Un- 
doubtedly it  would  be;  undoubtedly  it  would  be. 

Q.  We  might  assume  that  it  would  be  ?     A.  Certainly. 

Q.  What  book  would  show  the  changes  in  interest  upon  your 
collateral  loans  ?  A.  The  book  in  the  treasurer's-  office,  probably 
the  equivalent  of  a  blotter  which  shows  the  changing  rate  of  in- 
terest from  day  to  day. 

Q.  I  should  like  to  have  that  book  for  1904.  A.  Would  you 
allow  me  to  suggest  that  you  ask  Mr.  Timpson  to  bring  it  ? 

Q.  I  would  be  very  glad  to  have  him.  A.  Ask  Mr.  Timpson 
to  bring  it  and  explain  it. 

Q.  Who  has  charge  directly  of  the  renting  of  the  real  estate 
owned  by  your  company  ?     A.  Mr.  Richards,  the  comptroller. 

Q.  Does  he  keep A.  Wait  a  moment.     I  think  I  am  in 

eiTor  there.  Mr.  Fonda,  the  third  vice-president,  has  charge  of  it. 
If  you  will  let  me  see  the  By-Laws  I  can  answer  you  better. 

Q.  I  meant  in  the  matter  of  actual  practice  who  is  the  man 
who  would  know  about  the  income  from  your  real  estate?  A. 
Oh,  Mr.  Richards. 

Q.  Mr.  Richards  ?     A.  Yes. 

Q.  Where  do  you  make  your  winter  residence  in  the  city  ?  A. 
I  haven't  got  any  just  now.  I  have  lived  at  the  Grosvenor  Hotel, 
corner  of  10th  Street  and  Fifth  Avenue. 

Q.  Is  the  Grosvenor  owned  by  your  company  ?     A.  Yes. 

Q.  When  was  it  acquired  by  your  company  ?  A.  Oh,  eighteen 
or  nineteen  years  ago. 

Q.  Acquired  oii  foreclosure?     A.  Yes. 

Q.  And  fitted  up  and  used  as  a  private  hotel  or  an  apartment 
hotel?     A.  Yes. 

Q.  Are  you  acquainted  with  the  net  return  to  your  company 
irom  the  Grosvenor  ?  A.  Mr.  Brown  is  the  assistant  comptroller, 
who  has  charge  of  that. 

Q.  Have  you  those  figures  here?     A.  Mr.  Brown  will  tell  you. 
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(Some  representative  of  tlie  Mutual  Life  made  the  statement 
that  a  book  was  being  prepared  showing  all  these  facts.) 

Q.  Can  3^ou  state,  pending  the  arrival  of  that,  and  subject  to 
correction,  about  what  the  result  of  the  management  of  the  Gros- 
venor  has  been  ?  A.  AMiy,  it  has  averaged  for  some  years,  I 
think  it  has  paid  from  three  and  a  half  to  four  per  cent.  net. 

Q.  Three  and  a  half  to  four  per  cent,  net?  A.  You  will  get 
the  exact  facts. 

Q.  How  many  officers  of  the  company  have  been  tenants  of  the 
Grosvenor  ?     A.  I  have  been. 

Q.  Any  one  else  any  of  the  time?  A.  Well,  I  believe  Mr. 
Granniss  one  winter  several  years  ago  passed  a  few  weeks  there. 

Q.  Any  one  else  ?     A.  ISTot  that  I  recollect. 

Q.  Has  Mr.  Thebaud  been  there?  A.  Well,  you  spoke  of  an 
officer  of  the  company.  He  isn't  an  officer  of  the  company,  but 
he  has  had  a  couple  of  rooms  there  that  I  believe  he  has  paid  for 
for  two  or  three  years  and  which  he  has  occupied  very  little. 

Q.  What  is  your  interest  in  the  National  Bank  of  Commerce, 
Mr.  McCurdy. 

ME.  BECK :  Mr.  Hughes,  do  you  think  it  quite  fair  to  leave 
the  witness  just  where  you  leave  this  particular  subject  of  inquiry 
as  to  the  Grosvenor? 

ME.  HUGHES :  I  leave  it  only  because  you  are  going  to  have 
the  statement.    I  would  be  very  glad  to  ga  further  with  it. 

ME.  BECK:  I  know,  but  the  mere  matter  of  the  room  he 
occupied  has  a  very  remote  reference  to  the  net  profit. 

ME.  HUGHES :    What  do  you  want  me  to  ask  him  ? 

ME.  BECK :  What  do  I  want  you  to  ask  him  ?  I  don't  want 
it  left  in  a  condition  that  may  be  a  false  implication  as  to  whether 
he  pays  less  for  the  rooms  he  has  at  the  Grosvenor  than  he  would 
pay  at  any  similar  apartment  house. 

ME.  HUGHES :    What  I  will  ask  him  is  what  he  pays. 

Q.  What  do  you  pay?   ' 

ME.  HUGHES :  I  thought  you  would  rather  I  wait  for  the 
exact  figures. 

ME.  BECK :  The  trouble  is,  Mr.  Hughes,  without  your  intend- 
ing it,  of  course,  you  lead  up  to  a  point  which  gives  the  news- 
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papers  a  chance  to  put  in  a  cutting  statement  and  then  you  drop 
the  subject. 

ME.  HUGHES :  Now,  you  have  a  chance  at  any  time  to  guard 
against  that,  and  I  have  tried  to  give  Mr.  McCurdy  an  abundant 
opportunity  to  tell  what  he  knows  about  this  business,  and  if  he 
does  not  realize  it,  I  do  not  knoAv  what  I  can  do  to  ni-ke-it  clear 
to  him  that  he  can  explain  everything  fully. 

MR.  BECK:  You  ask  him  about  a  thousand  things,  some  of 
iliem  that  happened  a  quarter  of  a  century  ago,  frequently  you 
drop  an  inquiry  and  start  on  another  inquiry,  and,  of  course,  the 
way  the  former  inquiry  was  left  is  lost  by  both  you  and  the  Com- 
mittee and  the  public. 

THE  CHAIEMAN :  Mr.  Beck,  it  has  occurred  to  this  Com- 
mittee that  both  jou  and  the  witness  are  largely  entitled  to  the 
l^lace  you  make  for  yourselves.  Now,  yesterday,  the  witness' 
attitude  was  such,  and  his  declaration  of  piirpose  of  answering 
or  how  much  he  would  answer  the  inquiry  that  was  made,  -was 
because  he  believed  this  to  be  an  inquisition  and  an  unfair  in- 
quiry, and  your  intimation  is  to  the  same  effect  to-day.  Now, 
then,  the  Committee  is  here  to  make  a  fair  and  honest  inquiry 
into  the  facts  concerning  the  business  and  affiairs  of  life  insurance 
companies,  and  vsdtnesses  and  counsel  that  appear  before  the  Com- 
mittee will  have  just  the  position  before  the  Committee  that  they 
themselves  create  for  themselves.  The  Committee  is  anxious  to 
obtain  the  facts,  and  if  they  are  equally  as  anxious  to  lay  the  facts 
before  the  Committee  as  the  Committee  is  to  get  them,  it  will  be 
an  exceedingly  pleasant  inquiry.  If  they  evade,  or  decline  to 
answer,  then  they  themselves  are  responsible,  and  not  the  Com- 
mittee for  the  resulting  difSculties. 

Now,  further,  Mr.  Beck,  at  any  time  during  Mr.  Hughes'  in- 
quiry we  would  be  very  glad  to  have  you  make  suggestions.  We 
prefer  to  have  you  make  them  to  him  personally,  and  not  openly 
and  orally,  because,  not  speaking  in  criticism  of  you,  the  Commit- 
tee is  aware  that  counsel  sometimes  desire  to  make  statements 
not  for  the  purpose  of  outlining  to  Mr.  Hughes  an  inquiry,  but  for 
the  very  purpose  you  suggest,  of  having  explanations  appear  as 
we  go  along. 

Now,  we  are  anxious  for  these  explanations  when  they  help  us, 
but  we  do  not  desire  them  when  they  obstruct  the  inquiry.  AVe 
want  to  be  fair  and  we  want  the  men  who  appear  here,  both  as 
witnesses  and  counsel,  to  be  fair  with  us. 
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I  suggest  the  best  course,  for  you,  if  you  have  suggestions  to 
make,  is  to  make  them  to  Mr.  Hughes,  privately,  and  if  at  any 
time  you  think  he  is  not  treating  you  fairly  in  your  private  state- 
ments to  him,  the  Committee  will  certainly  protect  you  and  the 
witnesses  under  your  charge,  and  see  that  you  have  the  fairest 
kind  of  treatment,  although  I  do  not  think  you  will  ever  have 
occasion  to  do  that.  But,  inasmuch  as  yesterday  the  witness, 
and  to-day  you,  are  making  these  suggestions,  I  think  it  only 
proper  that  the  Committee  should  make  this  statement. 

MR.  BECK:  I  have  not  thought  at  all  of  imputing  to  Mr. 
Hughes  or  the  Committee  any  desire  to  he  unfair  to  Mr.  McCurdy, 
or  to  any  witness  at  all. 

I  would  also  like  to  say  in  connection  with  the  remark  that  you 
have  just  made,  that  neither  Mr.  McCurdy,  nor  any  of  the  wit-, 
nesses  of  the  Mutual  Life  has  shown  any  indisposition  to  tell  any 
fact  as  to  which  the  witness  is  competent  to  speak.  Mr.  McCurdy 
has  repeatedly  refused  to  answer  questions,  involving  most  tech- 
nical actuarial  knowledge,  which  it  seems  to  me  were  Avholly 
within  the  rights  of  the  witness.  As  to  the  other  matter,  I  want 
to  facilitate  the  inquiries  of  the  Committee,  and  only  a  few  min- 
utes ago  when  the  matter  came  up  of  this  mail-office  husiness,  I 
offered  to  explain  to  Mr.  Hughes  just  why  those  went  to  the 
agency  from  which  they  originated.  There  was  a  very  good  and 
sufficient  reason  which  the  president  did  not  know,  and  acting  on 
the  suggestion  of  Mr.  Hughes  yesterday,  that  he  woiild  be  vei-y 
glad  at  any  time  to  have  counsel  make  any  explanation  to  clear 
up  the  situation,  I  offered  to  do  it,  and  as  I  understood  it,  the  offer 
was  declined,  and  as  soon  as  a  few  more  facts  were  drawn  out  from 
the  witness,  the  inquiry  at  once  turned  into  a  new  channel. 

Now,  I  want  to  say  that  I  don't  impute  to  Mr.  Hughes  any 
intention  to  be  unfair,  but  I  do  say  that  the  net  result  is  quite 
as  unfair  to  the  witness  as  if  it  were  Mr.  Hughes'  intention  that 
it  should  be  imfair.  When  he  develops  a  certain  line  of  inquiry 
it  gives  a  cue  to  the  most  sensational  newspaper  attacks  on  men 
who  have  borne  an  unblemished  reputation  in  the  community  and 
the  inquiry  is  dropped  there. 

I  could  give  a  very  clear  illustration  of  it.  "When  a  few  days 
ago  the  line  of  inquiry  was  introduced  to  show  a  close  physical 
relation  between  Lawrence  &  Company  and  the  supply  depart- 
ment. When  I  asked  whether  the  question  would  not  be  asked 
whether  any  officer  of  the  Mutual  Life  had  any  interest  in  Law- 
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rence  &  Company,  Mr.  Hughes  said,  "  We  will  ask  it  at  another 
time." 

MR.  HUGHES :  And  the  question  was  asked  at  once. 

MK.  BECK:  You  subsequently  did  ask  the  question  of  Mr. 
McCurdy. 

MR.  HUGHES:  At  once. 

MR.  BECK :  Let  us  be  fair. 

THE  CHAIRMAN:  I  want  it  understood  by  you  and  Mr. 
McCurdy  that  this  Committee  is  here  to  build  xip  and  not  to  tear 
down,  but  incidentally  it  is  necessary  to  get  rid  of  some  decaying 
timbers  in  order  to  get  down  to  a  solid  foundation,  but  it  is  the 
intention  of  the  Committee  to  build  up  the  insurance  business 
and  make  it  stronger  and  better  than  it  ever  has  been,  and  the 
only  way  we  can  do  that  is  with  the  assistance  of  you  gentlemen, 
who  know  so  much  more  than  we  ever  can  hope  to  know  about  it, 
so  that  the  only  motive  we  have  is  to  obtain  the  fullest  possible 
information  that  will  help  us  in  our  inquiry,  and  the  least  possible 
information' that  will  not  help  us.  We  don't  care  to  waste  time 
over  mere  details. 

Mr.  Hughes,  our  counsel,  or  Mr.  McKeen,  or  Mr.  Fleming,  will 
readily  be  able  to  agree  with  you  as  to  what  is  helpfiil  and  proper, 
so  you  will  never  have  to  appeal  from  them,  I  hope. 

MR.  BECK:  I  think  Mr.  Hughes  will  bear  me  out  when  I  say 
that  no  requests  that  he  has  made  of  counsel  of  the  Mutual  Life 
for  any  information  whatever  has  been  ignored.  We  have  placed 
our  books,  our  papers,  everything,  subject  to  his  examination,  and 
we  intend  to  continue  to  do  so.  At  any  time  his  request  for  infor- 
mation will  be  cheerfully  honored. 

MR.  HUGHES:  The  record  is  more  eloquent  than  anything  I 
can  possibly  say  of  the  extreme  courtesy  and  fairness  with  which 
this  investigation  has  been  conducted.  If  I  have  erred  at  all  in 
my  duties  to  the  Committee  it  has  been  in  being  more  coiirteous 
many  times  than  circumstances  would  warrant  and  in  going  out 
of  my  way  to  avoid  making  suggestions  which  were  quite  obvioiis, 
and  which  might  have  been  considered  as  indicating  a  desire  to 
make  capital  at  the  expense  of  witnesses.  I  have  again  and  again 
subdiied  a  very  natural  inclination  to  make  retorts,  which  I  think 
would  have  been  .entirely  justified,  out  of  my  desire  that  no  one 
could  honestly  discredit  the  fairness  of  this  investigation.     The 
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witness  wto  gets  himseK  into  a  false  position  has  himself  onlj  to 
blame.  Candor  and  straightforwardness  wiU  ever  be  treated,  as 
they  deserve  to  be  treated,  and  evasion  will  always  be  held  up  to 
the  contempt  which  it  also  deserves, 

(Applause  from  the  audience.) 

THE  OHAIEMA]!^:  Now,  gentlemen,  this  Committee  will  not 
be  aided  in  the  least  by  any  demonstration  by  those  present,  as  I 
have  said  repeatedly,  and  unless  the  audience  will  content  itself 
with  listening  and  refrain  from  manifesting  its  emotions  of  ap- 
proval or  disapproval,  the  audience  will  be  prevented  from  doing 
that  by  exclusion  from  the  room.  Now,  I  have  said  this  half  a 
dozen  times  and  we  ^re  getting  tired  of  repeating  it  daily.  I  hope 
I  will  not  have  to  remind  an  audience  in  this  room  again  that  the 
convenience  of  counsel,  the  convenience  of  witnesses  of  the  Com- 
mittee, requires  that  the  audience  be  spectators  and  nothing 
more. 

This  investigation  is  held  primarily  for  the  information  of  the 
Legislature  and  secondly  for  the  information  of  the  public,  and 
we  are  glad  to  have  you  attend  here  as  long  as  you  remain  simply 
spectators. 

THE  WITNESS:  May  I  avail  myself  of  the  opportunity 

THE  CHAIRMAN:  Yes,  sir. 

THE  WITNESS :  To  express  myself  in  entire  concurrence  with 
the  remarks  of  Mr.  Hughes,  and  to  say  particularly  that  his  re- 
marks as  to  his  own  conduct  of  the  case,  the  self-restraint  that  he 
has  imposed  on  himself,  which  I  have  noticed  with  admiration,  not 
to  say  gratitude.  Those  remarks  I  entirely  concur  in.  I  think 
they  are  entirely  justified  by  Mr.  Hughes'  course  in  the  examina- 
tion of  witnesses  so  far  as  I  have  observed.  I  also  concur  with 
his  concluding  remarks,  thoroughly  and  heartily,  and  I  hope  the 
episode  now  may  be  considered  as  terminated. 

BY  ME.  HUGHES: 

Q.  A  few  noinutes  ago  when  the  matter  of  Charles  H.  Eay- 
mond  &  Company  was  up  and  the  reference  to  Charles  H.  Ray- 
mond &  Company  of  persons  applying  for  insurance,  I  was 
under  the  impression  that  you  had  given  in  your  answer  a  full 
statement  of  the  matter  and  of  the  reasons  for  the  adoption  of  the 
policy  which  had  been  adopted.  If  there  is  anything  to  bo  added 
to  that  you  have  the  opportunity  of  adding  it. 
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MR.  BECK:     About  the  apartment. 

ME.  HUGHES:  Yes,  about  everything  germane  to  that  sub- 
ject. 

MR.  BEOK:  The  explanation  about  tbe  coupon  business  is 
very  simple.  The  coupons,  as  the  witness  has  testified,  are  always 
returned  to  the  ageuoy  in  which  they  originate.  That  is  for  two 
reasons.  Of  course  any  other  course  would  disorganize  the  whole 
system  by  causing  dissatisfaction.  There  is  a  second  and  broader 
reason,  that  is,  that  the  few  who  write  letters  with  reference  to 
insurance  have  a  real  purpose  to  take  out  insurance  and  to  secure 
the  insurance  it  is  absolutely  essential  that  an  agent  should  see 
them. 

MR.  EIORDAN :    Who  pays  for  the  advertising  ? 

MR.  BEOK:    The  company. 

MR.  RIORDAiN":  If  any  of  them  do  take  out  insurance  is  that 
charged  to  the  agent? 

MR  BEOK :  No,  I  think  not ;  no,  I  think  it  is  a  general  charge 
against  the  company.  But  may  I  add  that  the  very  small  per  c^nt. 
of  the  mail  order  business  arises  in  New  York. 

BY  MR.  HUGHES: 

Q.  Are  you  able  to  state,  Mr.  McOurdy,  what  percentage  of  it 
arises  in  New  York?    A.  Np,  sir. 

Q.  Now,  with  regard  to  the  Grosvenor,  what  rent  do  you  pay, 
Mr.  McOurdy?  A.  I  dou  t  pay  any  now  because  my  lease  expired 
on  the  1st  of  July  and  I  have  not  renewed  it.  I  am  going  to  an- 
other hotel  hereafter.  But^  I  will  furnish  you  the  amount  after 
lunch.  My  impression  is — Richard,  do  you  know  how  much  I  paid 
there  per  annum?    Thirty  eight  hundred  dollars? 

Q.  Well  it  was  my  intention  that  the  matter  should  wait  imtil 
the  production  of  the  schedule,  but  I  am  referring  to  it  now  only 
because  your  counsel  wants  me  to  do  so.  A  Very  well.  I  pay  for 
my  room  somewhere  about  four  thousand  dollars,  whether  it  is 
three  hundred  dollars  a  month,  or  something  over  that,  I  don't 
know.  I  think  the  scale  was  raised  a  year  or  two  ago,  and  that  be- 
ing a  matter  of  personal  detail  that  is  attended  to  by  my  secretary, 
and  he  draws  the  check  and  pays  them.  I  want  to  say  this,  if  the 
object  of  the  inquiry  is  to  intimate  in  any  way  the  use  by  me  of 
some  of  the  company's  rooms  in  a  hotel  which  it  owned,  to  my 
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pefTsonal  advantage,  at  less  rat©  than  those  rooms  would  be  paid  for 
by  anyone  else,  that  is  distinctly  not  the  case.  On  the  contrary,  I 
■will  give  the  Committee,  if  they  think  they  want  them,  a  list  of  my 
payments  to  the  Grosvenor  for  every  week  during  the  period  which 
I  have  lived  there  for  the  past  year,  which  is  only  for  a  few  weeks 
in  the  winter,  although  I  pay  for  the  apartments  all  the  year 
round,  for  my  own  convenience.  I  take  those  rooms  by  the  year 
and  keep  them  only  a  few  weeks  in  the  winter.  The  furniture  there 
was  mostly  my  own.  From  time  to  time  I  had  put  it  in  as  it  suited 
me  to  do,  so  I  told  the — the  Grosvenor  had  been  an  apartment 
hotel  owned  by  the  Mutual  Life  Insurance  Company  for  I  think 
at  least  a  dozen  years  before  I  ever  set  foot  in  it,  excepting  to 
make  an  official  visit  of  inspection.  Circumstances  induced  me 
ultimately  to  go  there;  it  was  eonvenient  for  the  Christopher 
Street  Eerry,  which  communicates  directly  through  Tenth  Street, 
and  West  Tenth  Street  with  Fifth  Avenue,  and  my  own  home. 
It  is  the  most  convenient  place  that  I  know  of.  I  went  there  ac- 
cidentally; I  found  it  a  convenient  neighborhood  and  remained 
there  for  a  mimber  of  years.  My  instructions  to  the  manager  of 
the  hotel  were  to  charge  me  for  my  rooms  the  largest  price  which 
he  could  get  for  those  rooms  from  any  other  person.  I  did  not 
conceive  and  do  not  conceive  now  that  it  was  necessary  for  me  to 
make  the  Mutual  Life  Insurance  Company  any  presents,  but  my 
instructions  to  the  manager  of  the  hotel  were  to  charge  me  the; 
highest  price  for  my  room  which  he  would  charge  to  anybody, 
and  I  believe  that  has  always  been  the  case,  and  a  year  or  two 
ago,  or  further  I  can't  tell  you  Avhen,  when  they  changed  system 
from  paying  for  rooms  by  the  month  for  the  winter  season,  to  an 
annual  rental,  the  object  being  in  that  way  to  really  get  more 
money  for  the  company,  I  fell  into  it  at  once,  and  since  then 
I  have  been  paying  by  the  year  for  rooms  that  I  occupy  for  five, 
or  six,  or  seven  weeks  in  the  vsdnter. 

Q.  Vre  you  here  the  whole  winter,  Mr.  McCurdy?  A.  At  the 
Grosvenor? 

Q.  No,  in  the  city  or  hereabouts  ?  A.  No,  I  live  out  of  town, 
I  am  a  countryman. 

Q.  I  mean  you  live  at  Morristown,  I  understand?  A.  At 
Morristown.     May  I  add  one  further  thing? 

Q.  Yes.  A.  "Well,  if  I  was  not  inclined  to  be  rather  amused 
at  it  I  should  consider  it  rather  an  aspersion  upon  my  personal 
dignity  to  assume  in  any  way  that  I  could,  would  or  could  make 
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use  of  an  opportunity  of  that  kind  for  personal  interest.  In 
regard  to  the  other  branch,  apartment  hotel  business  and  things 
of  that  kind,  I  made  up  of  the  charge  for  the  rooms  and  of 
the  charge  for  the  meals.  At  hotels  on  the  American  plan 
so  much  a  day.  I  wish  to  say  in  regard  to  that,  for  reasons 
which  I  think  the  Committee  will  readily  imderstand,  I  could  not 
afford  to  have  any  injurious  suspicions  entertained  or  aspersions 
made  upon  what  would  be  such  a  contemptible  piece  of  action  on 
my  part,  that  I  did  not  pay  as  much  as  anybody  else,  and  I  was 
taking  advantage  of  my  position  as  president  of  the  company  to 
get  food  and  lodging  at  a  lower  price  than  other  people,  and  the 
result  has  been  for  two  or  three  years  past  I  have  been  paying 
for  myself  and  Mrs.  McOurdy  there  during  the  winter  a  higher 
price,  under  my  instructions,  I  think  five  dollars  a  week  higher 
than  anybody  else  paid,  in  the  building,  in  the  hotel.  For  that 
reason  I  wanted  the  manager  to  be  able  to  say  that  Mr.  Mc- 
Curdy pays  more  than  anybody  else  in  the  house  for  his  accom- 
modations. 

Q.  How  much  of  the  year  are  you  here?    A.  In 

Q.  No,  I  mean  in  attendance  at  your  duties?  A.  Oh,  prac- 
tically all  the  year  with  the  exception  of  such  vacations  as  are 
usual  and  common. 

Q.  And  what  vacations  are  those  that  you  take?  A.  Un- 
fortxmately,  Mr.  Hughes,  I  have  a  chronic  trouble,  I  have  gouty 
diathesis  which  renders  it  very  inexpedient  for  me  to  remain  in 
this  climate  during  the  inclement  month,  the  month  of  March. 
•During  that  season  I  have  \isually,  like  all  the  other  men  of  my 
acquaintance,  who  are  getting  on  in  life  do,  I  have  gone  to  the 
South,  to  (lah'fornia  or  what  not,  gone  perhaps  five  or  six  weeks. 
In  the  summer  time  I  take  what  leisure  I  choose  during  the  prac- 
tically dead  months  in  the  insursuice  business  and  banking  business 
generally.  In  l^ie^v  York  there  is  very  little  going  on  and  no  one 
exyjects  the  conceiTis  to  do  very  much  in  July  and  August,  and  I 
consult  my  own  convenience. 

Q.  Recurring  to  the  Grosvenor  again,  is  that  managed  as  a 
hotel  by  the  Mutual  Life?     A.  No. 

Q.  What  do  they  do,  lease  it?  A.  !N'o,  there  is  a  manager 
there  who  looks  after  it. 

Q.  The  manager  who  runs  it  is  paid  a  salary  by  the  company  ? 
A.  Paid  a  salary  and  commission  on  tlie  net  profits. 

Q.  So  it  is  managed  by  the  Mutual  Life  through  its  manager? 
A.  Well,  you  coiild  hardly  say  the  Mutual  Life. 


1548  Legislative  Insurance  Investigation. 

Q.  I  mean  if  it  makes  a  lot  of  money  the  Mutual  gets  it?  A. 
Yes,  sir. 

Q.  And  if  it  loses  a  lot  of  money  the  Mutual  loses  it?  A. 
Yes,  but  the  Mutual  Life  does  not  keep  a  hotel  if  that  is  the 
meaning  of  the  question.  It  does  not  participate  in  any  way  in 
the  management  of  the  place.  It  hires  a  competent  man  to  run 
it. 

Q.  What  is  paid  him,  do  you  know?     A.  What? 

Q.  Do  you  know  what  is  paid  him?  A.  ISTo,  I  do  not.  As 
I  say 

Q.  How  long  has  the  Grosvenor  been  managed  in  that  way? 
A.  Oh,  since  I  can  recollect.     I  do  not  recollect  any  other  way. 

Q.  Is  there  any  special  reason  for  retaining  that  investment? 
A.  ISTot  at  all.  I  have  tried  to  sell  it  two  or  three  times,  and  the 
matter  is  under  consideration  now,  and  has  been.  If  you  choose 
to  ask  Mr.  Michael  Coleman,  who  is  a  well-known  authority  on 
real  estate  values  and  formerly  president  of  the  Board  of  Tax 
Commissioners  of  this  city,  he  has  had  at  my  request  the  subject 
under  consideration  and  given  it  very",  careful  examination,  and 
has  recommended  that  at  present  we  do  not  offer  it  for  sale  for 
certain  local  reasons,  with  regard  to  the  tendency  of  increasing 
values  in  that  part  of  the  town  and  the  practical  limit  which  ha? 
almost  been  reached,  of  desirable  corners  for  improvements  for 
industrial  and  mercantile  purposes. 

Q.  What  is  your  interest  in  the  I^ational  Bank  of  Commerce, 
your  stock-holding  interest?     A.   1,132  shares. 

Q.  What  is  your  interest  in  the  jSTational  Bank  of  Commerce,  ■ 
before  it  absorbed  the  Western   National  Bank  of  the  United 
States,  were  you  not?     A.  Yes. 

Q.  And  so  was  the  Mutual  Life  ?     A.  I  think  so. 
_  Q.  Were  you  a  stockholder  in  the  Hide  and  Leather  Bank? 
A.  I  think  I  was. 

Q.  To  what  extent?     A.  I  could  not  recall  now. 

Q.  Was  there  a  syndicate  that  purchased  stock  of  the  Hide  & 
Leather  Bank?     A.  What? 

Q.  A  syndicate  or  company  of  individuals?  A.  I  really  don't 
know  how  that  was  effected. 

Q.  Were  you  yourself  interested  with  others  in  the  acquisition 
of  the  stock  of  the  Hide  &  Leather  Bank  prior  to  the  change 
of  its  name  to  the  National  Bank  of  the  United  States?     A- 
Well,  T  was  in  this  way.     T  was  originally  a  stockholder  in  a  bank, 
in  which  the  Mutual  Life  Insurance  Company  had  a  con-^iderable 
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interest,  called  the  National  Bank  of  Commerce,  no,  the  Na- 
tional Union  Bank.  That  bank,  I  think,  was  absorbed  by  tho 
Bank  of  Oommerce.  The  capital  of  the  Bank  of  Comtiierce  was 
originally  $5,000,000.  The  Bank  of  Commerce — at  which  time 
I  had  no  interest  in  it  at  all — ^I  am  speaking  from  general  rec  ■>!- 
lection  subject  to  correction  in  regard  to  details,  if  it  is  im- 
portant hereafter — -the  Bank  of  Commerce  as  1  recall  it  doubled 
its  capital  stock  or  made  its  capital  stock  $10,000,000  instead 
of  five  million  dollars,  and  the  National  Union  Bank  raised  it? 
oVn  capital  from  $1,200,000  to  $5,000,000  by  calling  on  its? 
stockholders  to  pay  in  additional  amounts.  Then  the  Bank  of 
Commerce  issued  the  stock  for  the- extra  five  million  to  which, 
its  capital  has  been  increased  in  payment  for  the  stock  of  the 
National  Union  Bank  which  became  absorbed  in  the  National 
Bank  of  Commerce.  The  transactions  of  the  National  Hide  Sr 
Leather  Bank  were  practically  independent.  If  I  recall  right, 
I  had  a  small  interest,  perhaps  a  couple  of  hundreds  of  shares 
which  I  was  invited  to  take  and  did  take  in  the  Hide  &  Leather 
Bank,  and  then  its  capital  stock — ^now,  I  am  talking  quite  at  ran- 
dom, and  I  want  an  opportunity  if  I  make  misstatements  to 

Q.  Certainly.  A.  I  am  only  testifying  from  general  recol- 
lections. 

Q.  Perhaps  this  will  aid  you. 

'(Handing  witness  paper.) 

A.  If  you  will  allow  me  to  finish  just  what  I  was  going  to  say 
and  then  we  will  go  on  with  that. 

Q.  Yes.  A.  The  capital  stock  of  the  Hide  &  Leather  Bank,  I 
think,  was  $500,000.  That  was  increased,  I  think,  to  five  million 
dollars,  and  then  the  increased  capital,  or  so  much  as  was  neces- 
sary, was  used  to  acquire  the  stock  of  the  Western  National  Bank, 
and  after  that  had  been  done  —  I  think  it  is  called  the  National 
Bank  of  the  United  States  under  the  consolidation  —  then  the 
capital  stock  of  the  Bank  of  Oommerce  was  increased  to  its  present 
capital,  which  is  twenty-five  million  dollars  and  the  sum  necessary 
to  acquire  the  capital  stock  of  the  National  Bank  of  the  United 
States  was  used  for  the  acquisition  of  that,  that  is,  by  transferring 
to  the  stockholders  of  that  bank,  and  leaving  its  present  capital  as 
it  now  appears. 

Q.  I  have  here  a  clipping  from  the  Journal  of  Commerce  of 
June  lYth,  190'^,  in  which  it  states  that  Kichard  A.  McCurdy, 
president  of  the  Mutual  Life  Insurance  Company,  and  Frederick 
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Cioiiiwell,  treasurer  of  the  same  company;  "William  0.  Whitney, 
Thomas  0.  Eyan,  Jacob  F.  Schiflf,  Ex-Governor  Levi  P.  Morton, 
and  George  F.  Baker  were  yesterday  elected  directors  of  the  Hide 
&  Leather  National  Bank.     A.  Yes. 

Q.  Calling  your  attention  to  that,  do  you  recall  just  prior  to 
that  the  acquisition  by  the  group  of  gentlemen  named  there,  -with. 
or  without  others,  of  a  large  interest  in  the  Hide  &  Leather  Bank  ? 
A.  I  don't  know  what  the  interest  of  the  others  was,  but  this  is 
undoubtedly  true. 

Q.  Yes.     Did  you  acquire  an  interest  in  it  ?    A.  I  probably  did. 

Q.  Do  you  remember  at, what  rate  ?  A.  No.  I  would  not  have 
been  elected  a  director  if  I  had  not  any  interest  in  it. 

Q.  You  don't  remember  what  number  of  shares  you  acquired? 
A.  No. 

Q.  Whether  it  was  at  150  or  176  ?     A.  No. 

Q.  Do  you  remember  what  was  done  with  the  shares  you  ac- 
quired ?  A.  No,  I  did  not  sell  them.  They  are  represented  now 
substantially  by  my  holdings  in  the  Bank  of  Commerce. 

Q.  You  of  course  have  memoranda  as  to  that  and  you  will  be 
able  to  state  how  much  of  the  1,132  shares  of  the  Bank  of  Com- 
merce that  you  now  hold  came  through  that  original  ownership 
of  Hide  &  Leather  stock  ?  A.  Probably.  I  will  ask  some  of  our 
people  there  that  are  more  familiar  -with  its  details  than  I  am. 

Q.  The  Mutual  Life  was  not  interested  in  the  Hide  &  Leather 
Bank,  was  it  ?     A.  T  don't  think  it  was. 

Q.  Who  was  the  president  of  the  National  Union  Bank  prior 
to  its  absorption  ?  A.  His  name  was  Hendrix,  Joseph  C.  Hen- 
drix. 

Q.  Was  any  payment  made  to  Mr.  Hendrix  in  coniirmation  of 
this  matter  ?     A.  Of  what  ? 

Q.  Of  the  proceedings  which  led  to  the  extinction  of  the  National 
Union  Bank  and  the  absorption  of  the  Hide  &  Leather  Bank  and 
final  development  of  the  National  Bank  of  Commerce  ?  A;  Noav, 
I  can  answer  in  two  ways,  both  of  which  will  be  true.  I  can  say 
not  to  my  knowledge,  which  is  the  fact.  I  can  say  on  the  other 
hand,  if  you  prefer  that  I  should  answer  it  in  that  way,  that  when 
Mr.  Hendrix  voluntarily  retired  from  the  presidency  of  the  Bank 
of  Commerce  and  Mr.  Snyder  was  elected  president  of  that  Bank 
the  Board  of  Directors  of  the  Bank  of  Commerce  voted  Mr.  Hen- 
drix a  retiring  pension.  The  precise  amount  of  that  I  cannot 
recall. 
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Q.  Was  it  $200,000?  A.  I  have  heard  that  sum  mentioned. 
1  have  no  precise  knowledge. 

Q.  Well,  it  has  been  stated  that  a  part  of  this  sum  was  paid  to 
the  Mutual  Life  Insurtmce  Company.     A.  Of  what  sum? 

Q.  Of  the  sum  that  Mr.  Hendrix  received.  Is  there  any  truth 
in  that?  A.  None — it  is  just  as  false  as  a  good  many  other  of  these 
tilings  that  have  been  circulating  in  the  press  and  atmosphero 
generally. 

Q.  That  was  paid  by  the  ISTational  Bank  of  Commerce?  A. 
That  was  paid  by  the  National  Bank  of  Commerce  to  a  retiring 
president  who  voluntarily  accepted  the  situation,  and  yet  whom 
the  directors  thought  it  woiild  be  treating  unfairly  to  leave  out 
of  the  opportimity  of  continuing  to  earn  a  living,  to  qualify  him- 
self for  which  he  had  devoted  the  greater  portion  of  his  life. 

Q.  Well,  Mr.  McCurdy,  I  am  mformed  that  Mr.  Stanchfield 
ii  here  representing  some  witnesses  whom  I  wish  to  examine,  and 
lie  is  anxious  to  get  away.  If  you  will  withdraw  for  a  moment? 
A.  1  will,  with  pleasure. 

LOUIS  BALLARD,  called  as  a  witness,  being  duly;  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Where  do  you  reside?    A.  Seawarren,  New  Jersey. 

Q.  AVhat  is   your  business  ?    A.  Clerk. 

Q.  For  whom  ?    A.  L.  W.  Lawrence. 

Q.  Are  you  not  a  partner  of  L.  W.  Lawrence  ?    A.  No,  sir. 

Q.  Has  L.  W.  Lawrence  any  partner?    A.  No,  sir. 

Q.  Where  is  L.  W.  Lawrence?  A.  Well,  he  is  not — he  is  out 
of  the  State,  sir,  in  Greenwich,  Connecticut,  where  he  resides. 

Q.  How  recently  have  you  seen  him?  A.  Oh  some  little  time 
ago. 

Q.  How  recently?    A.  Oh  I  should  say  a  couple  of  weeks. 

Q.  He  is  at  his  summer  home  at  Greenwich?    A.  Yes,  sir. 

Q.  How  long  have  you  been  clerk  for  L.  W.  Lawrence?  A. 
About  27  year.s. 

Q.  Are  you  associated  with  him  in  any  other  way?  A.  I  am, 
in  connection  with  the  Globe  Printing  Company,  yes,  sir. 

Q.  What  is  the  Globe  Printing  Company?  A.  Well,  1  don't 
know  exactly  how  to  answer  that.  I  am  not  familiar  with  this 
business,  Mr.  Hughes.  If  you  will  let  me  know,  I  will  be  glad  to 
answer  you. 
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Q.  What  business  does  the  Globe  Printing  Company  do  ?  A, 
Well,  that  is  a  pretty  hard  question  for  me  to  answer. 

Q.  Are  you  connected  with  it  ?    A.  I  am  secretary  of  it,  yes,  sir. 

Q.  Secretary  of  the  Globe  Printing  Company  ?    A.  Yes,  sir. 

Q.  '.fo  start  with,  it  is  a  corporation,  is  it  not?    A.  Yes,  sir. 

Q.  What  is  the  amount  of  its  capital  stock?     A.  $10,000. 

Q.  What  is  its  business?     A.  Printing. 

Q.  Has  it  a  plant?    A.  Yes. 

Q.  And  it  does  printing  for  whom?  A.  Well,  it  is  owned  by 
L.  W.  Lawrence. 

Q.  What  is  that?  A.  It  is  owned  by  L.  W.  Lawrence.  That  is, 
he  owns  the  majority  of  the  stoeik. 

Q.  What  is  the  stock?    A.  $10,000. 

Q.  And  he  owns  practically  all  of  it?  A.  He  owns  90  shares 
of  it. 

Q.  90  shares  out  of  the  100  shares?    A.  YeS. 

Q.  And  is  there  any  division  of  business  between  L.  W.  Law- 
rence and  the  Globe  Printing  Company,  that  is,  does  L.  W.  Law- 
rence, in  his  individual  name,  conduct  one  kind  of  a  printing  and 
Frtationery  business  and  the  Globe  Printing  Company  another 
kind.  Or  do  they  both  do  the  same  business?  A.  Well,  I  can- 
not answer  that,  Mr.  Hughes,  I  don't  quite  catch  it.  WhaL  do 
you  mean  by  that? 

Q.  The  Mutual  Life  orders  a  great,  deal  of  printing  and  sta- 
tionery of  L.  W.  Lawrence,  does  it  not  ?     A.  Yes,  sir. 

Q.  And  orders  a  great  deal  of  stationery  and  printing  from 
the  Globe  Printing  Company  ?  A.  Yes,  sir,  I  presume  it  does, 
although  I  don't  have  much  to  do  with  that,  Mr.  Hughes. 

Q.  Well,  do  you  have  anything  to  do  with  it  so  that  you  can 
state  whether  there  is  any  particular  class  of  work  that  goes  to 
the  Globe  Printing  Company  as  distinguished  from  the  class  of 
work  that  goes  to  L.  W.  Lawrence  individually  ?  A.  No,  I 
could  not  state  that. 

Q.  As  a  matter  of  fact  Lawrence  owns  all  of  the  stock  of  the 
Globe  Printing  Company  beneficially,  does  he  not?    A.  Yes,  sir. 

Q.  What  are  your  duties  in  connection  with  L.  W.  Lawrence 
individually  ?  A.  What  I  do  ?  I  have  charge  of  the  stationery 
stock. 

Q.  Have  you  anything  to  do  with  the  printing  ?    A.  Very  little. 

Q.  Who  has  to  do  with  the  printing?  A,  Well,  there  are 
probably  other  people  in  the  place. 
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Q.  Who  are  they?  A.  A  number  of  them.  "We  have  them 
there,  employes  there,  I  suppose. 

Q.  Who  is  it,  if  a  printing  order  is  obtained  by  L.  W.  Lawrence 
&  Company,  who  looks  after  it  ?  A.  If  the  order  came  to  me  I 
would  attend  to  it,  but  as  I  say  my  orders  are  principally  on  the 
stationery,  and  I  have  charge  of  the  supplies. 

Q.  Who  does  have  charge  of  the  other?  A.  Well,  there  is  a 
Mr.  Rogers,  for  instance. 

Q.  Mr.  Edgar  W.  Eogers?    A.  Yes. 

Q.  Is  he  a  clerk  in  the  office  of  L.  W.  Lawrence  ?    A.  Yes,  sir. 

Q.  Does  L.  W.  Lawrence  do  a  retail  business?     A.  Yes,  sir. 

Q.  Does  he  take  orders  from  the  Mutual  Life  or  do  all  the 
orders  go  to  the  Globe  Printing  Company?  A.  They  come  in 
there  from  the  Mvitual  Life,  although  as  I  say  I  have  not  had 
much  to  do  with  that  for  a  number  of  years. 

Q.  Who  are  in  the  office  besides  yourself  and  Mr.  Eogers  ?  A. 
Why,  you  mean  all  the  clerks  there? 

Q.  Yes.  How  many  are  there?  A.  Oh,  I  don't  know,  there 
must  be  ten  or  fifteen  there,  I  guess,  something  like  that., 

Q.  Is  there  a  George  Plunkett  there?    A.  Yes,  sir. 

Q.  Who  is  George  Plunkett?  A.  Why,  he  is  one  of  the  boys 
there,  sir. 

Q.  How  old  is  he  ?  A.  I  really  could  not  tell  you,  but  he  is  a 
young  boy. 

Q.  Well,  is  he  twenty  years  old?    A.  I  should  say  he  was. 

Q.  About  that  ?    A.  Somewhere  around  there. 

Q.  What  does  he  do  there?  A.  Well,  one  of  the  things  he 
does,  he  runs  the  telephone  some  and  dusts  off,  and  things  like 
that. 

Q.   (Handing   paper.)      Is    that   his    signature?      A.  I   don't 

know,   sir. 

Q.  You  never  have  seen  him  write  ?  A.  No,  sir,  not  to  know 
his  writing,  sir.  I  don't  know  much  about  him.  He  is  a  boy 
there. 

Q.  Is  he  under  your  direction  ?    A.  No,  sir. 

Q.  Have  you  ever  seen  any  moneys  or  check  for  moneys  made 
by  the  Mutual  Life  Insurance  Company  come  into  Lawrence  & 
Company's  o&<9e  or  Lawrence's  office  ?    A.  No. 

Q.  Have  you  ever  known  of  George  Plunkett  handling  any 
money  for  the  Mutual  Life?    A.  No. 

Q.  Or  Edgar   W.   Eogers?     A.  No. 

Q.  Have  you  ever  handled  any  money  for  the  Mutual  Life? 
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Q.  Have  you  known  of  Mr.  Kogers  getting  any  money  from 
Mr.  Fields?    A.  No,  sir. 

Q.  Or  of  Mr.  Plunkett  getting  any  money  from  Mr.  Fields? 
A.  JSTo,  sir. 

Q.  Or  from  anyone  else  connected  with  tlie  Mutual  Life?  A. 
No,  sir,  Mr.  Hughes. 

Q.  Is  George  Plunkett  at  your  office  to-day  or  was  he  there? 
A.  I  don't  know  whether  he  is  or  not 

Q.  When  did  you  last  see  him  ?  A.  I  was  in  there  this  morn- 
ing. 

Q.  Were  you  there  yesterday?  A.  I  was  up  here  almost  all 
day  yesterday. 

Q.  There  is  no  trouble  in  having  George  Plunkett  come  down 
here  most  any  time  we  want  him  ?    A.  I  guess  not,  sir. 

Q.  Who  takes  the  orders  that  come  from  the  supply  depart- 
ment of  the  Mutual  Life  to  L.  W.  Lawrence  when  orders  come 
in,  who  attends  to  them?  A.  If  they  should  come  in  I  suppose 
and  want  a  box  of  pens  for  somebody  I  should  supply  them. 

Q.  They  don't  come  in  that  way  and  want  a  box  of  pens  for 
somebody  ?    A.  Yes,  they  do. 

Q.  Do  not  the  orders  come  in  bulk  from  the  Mutual  Life? 
A.  Yes,  sometimes. 

Q.  Do  you  keep  an  order  book  in  which  their  orders  are  placed 
on  file  ?    A.  I  don't  know,  I  don't  have  anything  to  do  with  that. 

Q.  Well,  who  does?  A.  I  told  you  perhaps  Mr.  Rogers  can 
answer  you. 

Q.  What  do  you  do  in  Mr.  Lawrence's  office  ?  A.  I  told  you 
before,  I  was  supply  clerk. 

Q.  What  do  you  do  as  supply  clerk?  A.  My  duty  is  to  keep 
the  supply  of  stationery  in  stock.  There  is  quite  a  little  work.  T 
have  to  look  out  away  ahead.  Some  things  I  order  in  July  for 
about  Christmas  time,  diaries  and  things  I  have  to  keep  in  stock. 

BY  THE  CHAIEMAIST: 

Q.  Do  you  mean  you  are  a  stockkeeper  there  ?  A.  Yes,  sir,  I 
order  all  the  stationery  that  is  ordered.  That  is  what  I  have 
attended  to  for  a  number  of  years. 

BY  MR.  HUGHES: 

Q.  When  orders  come  in  from  the  Mutual  Life  for  stationery 
do  they  come  to  you?    A.  As  I  say  sometimes  they  might  come. 

Q.  Do  they  in  ordinary  course,  do  you  keep  them  ?  A.  iS^ot 
in  the  ordinary  course. 
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Q.  Who  does?  A.  As  I  told  you  before,  I  thought  Mr.  Eogers 
could  probahly  answer  you. 

Q.  He  does  that  as  well  as  for  printing?  A.  I  misunderstood 
you  when  you  said  stationery. 

Q.  Yes,  I  said  stationery.  .  A.  They  might  possibly  come  in 
and  any  of  the  clerks  that  happened  to  be  around  there  anyway 
will  wait  on  them. 

Q.  The  Mutual  life  Insurance  Company  does  not  come  in  to 
be  waited  upon  like  an  ordinary  customer,  it  sends  in  orders. 
Someone  takes  those  orders  and  keeps  them  in  a  book  and  sees 
that  they  are  properly  filed  away  and  sees  that  arrangements  are 
made  for  filing  them?    A.  I  told  jo\i  probably  Mr.  Rogers 

Q.  Mr.  Eogers  ?    A.  Yes. 

Q.  You  do  not  know  anything  about  it  ?    A.  No. 

Q.  When  the  stationery  ordered  by  the  Mutual  Life  is  deliv- 
ered, who  attends  to  the  delivery  ?    A.  I  don't  know. 

Q.  Have  you  ever  seen  any  delivery  made  ?  A.  Yes,  sir,  I  used 
to  deliver  them  myself,  when  I  was  there,  but  of  late  I  don't  know 
much  about  it  as  I  say  I  have  my  own  duties  to  attend  to  and  pay 
attention  to  that  as  best  I  can. 

Q.  Does  anybody  check  off  the  goods  that  are  delivered  to  the 
Mutual  Life  ?    A.  That  I  could  not  say. 

Q.  Against  the  orders  that  have  been  made?  A.  That  I  could 
not  say. 

Q.  Do  you  have  anything  to  do  with  the  making  out  of  bills 
to  the  Mutual  Life  ?    A.  No. 

Q.  Who  does  that?  A.  We  have  our  bookkeepers,  I  suppose 
they  do  that. 

Q.  Does  Mr.  Lawrence  attend  to  any  of  these  things  directly? 
A.  That  I  could  not  say.    I  presume  he  does,  but  I  could  not  say. 

Q.  You  must  be  pretty  busy  in  your  particular  line?  A.  I  have 
a  good  deal  to  attend  to,  yes,  sir. 

Q.  Is  a  file  kept  of  the  orders  of  the  Mutual  Life  in  your  office 
or  in  Mr.  Lawrence's  office?  A.  I  don't  know  whether  there  are 
or  not. 

Q.  You  have  never  seen  anything  of  the  kind  ?    A.  Wo. 

Q.  Aside  from  the  retail  business,  does  Mr.  Lawrence  do  busi- 
ness for  any  other  insurance  company?    A.  Yes,  sir. 

Q.  What  insurance  company?  A.  Well,  there  is  the  —  must 
I  answer  that  question,  Mr.  Hughes  ? 

Q.  Certainly?    A.  I  do  not  like  to  bring  out  our  business 
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Q.  What  is  done  for  other  insurance  companies,  that  is  what 
we  are  here  to  find  out?  A.  Well,  there  is  one  company,  the 
IS^orth  Kiver  Fire  Insurance  Company. 

Q.  Any  life  insurance  companies?    A.  Not  that  I  know  pi,  sir. 

Q.  You  have  an  account  I  suppose  mth  the  Mutual  Life  In- 
surance Company  in  your  books?  A.  I  could  not  answer  that, 
sir,  because  I  don't  know. 

Q.  What  is  the  name  of  your  bookkeeper  ?  A.  Why  we  have 
—  you  are  getting  me  rattled,  Mr.  Hughes.  Excuse  me,  ask  Mr. 
liogers  that  question,  won't  you,  please? 

Q.  What?  A.  You  have  got  me  so  rattled  I  don't  know  what 
I  am  doing. 

Q.  There  is  nothing  to  be  rattled  about.  I  simply  want  you  to 
answer  'a  simple  question. 

MR.  STANCHFIELD:     Take  your  time. 

Q.  Certainly,  take  your  time.  We  want  what  you  know  about 
this  business.  Take  just  as  long  as  you  want  and  get  it  out  as 
straight  as  you  can.     A.  A  frog  gets  down  in  my  throat 

ME.  STANCHFIELD :    What  is  the  question? 

Q.  The  question  is  what  is  the  name  of  the  bookkeeper?  A. 
Mr.  Rogers 

Q.  Mr.  Rogers  ?  A.  No,  it  is  not  Mr.  Rogers.  Mr.  Rogers  is 
one  of  our  men  there  and  will  know.     Parsons  is  his  name. 

Q.  Parsons?    A.  Yes,  that  is  his  name. 

Q.  What  is  his  first  name?    A.  I  don't  know. 

Q.  Now,  taking  the  Globe  Printing  Company  matters,  wlien 
orders  come  from  the  Mutual  Life  to  the  Globe  Printing  Com- 
pany do  you  ever  receive  them  ?    A.  I  don't  think  I  have,  no,  sir. 

Q.  Where  is  the  office  of  the  Globe  Printing  Company?  A. 
The  office  of  it  is  in  Ridgewood,  New  Jersey,  the  Jersey  office. 

Q.  Is  it  a  Jersey  corporation  ?  A.  Tien  we  have  the  printing 
plant  at  No.  7  Dutch  Street. 

Q.  New  York?    A.  Yes. 

Q.  Is  it  a  New  Jersey  corporation  ?    A.  Yes,  sir. 

MR.  STANCHFIELD :  I  would  suggest  that  your  subpcena 
served  upon  Mr.  Ballard  simply  notified  him  to  produce  here  the 
stock  book  of  the  Globe  Printing  Company  and  the  list  of  the 
stockholders  and  in  construing  that  I  said  I  did  not  assume  you 
cared  to  ask  him  any  oral  questions,  for  that  reason,  and  I  don't 
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think  he  has  paid  any  attention  to  it.     Another  witness  who 
knows  more  about  it  is  here,  Mr.  Rogers. 

MR.  HUGHES :  He  is  here? 

MR.  STANCHFIELD:    Yes. 

MR.  HUGHES :  I  will  simply  ask  another  question  or  two  and 
then  call  Mr.  Rogers. 

Q.  In  connection  with  the  Globe  Printing  Company's  business 
do  you  receive  orders,  check  off  deliYeries?  A.  Do  I  receive 
orders  and  check  deliveries  ? 

Q.  Yes.     A.  No,  sir. 

Q.  You  never  did  that  ?     A.  No. 

Q.  Do  you  keep  books,  except  the  stock  books?     A.  No. 

Q.  Who  is  the  bookkeeper  of  the  Globe  Printing  Company? 
A.  We  have  not  any  bookkeeper  that  I  know  of. 

Q.  Who  keeps  the  account  between  the  Globe  Printing  Com- 
pany and  the  Mutual  Life  Insurance  Company?  A.  I  don't  know, 
I  cannot  tell  you. 

MR.  HUGHES:  Will  you  step  aside,  and  Mr.  Rogers  will  take 
the  stand?  Well,  as  it  is  just  one  o'clock,  if  you  will  return, 
Mr.  Rogers,  at  2.15  we  will  take  your  examination  up  then. 

THE  CHAIRMAN:  All  witnesses  who  have  been  requested  to 
be  here  this  morning,  will  be  here  this  afternoon  at  2.15  sharp. 
The  Committee  stands  adjourned  until  2.15. 


AFTER  RECESS. 

GEORGE  J.  PLUNKETT,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Where  do  you  live?     A.  21  Fourth  Place,  Brooklyn. 

Q.  What  is  your  occupation?     A.  Telephone  operator. 

Q.  Eor  whom  ?    A.  L.  W.  Lawrence. 

Q.  How  long  have  you  been  there?     A.  Two  years  ago  last 

June. 

Q.  Always  doing  the  same  work  ?     A.  Yes. 
Q.  Attending  to  the  telephone  ?    A.  Yes. 
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Q.  Is  that  your  signature  (handing  paper)?     A.  It  is  like  it, 
but  it  is  not  my  signature.     I  sign  my  name  George  J.  Plunkett. 
Q.  Did  you  write  that  ?     A.  No,  sir. 
Q.  (Handing  paper.)     Just  write  your  name,  will  you  please  ? 

(Witness  writes  his  name  on  a  piece  of  paper.) 

ME.  STANCHFIELD:  Here  is  what  he  signed  for  me  a  few 
moments  ago. 

Q.  (Handing  paper).  Did  you  write  that  a  few  moments  ago  ? 
A.  Yes. 

ME.  HUGHES:  I  offer  the  paper  just  shown  the  witness  in 
evidence. 

(Paper  marked  Exhibit  273.) 

ME.  HUGHES :  And  the  one  that  he  has  just  written  at  my 
request,  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  274.) 

Q.  Now  look  at  that  voucher  again,  and  that  signature  George 
Plunkett  on  that  and  tell  me  if  you  mean  to  swear  you  did  not 
write  that  ?.    A.  ISTot  to  my  knowledge,  no. 

Q.  Do  you  know  whether  you  did  or  not  ?  A.  To  my  knowl- 
edge I  do  not,  I  did  not  sign  it. 

Q.  Were  you  ever  asked  to  sign  any  such  papers  as  that  ?  A. 
I  only  signed  as  witnesses  for  the  proxies,  no  such  paper  as  that. 

Q.  Did  you  ever  see  any  voucher  for  moneys  in  that  form 
before  ?     A.  No,  sir,  not  in  that  form. 

Q.  In  any  form  ?  A.  I  have  seen  them  in  the  large  full  size, 
sort  o£  a  letter  size. 

Q.  What  kind  of  vouchers?  A.  I  do  not  quite  understand 
what  you  mean  by  that. 

Q.  What  kind  of  vouchers  have  you  seen?  A.  Eegular  full 
sized. 

Q.  Full  sized  what?     A.  Eegular  letter  size. 

Q.  What  sort  of  papers  were  they?  A.  Papers  for  L.  W. 
J;awrenee  that  I  signed  when  I  was  collecting  for  them,  I  would 
hign  them  when  I  collected. 

Q.  Do  you  mean  signed  "  received  payment "  by  so  and  so «  A 
Yes. 
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Q.  How  often  do  you  collect  for  Mr.  Lawrence?  A.  Some- 
times once  a  week,  sometimes  twice  and  sometimes  three  times. 

Q.  Did  you  ever  receive  any  money  from  Mr.  Fields  to  pay 
out  ?     A.  No,  sir. 

Q.  Or  from  Mr.  Norris  ?     A.  No,  sir. 

Q.  Or  from  Mr.  Rogers  ?  A.  Received  any  money  to  pay  out 
from  Mr.  Rogers  ? 

Q.  Well,  did  you  receive  any  money  from  Mr.  Rogers?  A. 
No,  sir.  , 

Q.  Have  you  ever  had  $900  given  to  you  for  any  purpose? 
A.  No,  sir,  I  never  did. 

Q.  $901.15  ?     A.  No,  sir. 

MR.  HUGHES:  I  will  offer  this  voucher  in  evidence  and  I 
call  the  attention  of  the  Committee  to  the  comparison  between 
the  signatures  and  the  signatures  of  the  papers  which  have  been 
signed  by  the  witness. 

(Paper  marked  Exhibit  2Y5  and  read  by  Mr.  Hughes.) 

Q.  Have  you  talked  with  anyone  since  you  have  been  sub- 
poenaed ?     A.  Except  with  Mr.  Rogers. 

Q.  Mr.  Rogers?     A.  Yes,  sir. 

Q.  What  did  you  say  to  Mr.  Rogers?  A.  Mr.  Rogers  asked 
me  if.  I  ever  signed  any  paper  for  anybody  from  the  Mutual  Life 
and  I  told  him  no,  sir. 

Q.  What  did  you  tell  him  ?  A.  I  told  him  no,  sir,  not  to  my 
knowledge,  I  never  signed  any  paper  for  anybody  in  the  Mutual 
Life. 

Q.  Did  he  ask  you  whether  you  had  ever  signed  any  papers  *at 
the  request  of  Mr.  Lawrence  ?     A.  No. 

Q.  Did  he  tell  you  what  you  were  going  to  be  asked  when  you 
came  here  as  a  witness?  A.  No.  He  said  there  was  a  voucher 
there  with  my  signature  and  I  would  probably  be  shown  that,  to 
find  out  if  it  was  my  signature. 

Q.  What  did  he  say  further  than  that  ?     A.  That  is  all  he  said 

about  it. 

Q.  Did  he  tell  you  whether  he  thought  it  was  your  signature  or 
not  ?     A.  No,  sir,  he  did  not. 

MR.  HUGHES :  Just  step  down  for  a  moment,  Mr.  Plunkett, 
and  remain  here.     Mr.  Norris,  take  the  stand. 
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CHARLES  A.  NOEEIS,  called  as  a  witness,  being  dul.v 
sworn,  testified  as  follows: 

BY  ME.  HUGHES : 

Q.  What  is  your  occupation,  Mr.  ISTorris  ?  A.  I  am  employed 
by  the  Mutual  Life  Insurance  Company. 

Q.  In  what  department  are  you  employed?  A.  In  the  supply 
department. 

Q.  How  long  have  you  been  employed  there?  A.  I  don't 
know,  I  should  say  somewheres  five  or  ten  years,  I  don't  remem- 
ber just  the  date. 

Q.  What  is  the  nature  of  your  employment,  what  are  your 
"  duties  ?  A.  I  suppose  I  attend  to  the  requisitions,  filling  of  requi- 
sitions, to  see  that  the  agencies  are  supplied  with  the  customary 
goods  that  are  to  carry  on  the  agencies  and  the  department. 

Q.  Do  you  get  the  orders  together  which  come  from  the  variou;^ 
departmeats  for  printing  and  stationery  and  then  make  out  an 
order  for  what  may  be  required?     A.  I  see  that  it  is  done. 

Q.  Who  actually  does  it?  A.  Mr.  Babcock  d6es  some  of  it, 
a  clerk,  and  some  of  it  is  done  by  some  of  the  various  young. men 
that  I  may  direct  to  do  it. 

Q.  How  long  since  you  have  seen  Mr.  Fields?  A.  I  don't 
know  that  I  could  answer  that,  Mr.  Hughes.  My  recollection 
is  that  I  have  not  seen  him  for  some  time.  It  might  be  the  latter 
part  of  August  or  first  of  September,  but  I  am  not  positive. 

Q.  AVhere  did  yovi  see  him  ?     A.  I  saw  him  at  the  office. 

Q.  And  your  best  recollection  would  be  that  that  was  about 
the  latter  part  of  August  or  the  first  of  September?  A.  As  near 
as  J.  can  remember  or  recall,  yes. 

Q.  Did  he  tell  you  at  that  time  that  he  intended  to  go  away  ? 
A.  He  did  not. 

Q.  When  did  you  first  learn  that  he  intended  to  go  away  ?  A. 
I  never  learned  it. 

Q.  Do  you  know  where  he  is  now  ?     A.  I  do  not. 

Q.  Have  you  had  any  communication  from  him?  A.  I  have 
not. 

Q.  Does  mail  for  him  come  to  the  Supply  Department?  A. 
There  is  mail  for  him  at  the  Supply  Department,  yes. 

Q.  Is  it  being  forwarded  ?  A.  It  is  not.  It  is  being  held  for 
instructions. 

Q.  I^one  has  been  forwarded  for  some  time?  A.  Not  to  my 
knowledge. 

Q.  For  how  long?     A.  Oh,  I  don't  know,  I  should  sav  from 
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the  collection  that  it  has  heen  some  months.  If  he  was  there,  as 
I  recollect,  in  August  he  would  get  his  mail.  It  has  heen  since 
then. 

Q.  I  show  you  a  voucher  dated  January  7th,  1904,  and  signed 
by  William  M.  Carpenter  and  call  your  attention  to  the  stamp 
in  the  corner,  "  Recommended  for  payment  by  Fields,"  with  the 
word  Fields  in  ink.  Is  that  Mr.  Fields'  handwriting?  A.  I 
think  that  is  his,  yes,'  sir. 

Q.  Do  you  ever  sign  Mr.  Fields'  name  to  any  vouchers?  A. 
Yes,  sir. 

Q.  I  mean  vouchers  containing  a  stamp  recommended  for  pay- 
ment by   Fields,  do  you  ever  write  the  name  Fields?     A.  Yes. 

Q.  In  connection  with  moneys  paid  out  for  legal  serv"ices  ?  A. 
ISTo,  I  think  not. 

Q.  Or  ^vhere  the  voucher  recites,  as  this  one  does,  paid  out  for 
professional  services,  or  for  services,  or  in  any  similar  form? 
A.  No,  I  have  no  recollection  of  signing  any  such  vouchers. 

Q.  In  what  cases  do  you  countersign  a  voucher?  A.  For 
supplies. 

Q.  For  moneys  paid  out,  for  supplies?  A.  For  supplies  and 
postage. 

Q.  How  near  is  your  office  to  that  of  Mr.  Lawrence?  A.  I 
should  say  contiguous. 

Q.   A  door  between?     A.  There  is,  yes. 

Q.  A  door  which  is  kept  locked  or  unlocked?  A.  "NTo,  it  is 
generally  open,  so  that  we  have  access. 

Q.  And  are  you  in  and  out  of  there  frequently?  A.  Well,  yes, 
I  should  say  I  am  in  and  out  more  or  less.  I  don't  know  what 
you  call  frequently. 

Q.  Well,  every  day  that  you  are  at  the  office?     A.  Well,  yes. 

Q.  Do  you  know  George  Plunkett  ?    A.  I  do  not. 

Q.   Are  you  acquainted  with  his  signature?     A.  I  am  not. 

Q.  Did  you  ever  see  this  voucher  that  I  now  show  you.  Ex- 
hibit 275?     A.  Oh,  I  never  saw  it  before. 

Q.  Is  the  word  Fields  in  the  stamp  written  by  Mr.  Fields' 
handwriting?  A.  It  has  the  general  appearance  of  the  other. 
I  could  not  say  that.     It  looks  like  his  hand. 

Q.  That  is  your  best  judgment?     A.  Yes,  it  looks  like  his. 

Q.  It  is  not  youi-s?     A.  No. 

Q.  I  show  you  a  series  of  vouchers,  five,  purporting  to  be  signed 
])v  Fields  in  the  stamp  "  recommended  for  payment,"  being 
under  date  of  January  7th,  1904,  signed  by  James  O.  Lawrence, 
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February  17th,  IQiH;  Louis  F.  Murray,  January  15th,  1905, 
signed  John  A.  Ash,  Jr.,  January  12th,  1905,  signed  James  E. 
Craig.  Are  those  signatures  purporting  to  be  by  Fields  in  the 
handwriting  of  Mr.  Fields  according  to  your  best  judgment? 
A.  Well,  I  should  imagine  so.  It  bears  a  similarity  to  the  other 
signature.     I  could  not  say  that  they  were. 

Q.  Who  is  William  M.  Carpenter?  A.  William  M.  Carpenter 
is  an  employe  of  the  Mututal  Life. 

Q.  In  what  department?     A.  In  the  Supply  Department. 

Q.  What  does  he  have  to  do?  A.  1  don't  know  that  there  is 
any  specific  duty  that  he  has  to  do.  Everything  that  is  assigned 
to  him. 

Q.  What  is  assigned  to  him,  what  generally  does  he  do?  A. 
He  may  make  out  orders  for  me,  he  may  write  letters  for  me,  I 
do  not  recall,  whatever  the  occasion  called  for  I  would  have  him 
do. 

Q.  What  do  you  do  with  reference  to  the  checking  off  of  ma- 
terial delivered  by  Lawrence  or  the  Globe  Printing  Company? 
A.  It  is  checked  for  me. 

Q.  Who  does  it?  A.  The  various  clerks,  some  one  and  some 
another,  not  any  one  in  particular. 

Q.  Do  you  know  whether  as  a  matter  of  fact  the  printing  and 
stationery  paid  for  by  the  Mutual  Life  to  Lawrence,  has  been  de- 
livered to  the  Mutual  Life?     A.  I  believe  it  has,  yes,  sir. 

Q.  Are  you  able,  from, your  own  examination  of  the  inaterial 
delivered,  to  swear  to  that  positively?  A.  I  would  not  hesitate 
to  make  an  affidavit  that  the  delivery  had  been  made. 

Q.  Have  you  anything  to  do  with  the  making  up  or  the 
O.  K.-ing  of  the  bills  for  printing  and  stationery  paid  by  the 
Mutual  Life?     A.  I  have  the  0.  K.-ing  of  them  I  presume. 

Q.  Does  that  include  the  Globe  Printing  Company?  A.  It 
does. 

Q.  What  amount  of  business?  that  is,  what  amount  for  print- 
ing and  stationery  was  paid  to  the  Globe  Printing  Company  in  the 
year  1904,  by  the  Mutual  Life?  A.  I  could  not  tell  you  Mr. 
Hughes  without 

Q.  Can  you  tell  me  approximately?     A.  No,  I  could  not. 

Q".  Can  you  tell,  I  mean  within  ten  thousand  or  twenty  thou- 
sand dollars?  A.  No,  it  would  be  a  matter  of  guess  entirely  unless 
I  referred  to  the  books. 

Q.  Have  you  got  books  which  will  show  that?,  A.  The  auditor 
has,  yes,  sir. 
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Q.  Have  you  a  book  in  the  Supply  Department  which  shows 
the  orders  that  have  been  given,  the  prices  at  which  the  goods 
have  been  furnished,  and  the  bills  that  have  been  paid  ?  A.  Oh, 
the  bills  I  take  it,  with  the  prices  on  them,  go  to  the  auditor. 

Q.  What  books  do  you  keep  in  the  Supply  Department?  A. 
We  keep  a  book  that  shows  the  goods  that  are  sent  out.  We 
charge  to  the  various  agencies  and  departments  the  goods  that  we 
furnished.      They  make  requisitions  and  we  charged  that  up. 

Q.  What  books  have  you  which  show  the  transactions  of  the 
Mutual  Life  and  Lawrence  and  the  Globe  Printing  Company? 
A.  I  don't  know  that  we  would  have  any.  That  would  be  with  the 
auditor. 

Q.  You  have  copies  of  orders  given,  have  you  not?     A.  Yes. 

Q.  Duplicate  orders  ?  A.  We  have  an  order  book  and  keep  a 
copy  of  the  orders,  yes. 

Q.  And  that  would  show  the  orders  given  to  Lawrence  and  the 
Globe  Printing  Company  ?     A.  Yes,  it  should. 

Q.  Do  you  keep  any  memoranda  of  the  amounts  delivereil 
against  those  orders  ?     A.  They  are  checked  up,  yes. 

Q.  Would  that  be  shown  on  the  orders  themselves  by  checking  ? 
A.  No. 

Q.  Where  would  it  appear  ?  A.  It  would  appear  —  now  your 
question  again. 

Q.  Where  would  it  appear  that  you  had  the  amount  of  mate- 
rial that  had  been  delivered  to  you  upon  these  orders?  A.  We 
would  get  it  from  the  shipments  to  the  various  agents  and  the 
departments,  I  take  it. 

Q.  Have  you  got  any  memorandum,  or  copy  of  bills,  or  state- 
ments of  the  amount  paid  in  your  department?  A.  I  think  that 
goes  to  the  auditor. 

Q.  That  goes  to  the  auditor?     A.  Yes. 

Q.  The  auditor  of  course  keeps  a  file  of  vouchers  ?     A.  Yes. 

Q.  What  I  want  to  get  at  is,  apart  from  this  very  voluminous 
set  of  vouchers  whether  you  have  any  entries  in  books  which  will 
show  the  amounts  paid  Lawrence  and  the  amounts  paid  the  Globe 
Printing  Company,  and  for  what  the  amounts  were  paid  ?     A.  ~So. 

Q.  You  have  nothing  in  the  supply  department  that  would  show 
that?     A.  No. 

Q.  Well,  has  the  auditor  anything  so  far  as  you  know?     A.  I 

don't  know. 

Q.  Have  you  had  any  occasion  to  receive  cash  from  time  to 
time  from  Mr.  Melds  for  disbursements  ?     A.  No,  sir. 
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Q.  You  never  have  done  that?     A.  No. 

Q.  Have  you  had  anything  to  do  with  Mr.  Fields  in  his  work 
in  connection  with  legislation?    A.  No. 

Q.  Have  you  ever  paid  any  money  to  any  individuals  in  con- 
nection with  any  matters  of  legislation  ?     A.  No,  sir. 

Q.  Have  you  ever  known  of  any  such  payments  ?  A.  I  have 
no  recollection  of  it  at  all. 

Q.  Well,  have  you  at  any  time  acted  in  such  matters  on  behalf 
of  Mr.  Fields?     A.  No. 

Q.  Have  you  ever  known  of  any  items  being  charged  to  the 
printing  and  stationery  account  which  were  not  printing  and  sta- 
tionery ?    A.  I  have  no  recollection  of  it,  no  knowledge. 

Q.  Why  do  you  say  you  have  no  recollection  ?  Do  you  mean 
by  that  that  you  are  not  in  a  position  to  deny  that  you  have  known 
of  such  matters  ?  A.  Oh,  I  don't  know ;  I  haven't  known  of  them, 
and  don't  knoM'. 

THE  CHAIEMAN:  We  can't  hear  anything  you  say.    I  am 

sorry. 

THE  WITNESS:    Well,  I  am  sorry,  too. 

THE  CHAIEMAN:  I  wish  you  would  make  an  effort  to  speak 
a  little  louder. 

^  Q.  Do  you  deny  positively  that  matters  have  been  charged  to 
the  printing  and  stationery  account  of  the  supply  department 
which  were  not  for  printing  and  stationery  ?  A.  Will  you  repeat 
that  question. 

(Question  read  by  the  stenographer.) 

A.  I  have  no  knowledge  of  it  whatever. 

Q.  AVhenyou  get  requisitions  from  the  various  departments 
of  the  Mutual  Life  for  printing  and  stationery  what  do  you  do 
to  secure  a  low  price?  What  bids  do  you  ask  for,  what  compe- 
tition do  you  demand  ?     A.  I  don't  know  that  I  demand  any. 

Q.  Have  you  known  that  the  Globe  Printing  Company  was 
owned  practically  by  Mr.   Lawrence?     A.  No. 

Q.  Did  you  suppose  that  there  was  any  competition  between 
Mr.  Lawrence  and  the  Globe  Printing  Company?  A.  No;  I  had 
no  reason  to. 

Q.  Did  you  make  any  distinction  with  reference  to  the  orders 
given  to  Lawrence  and  the  orders  given  to  ihe  Globe  Printing 
Company?    A.  No. 
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Q.  Did  you  give  orders  for  printing  to  Mr.  Lawrence  ?    A.  Yes, 

sir. 

Q.  Did  you  give  orders  for  stationery  to  the  Globe  Printing 
Company?     A.  ]!To. 

Q.  Tlien  the  stationery  orders  that  went  to  Mr.  Lawrence 
directly  or  indirectly  went  to  him  individually  and  not  to  the 
company?    A.  The  Globe  Company  you  speak  of? 

Q.  You  never  gave  any  orders  for  stationery  to  the  Globe 
Printing  Company?    A.  No. 

Q.  Why  did  you  give  orders  for  printing  to  Mr.  Lawrence  and 
not  to  the  Globe  Printing  Company?  A.  "We  were  dealing  with 
Mr.  Lawrence;  that  is  the  only  answer  I  can  make  to  it. 

Q.  Do  you  have  in  your  mind  any  line  of  distinction  as  to 
when  orders  should  be  given  to  the  one  or  the  other?    A.  No. 

Q.  Did  you  try  to  equalize  them  so  there  would  be  just  about 
half  of  the  total  amount  to  one  and  half  to  the  other?    A.  'So. 

Q.  Is  it  a  fact  that  they  have  been  about  equally  divided  ?  A. 
I  couldn't  answer  that;  I  don't  know. 

Q.  You  have  no  idea  on  that  subject?    A.  ISTo. 

Q.  Does  Mr.  Lawrence  get  any  payments  for  advertising  from 
the  Mptual  Life?     A.  Not  that  I  know  of. 

Q.  You  have  never  heard  anything  of  the  sort?  A.  What 
advertising  do  you  mean? 

Q.  That  is  what  I  want  to  find  out.  First  I  want  to  know 
whether  he  ever  gets,  as  far  as  you  know,  orders  for  advertising? 
A.  No,  not  in  the  ordinary  sense  of  the  word  advertising,  no. 

Q.  What  do  you  have  in  mind  when  you  say  in  the  ordinary' 
sense?     A.  Advertising  in  newspapers  and  things  of  that  kind, 

Q.  What  other  ways  could  he  get  advertising?  A.  Might  be 
advertising  novelties. 

Q.  What  do  you  mean? 

ME.  STANCHPIELD:  Calendars,  and  things  of  that  descrip- 
tion. 

Q.  You  mean  stationery  used,  for  advertising?  A.  Yes,  and 
little  pocket  books  or  memorandums,  advertising  novelties  they 
are  called,  advertising  novelties.  It  is  a  common  thing,  I  think, 
you  will  find  in  the  market.    You  will  find  they  are  commonly  sold. 

Q.  Now,  you  keep  books,  as  I  understand  it,  that  will  show 
requisitions  by  the  various  departments,  what  all  this  printing 
and  stationery  was  used  for,  what  department  it  went  to,  and  in 
what  amount,  is  that  right?     A.  T  think  so. 
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Q.  Are  those  books  divided  by  years,  or  does  one- book  cover 
a  series  of  years  ?  A.  I  think  a  book  covers  possibly  a  series  of 
years. 

Q.  I  would  like  to  have  you  bring  down  that  book,  if  you  will, 
and  if  you  have  anything  which  will  show  the  proportion  of  orders 
given  to  Lawrence  and  the  proportion  given  to  the  Globe  Printing 
Company  I  would  be  glad  to  have  that.  I  will  excuse  you  for  the 
present,  if  you  will  get  that  book. 

Mr.  Rogers,  will  you  take  the  stand. 

EDGAE  W.  EOGEES,  called  as  a  witness,  was  duly  sworn. 

ME.  STANCHFIELD:  Before  this  examination  proceeds,  if 
the  Committee  please,  I  would  like  in  a  word  to  call  the  attention 
of  the  Committee  to  the  status  of  the  witness  about  to  be  exam- 
ined. He  is  a  citizen  of  New  Jersey  with  a  place  of  business  in 
the  city  of  New  York.  He  is  not  an  officer  or  an  employe  of  the 
Mutual  Life  Insurance  Company,  nor  of  any  insurance  company 
Avhose  affairs  are  now  a  topic  of  investigation.  In  appearing  here, 
either  by  himself  or  through  counsel,  we  desire  it  expressly  under- 
stood that  he  does  not  waive  the  right  to  contest  either  the  juris- 
diction of  this  Committee  over  his  person  or  its  right  to  subject 
him  to  interrogation.  I  don't  want  that  remark  misconstrued. 
He  is  willing  to  do  everything  in  his  power  to  facilitate  the  pur- 
poses of  this  inquiry  within  its  legitimate  and  proper  scope,  but 
he  is  a  private  citizen  engaged  in  business  as  a  merchant  in  the 
City  of  New  York,  and  with  reference  to  the  dealings  that  he  has 
with  the  Mutual  Life  Insurance  Company  there  is  nothing  to  veil 
or,  to  conceal,  but  as  to  his  private  affairs  or  private  business,  I 
would  like  to  call  the  attention  of  both  the  Committee  and  Mr. 
Hughes  to  the  fact  that  we  do  not  think  it  either  relevant,  proper 
or  germane,  to  interrogate  liim  as  to  them,  and  it  is  with  a  view 
to  presenting  the  question  if  it  should  arise  later  that  upon  the 
threshold  of  this  inquiry  I  desire  to  call  the  attention  of  the 
Committee  to  the  position  which  he  occupies  here. 

BY  ME.  HUGHES: 

Q.  What  is  your  occupation,  Mr.  Eogers  ?     A.  I  am  a  clerk. 

Q.  Your  counsel  has  just  said  you  are  a  merchant  doing  busimjss 
in  the  city  of  New  York.  What  is  your  particular  business  as  a 
merchant?     Are.  you  a  merchant  ?     A.  Counsel  has  so  stated. 

Q.  Well,  are  you?     A.  What  is  the  ruling  on  that? 
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Q.  You  talk  so  low  I  can  hardly  hear  you.  A.  I  will  try  and 
talk  a  little  louder. 

Q.  I  don't  know  whether  the  Committee  can  or  not. 

ME.  STAJSrOHFIELD:  That  is  rather  a  play  upon  words.  In 
describing  him  as  a  merchant  I  did  not  mean  to  preclude  him  from 
saying  he  was  a  clerk.  I  meant  to  say  he  was  a  private  citizen 
with  rights  that  you  and  the  Committee  should  respect. 

MK.  HUG-HES:  I  suppose  he  has  the  rights  of  anyone  who  is 
within  the  jurisdiction,  but  what  I  want  now  is  this.  I  thought 
from  what  you  said  tliat  he  was  something  more  than  a  clerk,  and  I 
want  to  know  whether  that  is  a  fact. 

THE  WITNESS:    I  think  not. 

Q.  Your  sole  business  is  that  of  a  clerk  for  L.  W.  Lawrence?  A. 
YeSj  sir. 

Q.  And  you  are  also  an  officer,  as  I  understand  it,  of  the  Globe 
Printing  Company?     A.  You  are  quite  right. 

Q.  And  what  office  do  you  hold  in  the  Globe  Printing  Com- 
pany ?     A.  I  am  president. 

THE  CHAIEMAN :  The  Committee  would  like  to  hear  you. 

THE  WITNESS  :  All  right,  sir.     I  will  talk  a  little  louder. 

MR.  COX :  He  answered  he  was  president. 

THE  WITNESS :  President  of  the  company. 

Q.  President  of  the  Globe  Printing  Company?      A.    Yes,  sir. 

Q.  And  what  do  you  do  as  president  of  the  Globe  Printing 
Company  ?  Do  you  have  active  duties  to  perform  or  is  your  offi<;e 
;i  nominal  one  ?     A.   Merely  a  nominal  one. 

Q.  Then  the  business  of  the  Globe  Printing  Company  is  actu- 
ally transacted  by  whom  ?     A.   L.  W.  Lawrence. 

Q.  What  do  you  do  as  a  clerk  for  L.  W.  Lawrence  in  his 
individual  business  ?     A.   I  have  no  specific  duties. 

Q.  Well,  generally,  what  are  your  duties?  A.  The  general 
oversight  of  the  affairs  of  the  store. 

Q.  Does  that  involve  the  examination  of  orders  as  they  come 
in  ?     A.   To  some  extent. 

Q.  Seeing  that  the  orders  are  executed  ?  A.  To  some  extent, 
yes,  sir. 

Q.  Supervision  of  books  ?     A.   No,  sir. 
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Q.  ^A^lo  is  in  charge  of  the  bookkeeping  in  that  biisiness  ?  A. 
The  bookkeeper. 

Q.  How  long  is  it  since  you  have  seen  Mr.  Andrew  0.  Fields  ? 
A.   I  saw  Mr.  Fields  some  time  last  summer. 

Q.  Where  did  you  see  him  ?     A.   He  passed  through  our  place. 

Q.  Was  he  frequently  in  your  place  when  he  was  in  New  York  ? 
A.    'No,  sir,  not  frequently;  he  was  there  occasionally; 

Q.  Did  you  have  occasion  to  visit  him  in  his  adjoining  office 
frequently  ?     A.   ~No,  sir. 

Q.  Did  you  put  in  your  time  at  the  office  of  Mr.  Lawrence? 
A.    Yes,  sir.  v 

Q.  In  the  Mutual  Life  building?  A.  In  the  Mutual  Life 
building. 

Q.  Now  I  show  you  a  voucher  signed  George  Plunkett.  Do 
you  know  the  George  Plunkett  who  has  been  upon  the  witness 
stand?      A.    I  do. 

Q.  You  have  seen  him  write  ?     A.  Yes ;  I  have  seen  him  write. 

Q.  Isn't  that  his  signature  to  that  voucher  in  your  judgment? 
A.   My  judgment  is  that  it  looks  like  it. 

Q.  You  really  haven't  any  doubt  of  it,  have  you,  in  your  own 
mind  ?  A.  Well  now  I  wouldn't  like  to  bear  testimony  to  that, 
Mr.  Hughf^r      It  looks  very  much  like  his  signature. 

Q.  Well,  do  you  refuse  to  say  whether  you  have  any  doubt  of 
it  ?  A.  I  will  say  that  I  don't  know.  I  will  admit  that  it  looks 
like  his  signature. 

Q.  I  show  you  this  voucher,  referring  again  to  Exhibit  275, 
and  I  will  ask  you  if  you  know  anything  of  the  matters  recited 
there,  the  receipt  of  $901.15?    A.  No,  sir. 

Q.  Did  you  ever  know  of  George  Plunkett  receiving  any  money 
from  the  Mutual  Life  Insurance  Company  ?     A.   No,  sir. 

Q.  Or  rendering  any  service  to  the  Mutual  Life  Insurance  Com- 
pany?    A.  No,  sir. 

Q.  Now  I  show  you  a  voucher  purporting  to  be  signed  Edgar 
W.  Koger,  dated  November  7th,  1902.  Is  that  your  signature  ? 
A.  Yes,  sir,  I  should  say  that  that  was  my  signature. 

MR  HUGHES:  I  offer  it  in  evidence. 

(Marked  Exhibit  276  and  read  by  Mr.  Hughes.) 

Q.  Did  you  receive  that  money  from  the  Mutual  Life  Injjur- 
ance  Company  ?      A.    I  must  have  done  so. 

Q.  From  whom  did  you  receive  it?    A.  I  have  no  recollection. 
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Q.  What  did  you  do  witli  it?    A.  I  don't  remember. 

Q.  Did  you  ever  receive  at  any  other  time  any  money  from  the 
Mutual  Life  Insurance  Company?  A.  I  have  no  recollection  of 
so  doing. 

Q.  Then  it  was  an  exceptional  case  ?    A.  Apparently  so. 

Q.  What  occasion  had  you  to  receive  money  from  the  Mutual 
Life  and  to  pay  it  out  for  their  legal  expenses  ?  A.  My  ansvfer 
would  have  to  be  the  same,  Mr.  Hughes,  I  don't  remember. 

Q.  Did  you  ever  talk  with  Mr.  Fields  with  regard  to  the  pay- 
ment of  money  out  for  legal  expenses  of  the  Mutual  Life?  A. 
]N"o,  sir ;  I  have  no  recollection  of  so  doing. 

Q.  Will  you  say  that  you  have  not  ?  A.  Yes,  I  will  say  that  I 
have  not. 

Q.  Then  this  money  which  was  received  by  you  and  which  you 
have  stated  in  your  receipt  to  have  been  paid  out  for  legal  serv- 
ices was  received  and  paid  out  without  any  communication  with 
Mr.  Fields  upon  the  subject  ?    A.  That  is  my  recollection. 

Q.  Well,  now  with  whom  did  you  communicate?  A.  I  don't 
remember. 

Q.  Did  you  pay  out  this  money  for  legal  services  to  anybody 

that  is  mentioned  in  the  voucher?     A.  That  is I  will  have 

to  answer  you  again  that  way,  Mr.  Hughes ;  I  don't  remember  the 
circumstances. 

Q.  What  do  you  remember  about  it?  A.  I  remember  abso- 
lutely nothing  about  it.  There  is  my  signature;  there  is  nothing 
more  to  be  said. 

Q.  Is  it  possible  that  a  voucher  has  been  put  in  with  your  sig- 
nature attached  to  it  when  you  had  nothing  to  do  with  the  trans- 
action ?    A.  I  don't  believe  that  that  is  so. 

Q.  Now,  that  being  a  case,  as  I  wnderstand  your  testimony,  by 
itself,  you  must  have  some  memory  upon  the  subject  and  we 
would  be  glad  to  know  what  that  is  ?  A.  At  this  time  I  cannot 
tell  you,  sir.  If  you  wish  me  to  look  the  matter  up  I  will  en- 
deavor to  do  so.  , 

Q.  Have  you  any  means  of  looking  it  up  ?  A.  I  w^l  Mideavor 
to  refresh  my  memory.    At  this  moment  I  couldn't  tell  you. 

Q.  Did  this  matter  go  through  your  bank  account  ?  A.  I  have 
no  recollection  of  the  distribution  of  it. 

ME.  STANCHFIELD :  We  will  look  that  up  if  you  desire, 
Mr.  Hughes. 

5d 
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ME.  HUGHES :  I  should  be  glad  to  have  it  looked  up,  and  I 
should  be  glad  to  have  the  Mutual  Life  Insurance  Company  pro- 
duce the  checks,  if  there  are  any,  covering  the  payment  of  $901.15 
receipted  for  by  George  Plunkett  on  February  20th^  1906,  and 
the  check  for  $1,667.51  receipted  for  by  Edgar  W.  Kogers. 

Q.  Didn't  you  think  it  was  an  extraordinary  thing  that  you 
should  receive  money  to  pay  out  for  l^al  expenses  for  the  Mutual 
Life?      ■ 

ME.  STANCHFIELD:    What  is  the  date  of  that— pardon  me. 

ME.  HUGHES :  November  7th,  1902. 

A.  That  was  three  years  ago,  Mr.  Hughes. 

Q.  Yes,  I  know  it  was  about  three  years  ago.  I  don't  remember 
that. 

Q.  Three  years  is  not  so  long  a  time  to  remember  a  transaction 
of  that  sort.  Didn't  you  think  it  was  an  extraordinary  thing  that 
you  should  receive  money  to  pay  out  for  legal  expenses  for  the 
Mutual  Life?  A.  Why  really,  Mr.  Hughes,  I  don't  know  what 
my  thoughts  were,  at  that  time.    This  is  three  years  later. 

Q.  You  have  no  reooUeotion  whatever  about  the  matter?  A. 
That  is  the  statement  that  I  have  made. 

ME.  HUGHES :  I  am  informed  that  in  your  books  you  go  by 
the  stamp  in  red  ink  and  not  by  the  date  of  the  voucher  so  that 
the  check  that  I  want  is  the  check  for  this  amount  $1,667.50, 
voucher  dated  November  7th,  1902,  the  stamp  of  the  Committee 
on  Expenditures  is  November  12th,  1902,  and  in  the  case  of 
Plunkett  the  voucher  is  dated  February  20th,  1905,  and  the 
stamp  is  February  28th,  1905. 

Q.  Have  you  any  intimate  friends  among  the  lawyers  of  the 
Mutual  Life?     A.  I  should  say  not 

Q.  Does  your  business  throw  you  in  contact  vdth  lawyers? 
A.  Not  to  any  extent;  no,  sir. 

Q.  How  long  have  you  known  Mr.  Stanchfield?  A.  Why,  I 
have  known  Mr.  Stanchfield  about  a  week. 

Q.  Who  suggested  to  you  the  retaining  of  Mr.  Stanchfield  to 
appear  for  you  here  ?  A.  Why,  I  think  Mr.  Lawrence  suggested 
that  to  me. 

Q.  When  did  you  see  Mr.  Lawrence?  A.  The  last  time  I  saw 
Mr.  Lawrence  was  two  ot  three  days  ago. 
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Q.  Where  did  you  see  him  ?    A.  At  his  country  place. 

Q.  Where  is  that?     A.  Greenwich,  Connecticut. 

Q.  Did  you  go  there  and  visit  him  ?  A.  I  went  there  and  vis- 
ited him, 

Q.  Did  he  give  you  any  idea  when  he  intended  to  come  to 
New  York  ?     A.  He  did  not 

Q.  Have  you  had  occasion  to  know  of  any  payments  received 
by  Mr.  Lawrence  from  the  Mutual  Life  for  advertising?  A. 
Nothing  more  than  the  payment  of  advertising  bills  for  adver- 
tising supplies. 

Q.  That  was  what  was  mentioned  by  Mr.  Norris  in  the  way 
of  novelties  ?  A.  Oh,  y^,  or  little  bits  of  printing,  the  printing 
of  advertising  slips  or  matters  of  tbat  kind. 

Q.  Have  you  any  recollection  which  will  enable  you  to  state 
approximately  the  amount  of  money  received  by  Mr.  Lawrence 
from  the  Mutual  Life  last  year,  1904?  A.  Why,  I  should  judge 
somewhere  between  three  and  four  hundred  thousand  dollars. 

Q.  How  much  was  received  by  the  Globe  Printing  Company, 
approximately,  from  the  Mutual  Life  in  1904?  A.  Well,  that 
incorporates  both  accounts. 

Q.  That  incorporates  both  accounts?     A.  Yes. 

Q.  How  was  the  total  amount  divided,  roughly?  About 
equally  ?  A,  I  don't  think  so,  I  don't  think  there  is  any  definite 
provision. 

MR.  STANCHFIELD:  Mr.  Hughes,  there  really  was  no  sig- 
nificance of  the  Globe  Printing  Q>mpany.  Mr.  Lawrence  held 
a  chattel  mortgage  on  the  printing  office,  and  as  a  mere  matter 
of  caprice  he  ordered  it  incorporated,  and  had  it  incorporated 
and  the  two  have  been  conducted  just  exactly  as  if  it  was  in  the 
individual  name  of  Mr.  Lawrence. 

MR.  HUGHES:   That  statement  I  will  be  glad  to  have  noted. 

Q.  Then,  how  does  it  happen,  that  orders  come  now  for  the 
Globe  Printing  Company  and  now  for  Lawrence  ?  I  mean  orders 
from  the  Mutual  Life  ?  A.  Why,  I  don't  know  how  that  is,  sir. 
As  I  recollect  it  the  orders  have  been  made  to  L.  W.  Lawrence. 

Q.  When  did  Mr.  Lawrence  acquire  the  Globe  Printing  Com- 
pany? A.  Oh,  some  five  or  six  years  ago,  approximately.  Pos- 
sibly a  little  longer. 
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Q.  Hare  you  occasion  to  know  of  the  rates  paid  to  Mr.  Law- 
rence or  tlie  Globe  Printing  Company  for  work  ?  A.  I  have  some 
idea. 

Q.  Does  that  come  under  your  supervision?  A.  I  have  some 
idea  of  the  prices. 

Q.  Do  you  have  anything  to  do  with  checking  off  the  deliv- 
eries that  are  made  under  the  orders?    A.  Oh,  no. 

Q.  Does  Mr.  Lawrence?     A.  No. 

Q.  "Who  does  ?    A.  Why,  some  of  the  hoys. 

Q.  Is  there  any  way  in  the  office  of  Lawrence  &  Company  of 
ascertaining  that  all  the  goods  ordered  and  paid  for  by  the  Mu- 
tual Life  have  been  delivered?  A.  Why,  I  think  so.  It  is  a  fair 
assumption  that  it  has  been. 

Q.  Suppose  we  wanted  to  examine  into  that,  what  records,  or 
what  persons,  are  there  who  could  give  evidence  on  that  subject? 
A.  Oh,  I  have  no  doubt  that  any  of  the  boys  who  look  after  those 
things  in  the  Shipping  Department  would  be  able  to  do  that. 

Q.  Do  you  keep  a  record  of  shipments?    A.  Yes. 

Q.  And  the  shipments  are  checked  off  on  shipping  tickets? 
A.  That  I  believe  is  the  method. 

Q.  And  are  they  posted  into  some  book?    A.  ^o. 

Q.  Who  receipts  for  delivery  on  behalf  of  the  Mutual  Life  as  a 
rule?  A.  Why,  probably,  ten  per  cent.  —  or  ninety  per  cent,  of 
the  goods,  that  are  purchased  by  the  Mutual  life  for  their  ac- 
count are  shipped  direct. 

Q.  To  whom?    A.  Why,  to  the  various  agents. 

Q.  I  see.     On  their  order  ?    A.  On  their  order. 

Q.  And  then,  of  course,  you  have  shipping  receipts  ?  A.  Why, 
we  ought  to. 

Q.  You  say  ten  per  cent,  or  ninety  per  cent.?  A.  Ninety  per 
cent. 

Q.  Ninety  per  cent.  ?    A.  Yes,  sir. 

Q.  And  only  about  ten  per  cent,  is  delivered  directly  at  the 
home. office  of  the  eompaijy?  A.  Those  are  approximate  figures, 
you  understand.     As  I 

Q.  Oh,  yes,  of  course.  Koughly.  A.  Roughly  speaking,  yes, 
sir. 

Q.  Have  you  books  of  Lawrence  &  Company,  or  files,  contain- 
ing the  orders  showing  the  prices  of  the  various  goods  ordered, 
and  their  amounts?  Have  you  such,  files  in  Lawrence's  office? 
A.  No,  I  think  not. 
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Q.  What  do  you  keep  whicli  stows  the  orders  received  and 
filled,  I  mean  orders  for  the  Mutual  life?  A.  Orders  for  the 
Mutual  Life  ?  "Why  the  orders  for  the  Mutual  Life  axe  kept  in 
a  card  system. 

Q.  What  do  those  cards  contain?  A.  Contain  our  informa- 
tion, the  description  of  the  material  used  in  the  manufacture  of 
whatever  the  order  may  be. 

Q.  Do  they  show  the  particular  orders  received?  Suppose  you 
get  an  order  for  ten  thousand  envelopes  and  letter  heads,  is  that 
entered  upon  that  card  index?  A.  That  is  entered  on  our  card 
index. 

Q.  Then  are  these  posted  into  some  book?  A.  They  are 
charged  into  a  sales  ledger. 

Q.  So  you  have  a  sales  ledger  shoAving  your  transactions  with 
the  Mutual  Life?    A.  I  presume  we  have. 

Q.  If  you  will  bring  that  down,  I  will  excuse  you  for  the  mo- 
ment.    A.  Yery  good.     Do  you  want  to  make  any  statement? 

MR.  STAK^OHFIELD:  No. 

WILLLA.M  M.  OAEPENTER,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Where  do  you  live,  Mr.  Carpenter?  A,  I  live  at  Ossining, 
New  York. 

Q.  What  is  your  occupation?  A.  I  am  a  clerk  in  the  Mutual 
Life  Insurance  Company. 

Q.  Li  what  department  ?    A.  In  the  supply  department. 

Q.  What  do  you  do  there?  A.  I  am  imder  the  direction  of 
Mr.  Eields,  the  head  of  the  department,  and  do  whatever  he 
directs  me  to. 

Q.  What  in  practice  do  you  do,  what  is  your  regular  routine 
of  duty?  A.  I  attend  the  office  every  day  that  he  wishes  me 
to  be  there ;  if  I  have  to  be  away,  I  follow  his  directions ;  where- 
ever  he  directs  me  to  go,  I  go. 

Q.  When  Mr.  Eields  is  not  there  who  is  in  charge  to  give  you 
directions?  A.  Well,  I  take  no  directions  from  anybody  except 
Mr.  Fields. 

Q.  What  are  you  doing  now,  for  example,  in  his  absence?  A. 
I  am  attending  the  office  every  day,  and  in  any  way  that  I  can 
assist  or  aid  in  the  department  work  I  do  so. 
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Q.  How  long  have  you  known  Mr.  Fields?  A.  I  have  known 
him  seventeen  years. 

Q.  What  is  your  age?    A.  37. 

Q.  When  you  first  met  Tn'm  had  you  any  business  relations 
with  him?     A.  No,  sir. 

Q.  When  did  you  come  into  any  business  relations  with  him? 
A.  Practically  when  I  joined  the  company,  when  I  was  employed 
by  the  company. 

Q.  When  was  that?     A.  In  1888. 

Q.  Well,  that  is  seventeen  years  ago?    A.  Yes,  sir. 

Q.  So  you  first  met  him  when  you  joined  the  company?  A. 
Yes. 

Q.  Did  you  joia  the  company  through  his  assistance  or  at  his 
instance?     A.  No. 

Q.  Who  got  you  the  place  ?  A.  The  party  that  I  have  always 
credited  my  position  to  was  Mr.  Benning.  Mr.  Benning  was  in 
the  insurance  department. 

Q.  Have  you  been  under  Mr.  Fields  ever  since  you  have  been 
in  the  company  ?    A.  Barring  six  months. 

Q.  And  at  that  time  where  were  you?  A.  In  the  medical 
department.     I  first  went  with  the  medical  department. 

Q.  Where  is  Mr.  Fields  now?     A.  I  don't  know. 

Q.  Where  did  you  last  see  him  ?  A.  I  last  saw  Mr.  Fields  and 
talked  with  him  on  the  1st  of  October. 

Q.  Where  was  he  then?     A.  In  the  city  of  Kingston. 

Q.  What  was  he  doing  there?  A.  He  was  in  a  house  that  hp 
had  rented  at  Kingston,  and  he  was  in — ^I  don't  know  that  he 
was  doing  anything,  but  I  can  say  he  was  in  poor  health  at  thp 
irrne  I  saw  him. 

Q.  Where  was  that  house,  what  was  the  address?  A.  I  don't 
know  the  number,  but  it  was  on  Albany  avenue,  Eangston,  New 
York. 

Q.  Was  he  running  the  house?     A.  He  rented  it,  yes,  sir. 

Q.  How  far  was  it  from  the  bridge  on  Albany  Avenue?  A. 
That  I  don't  know,  I  am  not  acquainted  with  Kingston.  I  wa.^ 
only  there  once.  That  was  the  only  time  I  was  ever  in  Kings- 
ton.    I  might  add  that  it  was  known  as  the  Otis  Place. 

Q.  Oh,  the  Otis  Place?     A.  Yes. 

Q.  Did  you  go  there  at  his  request  ?     A.  I  did,  sir. 

Q.  Did  he  talk  with  you  about  his  intention  to  take  a  trip? 
A.  He  did. 
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Q.  Did  te  say  when  lie  intended  to  start?  A.  His  intention 
then  was  to  start  as  soon  as  he  could  get  away. 

Q.  And  he  told  you  where  he  intended  to  go?    A.  Tes,  sir. 

Q.  Where  did  he  say  ?    A.  To  California. 

Q.  Did  he  tell  you  what  part  of  California  he  expected  to  go 
to?     A.  Only  in  a  general  way,  the  southern  part  of  California. 

Q.  Did  he  talk  with  you  about  this  investigation?  A.  No,  he 
did  not. 

Q.  It  was  not  mentioned  at  all?     A.  No,  it  was  not. 

Q.  Or  ahout  his  presence  as  a  witness  being  desired  ?  A.  No, 
sir. 

Q.  Nothing  of  that  sort  came  up?  A.  No,  sir,  nothing- came 
up. 

Q.  Is  that  your  signature  ?     A.  Tes,  sir,  that  is  my  signaturei. 

ME.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  277  and  read  by  Mr.  Hughes.) 

Q.  Did  you  get  that  money  from  the  Mutual  Life  Insurance 
Company?     A.  I  did,  yes,  sir. 

Q.  What  occasion  had  you  to  get  money  from  the  Mutual  Life 
for  legal  expenses  ?  A.  That  money  was  used  by  me  and  received 
by  me  for  expenses  in  connection  with  the  house  maintained  at 
Albany. 

Q.  What  is  the  house  maintained  at  Albany?  A.  The  street 
address  ? 

Q.  No Well,  yes,  give  the  street  address?    A  It  is  616 

Madison  avenue. 

Q.  How  long  has  that  house  been  maintained  at  Albany?  A. 
That  house  has  been  maintained  by  us  for  the  last  four  years. 

Q.  When  you  say  by  us  to  whom  do  you  refer  ?  A.  I  refer  to 
the  Company. 

Q.  In  what  way  has  the  Mutual  Life  maintained  it?  A.  Mr. 
Fields  directed  me  to  take  a  lease  of  the  house. 

Q.  Did  you  do  so  ?     A.  I  did. 

Q.  Did  you  take  it  in  your  name  ?     A.  Tes. 

Q.  That  was  four  years  ago  ?  A.  The  present  house  was  four 
years  ago. 

Q.  How  long  a  lease  was  that?  A  To  the  best  of  my  knowl- 
edge and  memory  now  it  was  for  a  year. 

Q.  And  has  it  been  renewed  from  year  to  year  ?    A.  Tea. 

Q.  What  was  the  rental  ?     A.  The  rental  was  $900. 
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Q.  Was  there  a  former  house  -which  you  had  or  Mr.  Melds  had 
prior  to  that  time  ?     A.  Yes. 

Q.  Where  was  that  house?  A.  Previous  to  that  it  was  at  28 
Willett  street. 

Q.  You  took  a  lease  of  that  house  ?  A.  I  think  I  did.  I  am 
not  sure  as  to  that. 

Q.  Fo-r  how  long  was  the  house  maintained  in  Willett  street? 
A.  One  year. 

Q.  Had  there  been  a  house  maintained  by  the  Company  prior 
to  that  time  ?     A.  Yes. 

Q.  Where  was  that  house  ?  A.  To  my  memory  now  I  think  it 
was  Lark  street. 

Q.  How  long  had  that  house  been  maintained  ?     A.  For  a  year. 

Q.  Did  you  take  the  lease  ?     A.  Yes. 

Q.  Was  there  a  house  previous  to  that  maintained  by  the  Com- 
pany?    A.  Yes. 

Q.  Where  was  that?  A.  If  I  can  renaember  correctly  I  think 
it  was  16  Dove  street. 

Q.  For  how  long  was  that  maintained  ?     A.  For  one  year. 

Q.  Was  there  a  house  prior  to  that.     A.  Yes,  sir. 

Q.  Where  was  that  ?    A.  The  same  house  in  Lark  street. 

Q.  For  how  long  was  that  maintained  ?     A.  For  one  year. 

Q.  Was  there  one  before  that  ?     A.  Yes,  sir. 

Q.  What  was  that  ?     A.  That  was  25  Lancaster  street. 

Q.  Did  you  have  to  lease  that  ?     A.  I  am  in  doubt  as  to  that 

Q.  Either  you  or  Mr.  Fields  ?     A.  Yes. 

Q.  For  how  long  a  time  ?     A.  One  year. 

Q.  Well  for  how  long  a  time  has  there  been  a  house  maintained 
by  the  Mutual  Life  in  Albany?  A.  To  my  knowledge  since  I 
have  been  with  Mr.  Fields  in  Albany. 

Q.  How  long  was  that?  A.  In  the  winter  of  1895  or  1896— 
1895  I  think  it  was  that  I  went  with  him. 

Q.  Was  that  the  first  year  that  Mr.  Fields  took  a  house  on 
Albany  ?  A.  To  my  knowledge,  yes,  sir.  Pardon  me,  I  may  not 
be  correct  there,  but  as  far  as  I  can  remember  that  is  the  first 
house  I  heard  of.  He  possibly  had  a  house,  the  year  before,  but 
I  am  not  sure  of  it. 

Q.  Who  paid  the  rent  for  these  houses,  those  that  you  have 
mentioned  ?    A.    I  did,  sir. 

Q.  And  from  what  source  did  you  get  the  moneys  ?  A.  I  got 
it  from  Mr.  Fields  or  under  Mr.  Fields'  direction. 
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Q.  Got  it  from  the  Mutual  Life  ?  A.  Got  it  from  the  Mutual 
JAie. 

Q.  On.  vouchers  charging  the  matter  to  legal  expenses?  A.  I 
believe  so. 

Q.  Who  lived  with  Mr.  Fields  in  these  houses  in  Albany  ?  A. 
Specify  any  one  time  or-^ — - 

Q.  Well,  take  the  various  times  to  which  you  have  referred. 
State  it  in  your  own  way,  whether  he  lived  alone  or  with  others 
and  who  the  others  were  at  the  various  times?  A.  The  house- 
hold generally  was  constituted  by  Mr.  Fields  and  myself  and  Mr. 
Mullaney  and  a  butler;  his  name  was  Butler,  and  then  there  was  in 
the  house  also  Mrs.  Mullaney,  who  was  Mr.  MuUaney's  wife,  and 
her  sister  was  the  cook,  and  their  two  children. 

Q.  For  how  long  a  time  during  the  year  did  Mr.  Fields  occupy 
that  house?     A.  Well,  while  the  Legislature  was  in  session. 

Q.  Who  is  Mullaney  ?  A.  Mullaney  is  the  party  I  have  men- 
tioned, practically  the  caretaker  of  the  present  house  at  616 
Madison  Avenue. 

Q.  Is  he  employed  by  the  Mutual  Life  Insurance  Company  in 
any  other  way,  that  is  has  he  any  occupation  ?    A.  'No,  sir. 

Q.  With  the  Mutual  Life?  A.  No,  sir,  not  outside  the  Mutual 
Life. 

Q.  I  mean  has  he  any  place  in  the  home  office  of  the  Mutual 
Life  ?    A.  E'o,  sir,  I  think  not. 

Q.  Is  it  M.  E.  MuUaney?    A.  M.  E.  Mullaney. 

Q.  I  show  you  a  couple  of  vouchers  and  ask  you  if  those  are 
Mr.-  MuUaney's  signatures?    A.  I  believe  they  are. 

MK.  HUGHES :    I  offer  them  in  evidence. 

(Marked  Exhibits  278  and  279  and  read  by  Mr.  Hughes.) 

Q.  For  what  were  those  moneys  paid  ?  A.  I  am  in  doubt  as  to 
that,  the  actual  matters.  They  were  applied  for — 1  presume  they 
were  applied  by  Mr.  Mullaney  for  expenses  connected  with  the 
maintenance  of  the  house. 

Q.  Is  Mr.  Mullaney  now  in  Albany  taking  care  of  the  Madison 
Avenue  house  ?    A.  So  far  as  I  know,  yes. 

Q.  Does  he  remain  in  Albany  the  entire  year  ?    A.  Tes. 

Q.  And  that  has  been  his  practice  during  the  years  that  he  has 
been  a  caretaker  ?    A.  Yes,  sir. 
.  Q.  He  has  no  duties  in  New  York?    A.  No,  sir, 

Q.  How  much  is  he  paid  per  year  ?    A.  $900  a  year. 
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Q.  And  that  money  is  paid  by  the  Mutual  Life  ?  A.  Paid,  yes, 
sir. 

Q.  And  charged  to  legal  expenses  ?    A.  Yes,  sir. 

Q.  You  have  spoken  of  a  butler  by  the  name  of  Butler.  What 
is  he  paid  ?    A.  I  don't  know  that. 

Q.  Is  he  paid  by  the  Mutual  Life  ?    A.  That  I  don't  know. 

Q.  You  have  spoken  of  his  sister,  I  understand,  of  Mrs.  Mul- 
laney  ?    A.  Yes,  sir. 

Q.  Who  is  the  cook  ?    A.  Yes. 

Q.  Is  she  paid  by  the  Mutual  Life  ?    A.  She  is  paid  by  me. 

Q.  And  you  get  your  money  for  that  purpose  from  whom  ?  A 
From  Mr.  Fields. 

Q.  And  that  is  obtained  from  the  Mutual  Life?     A.  Yes,  sir. 

Q.  And  charged  to  legal  expenses?  A.  Yes,  sir,  to  the  best 
of  my  knowledge. 

Q.  Have  you  had  occasion,  from  time  to  time,  to  get  money 
from  Mr.  Fields  to  be  paid  out  in  accordance  with  his  directions  ? 
A.  So  far  as  the  Albany  matter  goes,  for  the  maintenance  of  the 
house. 

Q.  To  what  extent  has  that  gone,  take  for  example  the  matter 
of  supplies  for  the  house,  how  are  those  obtained  ?  A.  The  bulk 
of  that,  practically  all  of  them,  are  bought  in  Albany  by  Mr. 
MuUaney. 

Q.  How  are  they  paid  for?  A.  He  presents  a  bill  to  me  for 
certain  goods  that  have  been  delivered. 

Q.  Where  do  you  get  the  money  to  pay  for  them?  A.  From 
Mr.  Fields. 

Q.  And  they  are  paid  by  the  Mutual  Life  ?     A.  Paid  by  me. 

Q.  And  you  get  the  moneys  from  the  Mutual  Life  ?  A.  I  pay 
Mr.  MuUaney. 

Q.  And  they  are  charged  to  legal  expenses  1  A.  I  presume  so. 
I  don't  know  that. 

Q.  Are  any  of  these  disbursements  in  connection  with  the  Al- 
bany house  charged  to  printing  and  stationery?  A.  'No,  sir,  not 
to  my  knowledge. 

Q.  I  call  your  attention  to  a  voucher  dated  January  7,  1904:. 
Is  that  your  signature  ?     A.  It  is,  yes,  sir. 

ME.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  280  and  read  by  Mr.  Hughes.) 


Testimony  of  William  M.  Carpenter.  15Y9 

Q.  What  was  that  for,  that  is  what  was  the  money  for  ?  A.  So 
fax  as  I  can  remember  it  was  for  the  same  purpose,  the  mainte- 
nance of  the  Albany  house. 

Q.  Well,  for  what  particular  part  of  the  maintenance  would 
you  get  $725  on  that  day  ?  A.  If  I  had  in  the  interval  paid  out 
moneys  myself  for  small  amounts  I  would  keep  an  account  of  it 
and  from  time  to  time  would  acquaint  Mr.  Fields  of  it.  I  would 
then  submit  a  voucher  such  as  this,  and  he  would  approve 'of  it 
and  it  would  be  approved  by  one  of  the  executive  officers  and  I 
would  get  the  money. 

Q.  Would  you  say,  according  to  your  recollection,  that  this 
amount  of  $725  was  actually  paid  out_for  or  paid  out  to  you  to 
reimburse  you  for  the  payment  for  supplies  or  rent  or  services 
rendered  in  connection  with  the  Albany  house?  A.  Yes,  sir,  so 
far  as  I  can  remember. 

Q.  What  did  the  expense  of  running-  the  Albany  house  amount 
to  per  annum  ?  A.  The  rent  was  $900.  Possibly  the  maintenance 
in  the  way  of  supplies  that  were  ordered  would  amount  to  a  thou- 
sand dollars,  probably  a  little  over,  from  one  thousand  to  twelve 
hundred  dollars. 

Q.  And  then  the  weges  ?  A.  Yes,  the  wages  of  Mr.  Mullaney 
were  $900.  The  cook's  wages  were  $20  a  month  as  long  as  we 
were  in  Albany,  which  was  generally  four  months. 

Q.  Making  a  total  of  how  much?  A.  ISTot  exceeding  $2,500, 
as  far  as  I  can  remember,  in  any  one  year. 

Q.  Did  you  spend  any  large  amount  of  your  time  in  Albany  ? 
A.  I  spent  practically  all  the  time  that  the  legislature  was  in 
session  in  Albany. 

Q.  What  was  your  salary  from  the  Mutual  Life  ?     A.  $2,500. 

Q^  A  year  ?     A.  Yes,  sir. 

Q.  What  did  you  do  when  you  were  in  Albany  during  the 
session  ?  A.  I  would  go  to  Albany  and  would  attend  every  session 
of  the  Legislature.  I  would  be  in  the  capitol  when  the  Legislature 
was  in  session. 

Q.  What  did  you  do  there?  A.  I  would  make  myself  ac- 
quainted with  the  bills  introduced  in  both  Houses,  Assembly  and 
Senate.  I  would  also  procure  printed  copies  of  the  bills  when  they 
came  from  the  printers. 

Q.  Well,  and  what  else  ?  A.  I  would  keep  a  file  of  the  bills  in 
the  Albany  house,  and  also  a  file  of  bills  in  the  office  in  New  York. 
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Q.  WTiat  else  ?  A.  I  would  acquaint  Mr.  Fields  with  the  facts 
in  connection  with  what  bills  were  introduced  and  the  position  of 
bills. 

Q.  Did  you  meet  any  members  of  the  Legislature  ?  A.  I  pos- 
sibly haTe  met  members,  undoubtedly. 

Q.  Did  not  you,  regularly?     A.  Yes,  sir. 

Q.  And  also  members  of  the  Insurance  Committee  ?     A.  Tes. 

Q,  And  other  persons  interested  in  legislation?  A.  Undoubt- 
edly. 

Q.  Did  you  meet  Andrew  Hamilton  from  time  to  time?  A. 
I  have  met  Andrew  Hamilton. 

Q.  You  know  him  very  well,  don't  you?  A.  No,  sir;  I  do  not. 
I  only  have  a  speaking  acquaintance  with  him. 

Q.  Did  you  meet  Mr.  Buckley  ?     A.  Yes,  sir. 

Q.  Did  he  have  anything  to  do  with  insurance  matters?  A. 
Not  to  my  knowledge  specifically.  I  knew  he  was  interested  in 
insurance. 

Q.  Did  you  know  that  he  represented  any  company?     A.  "No. 

Q.  Or  had  anything  to  do  in  looking  after  matters  of  legislation? 
A.  No. 

Q.  Who  were  among  the  most  frequent  visitors  at  this  house 
maintained  by  the  company  at  Albany?  A.  I  can  say  there  were 
very  few  visitors.     It  was  an  exception. 

Q.  Did  you  ever  see  Eugene  "Wood?  A.  I  do  not  recollect, 
possibly  I  have  seen  him  in  the  house. 

Q.  There  isn't  any  doubt  about  that  that  he  was  there?  A.  I 
can  say  most  of  my  time  was  spent  out  of  the  house. 

Q.  Were  you  there  in  the  evenings  ?     A.  Part  of  the  evening. 

Q.  Did  you  ever  see  Mr.  Dinkelspiel  in  the  house?  A,  Maybe 
I  have. 

Q.  Well,  you  did  frequently,  didn't  you?     A.  I  may  have,  yes. 

Q.  Were  not  Mr.  Wood  and  Mr.  Dinkelspiel  there  a  great  deal 
of  the  time  ?     A.  No,  they  were  not.     That  is  a  fact. 

Q.  (Handing  papers.)  Didn't  you  meet  either  of  these  gentle- 
men at  the  house  ?     A.  No,  sir,  never. 

Q.  Never?    A.  Never. 

THE  CHAIEMAN:  Mr.  Hughes,  may  the  Committee  see  that 
memorandum  ? 

MR.  HUGHES:  Certainly.  (Handing  paper  to  the  Commit- 
tee.) 
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Q.  Did  you  ever  see  Mr.  McClelland  there  ?     A.  Tes,  sir. 

Q.  Was  lie  there  frequently?  A.  I  might  state  that  he  was 
a  member  of  the  household  one  year. 

Q.  In  what  sense  a  member  of  the  household?  A.  He  resided 
there.     He  slept  there. 

Q.  "What  year  was  that?     A.  In  1903. 

Q.   Was  that  while  he  was  in  the  Senate?     A.  Yes,  sir. 

Q.  Were  his  expenses  at  the*  house  paid  by  the  Mutual  Life? 
A.  I  don't  know  as  to  that. 

Q.  Did  he  pay  for  his  share  of  the  support  of  the  house?  A.  I 
don't  know.     I  never  heard. 

Q.  ISTot  to  you  ?     A.  No,  sir. 

Q.  You  paid  for  all  the  supplies  of  the  house?     A.  Yes. 

Q.  You  never  received  any  money  from  him?    A.  .No. 

Q.  Or  on  his  behalf?    A.  No,  sir. 

Q.  Who  else  was  a  member  of  the  household  there  at  any 
time?  A.  I  have  answered  no  when  you  said  on  his  behalf.  I  don't 
know  as  to  that     I  received  the  money  from  Mr.  Fields. 

Q.  You  got  the  money  from  Mr.  Fields?  A.  Yes.  He  did  not 
indicate  whether  or  not  it  was  on  Mr.  MeClelland's  behalf. 

Q.  Did  you  ever  see  Mr.  Graney  there?    A.  Yes. 

Q.  Was  he  ever  a  member  of  the  household?    A.  Yes,  sir. 

Q.  When  was  he  a  member  of  the  household?  A.  I  cannot 
recoil  ecL  exactly  when  he  was  a  member  of  the  household,  but  it 
was  during  the  year  —  one  year  when  he  was  an  Assemblyman 
and  also  when  he  was  a  Senator. 

Q.  Did  you  ever  see  Mr.  McCarren  there?     A.  No,  sir. 

Q.  Do  I  understand  that  Mr.  Graney  was  there  when  he  was 
in  the  Legislature  in  the  same  way  that  Mr.  McClelland  was? 
A.  Yes,  sir. 

Q.  That  is,  he  lives  there  during  the  session  of  the  Legislature? 
A.  Yes. 

Q.  And  you  never  received  any  money  from  him?  A.  Not 
to  my  knowledge. 

Q.  So  far  as  y;ou  know,  he  never  contributed  to  his  support 
there?  A.  As  I  have  said,  I  don't  know  what  he  did  with  Mr. 
Fields.  Mr.  Fields  never  indicated  —  I  might  state  in  connection, 
Mr.  Hughes,  sir,  probably  the  reason  for  McClelland  and  Graney 
being  members  of  the  household  they  were  neighbors  of  Mr. 
Fields  at  Dobbs  Ferry,  and  I  believe  it  was  at  his  invitation  that 
they  were  members  of  the  household. 
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Q.  Oh,  yes,  they  were  long-time  friends  of  his.     A.  Yes. 

Q.  "Were  they  on  the  Insurance  Committee,  when  they  were 
members  of  the  Legislature?  A.  I  don't  recollect  the  make-up  of 
those  committees.     I  would  have  to  refresh  my  memory  on  that. 

Q.  If  you  will  think  for  a  moment,  go  back  to  the  year  1903. 
A.  Mr.  McClelland  was  a  member  in  1903. 

Q.  And  during  that  time  was  living  in  this  house?    A.  Yes 

Q.  Is  the  same  true  of  Mr.  Graney?  A.  As  far  as  I  can  recol- 
lect I  think  he  was  a  member  of  the  Insurance  Committee.  I  am 
not  sure  of  that. 

Q.  He  was  in  the  Senate,  was  he?    A.  Yes. 

THE  CHAIRMAJST:  He  was  first  in  the  Assembly  and  then  in 
the  Senate. 

Q.  Was  Mr.  Graney  first  in  the  Assembly  and  then  in  the 
Senate?     A.  Yes. 

Q.  When  was  he  in  the  Assembly?  A.  I  cannot  recall  the  year. 
I  would  have  to  refresh  my  memory.  I  cannot  recall  when  he 
was,  whether  it  was  1899  or  1900,  I  am  not  sure,  but  it  was  in 
that  neighborhood. 

Q.  Was  he  on  the  Insurance  Committee  of  either  of  these  bodies? 
A.  I  believe  he  was. 

Q.  Of  both?     A.  I  am  not  positive,  I  am  not  sure. 

Q.  What  other  members  of  the  Insurance  Committee  of  either 
house  have  you  seen  at  this  house  maintained  in  Albaaiy?  A.  I 
don't  recollect  having  seen  anybody  outside  of  the  names  that  have 
been  mentioned. 

Q.  I  have  produced  some  vouchers  here  signed  by  you.  Are 
you  able  to  recall  there  being  other  vouchers  of  the  same  character? 
A.  I  don't  recollect  any  now,  I  cannot  say. 

Q.  I  mean  as  to  whether  it  was  a  practice  for  you  to  sign 
vouchers  in  that  form  from  time  to  time?  A.  In  some  instances, 
but  more  often,  Mr.  Fields  would  inquire  how  many  bills  I  had 
in  my  hand,  and  the  amount  of  money  I  required  and  would  reim- 
burse me. 

Q.  Who  suggested  to  you  that  you  should  sign  a  voucher  for 
the  payment  of  expenses  incurred  in  running  this  house,  in  the 
form  in  which  this  voucher,  Exhibit  277,  appears,  that  is,  paid 
for  legal  services  ?  A.  I  never  was  informed,  but  it  always  was 
my  impression  that  all  those  expenses  were  charged  to  legal 
expenses. 
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Q.  Who  directed  that,  you  did  not  originate  that. .  I  mean,  you 
did  not  originate  this  form  of  voucher.  It  was  not  your  idea  that 
it  should  be  treated  as  a  legal  expense.  Some  one  instructed  you 
to  put  it  in  that  form  ?     A.   Well,  I  don't  understand  that  exactly. 

Q.  Did  you  draw  up  this  voucher  yourself?     A.    Yes,  sir. 

Q.  Is  the  body  of  it  in  your  handwriting  ?  A.  That  is  in  my 
handwriting,  yes. 

Q.  The  words,  "Amount  paid  for  legal  services,  company  busi- 
ness ?  "     A.  Yes,  .that  is  my  writing. 

Q.  Who  told  you  to  put  it  in  that  form  ?  A.  So  far  as  I  can 
remember,  at  the  direction  of  Mr.  Fields,  and  all  our  expenses 
were  incurred  in  that  way. 

Q.  And  similarly,  in  the  other  voucher,  Exhibit  280,  is  the  body 
of  that,  paid  out  for  professional  services  and  disbursement,  in 
your  handwriting?      A.    Yes,  sir. 

Q.  Did  you  make  that  out  at  Mr.  Fields'  request  in  that  form  ? 
A.    Probably,  I  generally  did. 

Q.  Or  did  you  that  without  communicating  with  him  ?  A.  No, 
under  Mr.  Fields'  direction,  everything. 

Q.  In  other  words,  is  this  a  matter  of  routine  to  make  out  the 
voucher  for  legal  expenses,  or  is  it  a  matter  as  to  which  you  had 
a  special  direction?      A.    No  special  directions. 

Q.  That  was  the  regular  routine  of  the  business  ?     A.   Yes. 

Q.  These  vouchers,  Exhibit  278  and  279,  signed  by  Mr.  Mul- 
laney,  are  the  bodies  of  those  vouchers  in  your  handwriting? 
A.  Yes,  sir,  they  are. 

Q.  How  would  you  happen  to  give  to  Mr.  MuUaney  a  check, 
or  not  a  check,"  but  the  money  to  the  extent  of  two  hundred  and 
seventy-five  dollars,  was  not  he  paid  by  the  month  ?  A.  Himself, 
his  services  were  paid  by  the  month. 

Q.  What  occasion  was  there  for  two  hundred  and  seventy-five 
dollars  being  paid  to  him?  A.  I  cannot  recall  what  the  exact 
items  were  for,  but  they  were  for  moneys  he  had  paid  out  and 
disbursed. 

Q.  Did  he  disburse  moneys?     A.  He  disbursed  moneys  on  my — 

Q.  For  what  purpose  ?  A.  For  the  maintenance  of  the  house, 
nothing  outside  of  that. 

Q.  Do  you  mean  for  supplies  and  so  forth  ?     A.    Yes. 

Q.  I  thought  you  disbursed  those  moneys?  A.  I  disbursed 
moneys  and  also  some  money  he  paid  out  in  that  way. 

Q.  You  would  disburse  sometimes  directly  and  sometimes  reim- 
burse him  ?     A.    Yes,  sir 
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Q.  Who  paid  the  wages,  did  Mr.  MuUaney  pay  the  wages  of 
the  cook  and  butler,  or  did  you  ?  A.  I  did — I  did  not  pa;y  the 
butler,  only  the  cook. 

Q.  You  have  said  that  the  expenses  of  maintaining  this  house 
amounted  to  approximately  twenty-five  hundred  dollars  a  year, 
or  did  not  exceed  that.  Did  you  ever  mention  the  fact  that  the 
house  was  being  maintained,  to  any  officer  of  the  company  ?  A.  I 
cannot  recall  that  I  ever  did  personally. 

Q.  Was  it  known  to  the  officers  of  the  company?  A.  As  to 
that  I  don't  know. 

Q.  Did  any  of  the  officers  of  the  company  ever  have  any  talk 
with  you  in  regard  to  the  house  ?  A.  I  don't  recollect  that  they 
ever  did. 

Q.  Speak  to  you  in  any  way  about  it?      A.    'No. 

Q.  Did  you  r^nt  in  each  case  a  furnished  house  ?  A.  In  some 
cases  it  was  partially  furnished. 

Q.  Take  the  last  house,  is  that  a  furnished  house?  A.  That 
was  not  furnished,  no,  sir. 

Q.  The  house  on  Madison  Avenue?    A.  Yes. 

Q.  Who  furnished  it?  A.  It  was  furniture  that  we  had  moved 
from  different  houses. 

Q.  Who  bought  the  furniture  originally?  A.  I  presume  Mr. 
Fields. 

Q.  Paid  for  by  the  company  ?    A.  That  I  don't  know. 

Q.  Paid  for  through  you?  A.  I  don't  know  as  to  that.  Some 
of  it  possibly  was  bought  through  me,  but  the  large  part  of  it  was 
there  when  I  went  with  Mr.  Fields. 

Q.  How  much  money  did  you  receive,  all  told,  through  Mr. 
Fields  in  1904?    A.  I  could  not  say. 

Q.  Well,  approximately?  A.  I  don't  believe  I  received  any 
sum  exceeding  twenty-five  hundred  dollars.  Probably  under.  It 
was  exactly  the  amount  that  was  expended  on  the  house.  No 
other  moneys  were  received  by  me. 

Q.  Did  you  ever  receive  any  other  moneys  except  those  ex- 
pended on  the  house?    A.  No. 

Q.  Did  you  ever  pay  any  moneys  in  connection  with  any  mat- 
ters of  legislation?     A.  No. 

Q.  Did  you  ever  receive  any  moneys  to  pay  out  for  that  pur- 
pose?   A.  No. 

Q.  Did  you  ever  get  any  moneys  in  connection  with  matters  of 
legislation  apart  from  your  own  salary?    A.  No. 
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Q..  Then  you  were  paid  no  extra  compensation  for  your  work 
in  Albany?    A.  None  whatever. 

Q.  I  refer  now,  not  only  to  moneys  coming  into  your  hands  for 
which  you  would  render  a  voucher  in  the  manner  here  disclosed^ 
but  to  moneys  vouehered  for  by  any  other  person  as  well?  A. 
No,  sir, 

Q.  You  mean  to  say  absolutely  that  nothing  ever  went  through 
your  hands  except  in  connection  with  the  maintenance  of  the 
house?  A.  In  only  one  instance  do  I  recall  that.  That  is,  a  party 
who  was  a  stenographer  and  typewriter,  he  rendered  a  voucher 
similar  to  what  I  have  or  —  to  what  you  have  indicated,  with  my 
signature  on  that,  and  I  received  that  money  and  paid  it  to  him 
from  that  voucher. 

Q.  Did  you  ever  act  on  Mr.  Fields'  behalf  in  carrying  any 
money  to  any  person?    A.  !N"o. 

Q.  Did  you  ever  know  of  any  money  being  paid  by  M.v.  Fields 
to  anyone  in  Albany?    A.  No. 

Q.  Never  heard  of  anything  of  the  sort?    A.  No. 

Q.  Did  you  ever  know  of  any  money  beiag  paid  to  Mr.  Hamil- 
ton?   A.  No. 

Q.  Or  Mr.  Buckley?    A.  No. 

Q.  Or  Mr.  Wood?    A.  No. 

Q.  Or  Mr.  Dinkelspiel?    A.  No. 

Q.  At  times  when  insurance  matters  were  up  in  the  Legislature 
were  they  discussed  in  this  house  ?  A.  They  were  not  discussed 
any  further  than  that  Mr.  Fields  would  ask  me  for  information 
concerning  bills  and  their  position  and  the  general  subject. 

Q.  Did  Mr.  Fields  entertain  members  of  the  Legislature  at  the 
house?    A.  Never. 

Q.  Never?    A.  Never. 

Q.  Give  dinner  parties  there?    A.    Never. 

Q.  Did  he  ever  have  members  of  the  Legislature  drop  in  to  talk 
matters  over?    A.  No. 

Q.  Or  any  of  the  gentlemen  I  have  mentioned?  A.  Not  to  my 
knowledge.  Mr.  Wood,  as  you  have  said,  may  have  stopped  in, 
but  I  cannot  absolutely  prove  that  because  it  was  not  of  my  own 
knowledge. 

Q.  Were  not  lawyers  of  the  Mutual  Life  in  the  habit  of  visit- 
ing this  house  in  Albany?    A.  They  have  on  occasion, 

Q.  Did  you  ever  see  Mr.  Short  there?    A.  Yes,  sir. 

Q.  Frequently  ?     A.  Not  very  frequently. 
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Q.  Well,  liow  often  and  when?  A.  I  recall  only  one  instance 
that  Mr.  Short  was  up  there.  He  was  alone  at  that  time.  There 
was  nobody  with  him. 

Q.  When  was  that?  A.  That  was  at  the  tunc  of  the  hear- 
ing on  the  bill  before  the  Committee,  as  far  .as  I  can  remember 
it,  I  think  on  what  was  known  as  the  Brackett  Bill. 

Q.  Last  Spring?     A.  Yes. 

Q.  You  mean  the  Brackett  bill  to  repeal  Section  56  of  the 
Insurance  Law?     A.    I  believe  so. 

Q.  Was  considerable  attention  given  by  the  Mutual  Life 
Insurance  Company  to  that  matter?  A.  Not  necessarily,  no, 
sir;  not  to  my  knowledge. 

Q.  What  attention  was  given  to  it,  who  were  retained  by 
the  Mutual  Life  in  connection  with  that?  A.  I  don't  kuQw  as 
to  that. 

Q.  Didn't  you  meet  any  one  but  Mr.  Short  in  connection  with 
it?     A.  ISTo,  sir. 

Q.  Did  you  ever  see  any  other  lawyers  of  the  Mutual  Life  at 
this  house?     A.  ISTo,  sir. 

Q.  Did  lawyers  of  the  Mutual  Life  ever  meet  anybody  else  at 
this-house?     A.  No. 

Q.  Was  Mr.  Fields  in  constant  attendance  there  during  the 
legislative  session?     A.  JSTot  all  the  time. 

Q.  How  much  of  the  time?  A.  Well,  that  was  not  always 
regular.  It  was  somewhat  irregular.  His  health  to  my  knowl- 
edge has  been  impaired  for  a  great  many  years. 

Q.  How  much  of  the  last  session  was  he  in  Albany  A.  Well, 
I  am  in  doubt  as  to  that.  I  could  not  say  definitely  what  time 
he  was  there.  He  might  get  in  on  Tuesday  and  he  would'  leave 
on  Wednesday,  but  it  was  very  uncertain.  He  was  not  there  all 
the  time. 

Q.  Well,  I  don't  know  but  what  my  question  has  covered 
it.  During  the  last  year  was  any  one  a  member  of  his  house- 
hold in  the  way  that  Senator  McClelland  and  Senator  Graney 
formerly   were?     A.  No. 

Q.  Or  during  the  last  five  years — .well,  since  1903  ?  A.  No, 
sir. 

Q.  Do  I  understand  that  when  Mr.  Fields  was  not  there, 
aside  from  the  people  who  were  maintaining  the  house  you 
were  the  only  occupant?     A.  Yes,  sir. 

Q.  Was    Mr.    Fields    there    during    the    last    session    on    an 
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average  of  only  a  day  or  two  a  week?  A.  Well,  that  does  not 
follow.     I  could  not  prove  that. 

Q.  "Was  he  there  particularly  when  insurance  matters  were 
up?     A.  Not  necessarily. 

Q.  Or  did  he  represent  other  corporate  interests?     A.  No. 

Q.  He  represented  no  interest  but  insurance?  A.  Not  to 
my  knowledge. 

Q.  Did  he  represent  any  company  besides  the  Mutual  Life? 
A.  That  is  a  question  I — I  do  not  know  how  I  could  answer  that, 
Mr.  Hughes.     That  is  any  insurance  matters  or  otherwise? 

Q.  Yes,  in  insurance  matters  ?  A.  I  am  not  definite  as  to 
that.     I  am  not  informed. 

Q.  Had  you  seen  representatives  of  other  companies  at  the 
house  in  consultation  with  him?     A.  No. 

Q.  Why  did  you  hesitate  in  answering  that  question?  A. 
Well,  I  cannot  say  as  to  what  he  represented,  what  other  interests. 
I  was  never  informed  technically  what  interests  he  represented. 

Q.  And  did  you  see  attorneys  for  other  companies  there  not 
insurance  companies?     A.  No. 

Q.  So  far  as  'you  know  he  devoted  himself  exclusiv-ely  to 
matters  in  which  the  Mutual  Life  had  some  interest?  A.  As 
far  as  I  can  say.  I  know  he  had  spoken  of  matters  generally 
in  connection  with  insurance,  possibly  not  only  of  the  Mutual 
Life,  but  what  would  affect  all  insurance  companies. 

Q.  Did  you  keep  an  account  of  your  receipts  and  disburse- 
ments at  Albany?    A.  No. 

Q.  You  never  kept  such  an  account?    A.  No. 

Q.  How  do  you  figure  up  what  you  ought  to  get  for  your 
reimbursements?  A.  I  get  it  from  time  to  time,  it  never  runs 
to  any  large  amount. 

Q.  Is  any  account  kept  anywhere  of  the  amount  received? 
A.  That  I  don't  know. 

Q.  But  you  do  not  keep  it  or  supervise  it  in  any  way?    A. 

No. 

Q.  What  do  you  do  when  you  are  in  New  York,  Mr.  Car- 
penter, when  the  Legislature  is  not  in  session?  A.  I  am  in 
the  supply  department  every  day. 

Q.  You  are  engaged  in  matters  pertaining  to  the  mainte- 
nance of  this  house  and  in  connection  with  legislatures  from 
the  1st  of  January  until  about  the  1st  of  May?    A.  Yes,  sir. 

Q.  Do  you  go  to  Albany  before  the  1st  of  January?  A.  I 
do  not. 
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Q.  Do  you  stay  there  after  the  Legislature  adjourns?    A.  No. 

Q.  Do  you  take  a  Tacation  in  the  summer  ?    A.  Yes, 

Q.  Of  how  long  ?     A.  An  average  of  three  weeks, 

Q.  Have  you  really  any  definite  occupation  in  connection  with 
the  supply  department,  or  do  you  devote  yourself  really  to  the 
matters  at  Albany  to  which  you  have  referred?  A.  I  assist  the 
other  members  of  the  supply  department  in  any  way  or  do  any- 
thing I  can. 

Q.  You  are  subject  to  call  ?    A.  Yes,  sir. 

Q.  Is  it  not  a  fact  that  your  employment  really  has  to  do 
with  the  Albany  house?  A.  I  have  never  considered  it  such, 
not  necessarily. 

Q.  Do  you  have  any  occasion  to  deal  with  the  people  who 
are  in  the  office  of  the  Superintendent  of  Insurance?  A.  No, 
sir. 

Q.  Did  you  ever  see  any  of  them  at  the  house?  A.  No,  sir, 
outside  of  Mr.  Buckley.  Mr.  Buckley  was  at  one  time  con- 
nected with  the  department. 

Q.  When  was  he  connected  with  the  dlepartm.€nt  ?  A.  I 
cannot  recollect  the  exact  year. 

Q.  Do  you  know  the  members  of  the  Superintendent  of  In- 
surance's staff?    A.  No. 

Q.  Do  you  know  Mr.  Cunningham?  A.  I  am  acquainted 
with  Mr.  Cunningham. 

Q.  How  long  have  you  known  him?  A.  Practically  for  the 
last  seventeen  years. 

Q.  Known  him  pretty  well,  pretty  intimately  ?    A.  Yes,  sir. 

Q.  Where  have  you  seen  him?  A.  From  time  to  time  when 
he  was  in  the  office. 

Q.  Does  he  come  into  the  office  of  the  supply  department  fre- 
quently?   A.  No,  sir. 

Q.  Well,  he  has  said  that  he  goes  in  there  once  in  a  while, 
drops  in.  Did  you  ever  see  him  on  those  occasions?  A.  Only 
accidentally. 

Q.  What  business  has  he  with  Mr.  Fields?  A.  None  that 
I  know  of.    I  don't  know  his  connection. 

Q.  Have  you  seen  him  at  Albany?     A.  No. 

Q.  At  no  time  ?  A.  Well,  I  cannot  say  that.  The  last  winter, 
I  believe,  he  passed  through  Albany  on  a  trip  with  his  family, 
I  saw  him  there,  to  be  absolutely  correct. 

Q.  Where  did  you  see  him  then?  A.  I  think  he  was  staying 
at  the  Ten  Eyck  Hotel. 
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Q.  Did  you  meet  him  accidentally?     A.  Yes. 

Q.  Did  you  ever  have  occasion  to  notice  the  visits  of  legislators 
to  the  office  of  the  company  in  New  York?    A.  ISTo,  sir. 

Q.  Has  that  ever  taken  place?  A.  I  don't  recall  any  such 
matter. 

MR  HUGHES:  That  is  all,  Mr.  Carpenter. 

BY  MR.  COX: 

Q.  Mr.  Carpenter,  do  you  knov?  whether  or  not  Mr.  Eields  had 
anything  to  do  with  legislation  in  other  States?  A.  I  do  not; 
no,  sir. 

Q.  You  don't  know  whether  he  had  or  not?    A.  No,  sir. 

Q.  Do  you  know  whether  or  not  the  company  maintains  any 
house  or  similar  place  in  any  other  capitol  or  State  Legislature? 
A.  I  don't  know;  I  don't  know  anything  about  it. 

Q.  You  don't  know  whether  they  do  or  not?  A.  I  don't  know 
vi'hether  they  do  or  not. 

BY  MR  HUGHES: 

Q.  I  show  you  a  voucher,  Exhibit  275,  signed  George  Plunkett. 
Do  you  know  anything  about  the  moneys  therein  referred  to  or 
the  circumstances  under  which  that  was  given?  A.  I  do  not,  no, 
sir. 

Q.  Do  you  know  George  Plunkett?  A.  I  know  George  Plun- 
kett as  connected  with  Mr.  Lawrence's  store. 

Q.  You  had  nothing  to  do  with  the  getting  of  this  voucher  ? 
A.  No,  sir;  no,  sir. 

Q.  Or  with  the  disbursement  of  the  moneys  referred  to?  A. 
No,  sir. 

Q.  I  show  you  a  voucher  for  $1,667.50,  Exhibit  276,  signed  by 
Edgar  W.  Eogers.  Do  you  know  anything  about  the  retaining 
of  that  voucher?    A.  I  do  not,  sir. 

Q.  Do  you  know  whether  Mr.  Rogers  was  ever  used  for  the 
purpose  of  paying  out  moneys  for  the  Mutual  Life?    A.  I  do  not. 

Q.  Or  whether  Plunkett  was  ever  used  for  that  purpose  ?  A.  I 
do  not. 

Q.  In  whose  handwriting  ia  the  body  of  this  voucher,  if  you 
recognize  it?    A.  I  don't  recognize  it. 

Q.  Did  you  ever  have  attention  to  notice.  Mr.  Field's  attend- 
ance at  National  conventions  ?  A.  National  conventions  ?  Na- 
tional conventions,  no,  sir. 
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Q.  Did  you  ever  arrange  for  a  house  for  him  during  the  E"a- 
tional  convention?    A.  No,  sir. 

Q.  Or  rooms  in  a  hotel  or  anything  of  that  sort?    A.  No,  sir. 

Q.  You  have  never  attended  vpith  him?  A.  At  national  con- 
ventions, no,  sir. 

Q.  I  mean,  of  course,  national  conventions  by  political  parties 

to  nominate  candidates  for A.  I  attended  one  convention  in 

Buffalo.  Mr.  Fields  was  then  the  member  of  the  State  Com- 
mittee for  his  district. 

Q.  Yes.     A.  And  he  attended  the  convention  in  Buffalo. 

Q.  When  was  that?  A.  I  can't  recall  it  now;  it  was  some 
years  ago  —  he  took  me  along  as  — not  as  in  any  way  connected 
with  the  Mutual  Life  Insurance  Company. 

Q.  Simply  as A.  As  company. 

Q.  As  a  companion?     A.  A  companion,  yes. 

Q.  Did  you  go  with  him  to  St.  Louis  last  year?    A,  No,  sir. 

Q.  Did  he  go?  A.  I  think  not.  I  don't  know  as  to  that 
positively. 

ME.  HUGrHES:  If  you  will  remain  under  subpoena,  Mr.  Car- 
penter. If  we  need  you  we  will  send  for  you,  we  will  excuse 
you  for  the  present.    Mr.  McCurdy. 

RICHAKD  A.  McCURDY,  recalled,  testified  as  follows: 

BY  ME. _ HUGHES: 

Q.  Mr.  McCurdy,  has  this  house  in  Albany  been  maintained 
vnth  your  knowledge?  A.  No.  I  told  you  yesterday  I  heard 
rumors,  very  exaggerated  rumors  to  that  effect  some  three  or  four 
years  ago,  and  I  inquired  into  it,  and  received  information  prac- 
tically the  same  as  has  been  testified  to  here  by  the  several  wit- 
nesses. 

Q.  Then  the  testimony  of  Mr.  Carpenter  is  no  surprise  to  you? 
A.  The  fact  that  Mr.  Fields  hired  a  house  in  Albany  at  an  ex- 
pense of  about  $800,  which  I  was  told  he  shared  vsdth  some  friemds 
for  the  purpose  of  avoiding  the  risk  of  illness  in  going  to  hotels, 
he  being  in  infirm  health  himself,  and  as  I  say  the  rent  of  the 
house  was  about  $800,  and  was  shared  by  him  with  some  friends, 
that  I  was  assured  to  be  the  fact,  and  is  in  substance  the  testimony 
given  here  to-day. 

Q.  Is  it  a  surprise  to  you  that  this  house  in  Albany  for  many 
years,  or  a  house  for  many  year's  in  different  locations  has  been 
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maintained  and  its  supplies  paid  for,  and  the  wages  of  servants 
paid  for  by  tlie  Mutual  Life  Insurance  Company  and  charged  to 
legal  expenses?    A.  Yes,  sir. 

Q.  You  don't  know  that?    A.  No,  sir. 

Q.  And  you  haven't  known  it  at  all?    A.  'No,  sir. 

Q.  You  never  heard  of  anything  of  the  sort?  A.  No,  except- 
ing as  I  say  I  heard  these  floating  rumors  at  that  time,  and  in- 
quired into  them. 

Q.  Pardon  me  a  minute,  Mr.  McCurdy. 

MH.  HUGHES:  Mr.  Carpenter,  willyou  step  here.  You  need 
not  take  the  stand,  Mr.  Carpenter,  but  just  stand  where  you  are. 

ME.  CAKPENTEE,  further  examined  by  Mr.  Hughes,  as  fol- 
lo'Ws: 

Q.  Did  you  ever  get  any  moneys  from  Mr.  Short?  A.  Moneys 
from  Mr.  Short? 

Q.  Yes.     A.  No,  sir. 

Q.   Or  any  checks?     A.  No,  sir. 

Q.  Or  any  instructions  to  pay  moneys  on  account  of  Mr.  Short? 
A.  No,  sir. 

Q.  Eepresenting  the  Mutual  Life?    A,  No,  sir. 

Q.  Or  Mr.  Thummel?     A.  No,  sir. 

Q.  Did  you  ever  get  any  moneys  from  any  one  connected  with 
the  Mutual  Life  excep't  Mr.  Eields?  A.  No,  sir,  only  through  Mr. 
Fields,  or  vouchers  which  are  regularly  authorized  and  through 
the  cashier. 

(Examination  of  Mr.  McCurdy  resumed  by  Mr.  Hughes.) 

Q.  "Well,  how  is  it  possible,  Mr.  McCurdy,  that  this  matter  of 
the  maintenance  of  such  a  house  in  Albany  has  gone  on  for  a 
number  of  years  without  your  knowing  of  the  fact  that  it 
was  maintained  by  the  Mutual  Life?  A.  Because  it  was  all 
under  the  charge  of  Mr.  Short,  of  the  Law  Department,  and 
whatever  arrangements  he  shows  or  saw  fit  to  make,  which  in 
his  opinion  were  justifiable  and  necessary  for  the  service  of  the 
company,  if  I  had  known  anything  about  it  I  should  not  have 
inquired  into  it,  I  should  have  accepted"  that  fact.  What  are 
called  law  expenses  there,  and  are  so  entered,  were  undoubtedly 
so  considered,  justifiable  expenses  connected  with  the  legal  de- 
partment of  the  company  and  were  so  entered  by  Mr.  Short's 
orders,  I  assume.    I  don't  know  it  to  be  the  fact.    I  assume  it. 
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Q.  So  far  as  you  know,  did  Dr.  Gillette  or  Mr.  Granniss 
know  anything  about  these  matters?  A.  No;  I  never  talked 
about  it  with  them.  The  fact  is,  in  a  general  way,  that  in  a 
department  system  of  a  company,  if  a  certain  branch  of 
business  is  assigned  to  one  department  they  are  expected  to  look 
after  it,  and  unless  their  attention  is  drawn  to  it  by  reason  of 
inefficiency  or  some  other  cause,  why  it  goes  on  from  year  to  year. 

Q.  Then,  Mr.  Fields  never  came  to  you  and  talked  over  with 
you  what  he  was  doing  in  Albany?     A.  Very  seldom. 

Q.  You  had  occasion  to  know  that  he  was  absent  from  time  to 
time  on  his  visits  to  Albany  ?     A.  In  a  general  way. 

Q.  We  were  talking  before  the  recess  of  your  interest  in  the 
Irrational  Bank  of  Commerce.  What  was  the  understanding  be- 
tween the  Mutual  Life  and  the  EquitaJDle  as  to  the  advantages 
of  the  combinations  which  resulted  in  the  present  National  Bank 
of  Commerce  ?  A.  Well,  I  can't  say  specifically  that  there  was 
any  definite  arrangement  come  to.  I  think  it  was  generally  as- 
sumed that  one  large  and  powerful  bank  was  better  than  two  or 
three  small  ones. 

Q.  Was  it  also  assumed  that  the  deposits  of  the  insurancf 
companies  in  this  bank  would  contribute  to  its  size  and  power  ^ 
A.  I  think  that  would  be  a  natural  inference,  although  I  don't 
think  any  agreement  of  any  kind  was  ever  made  about  it. 

Q.  How  was  it  to  the  advantage  of  the  Mutual  Life  Insur- 
ance Company  that  it  should  interest  itself  iu  the  establishment 
of  a  larger  and  more  powerful  bank  than  the  bank  in  which  it 
was  interested  at  the  time  before  this  consolidation  was?  A. 
Well,  I  should  say  that  one  way — one  very  natural  way  would 
be  that  the  company,  by  the  process  of  the  increasing  of  the  stock 
interests,  which  I  have  mentioned,  would  in  that  way  largely 
increase  a  share  interest  in  the  enlarged  bank,  the  value  of  the 
capital  stock  of  which  would  be  very  likely  to  increase  and  the — 
so  that  it  would  become  a  much  larger  item  in  the  assets  of  the 
company,  and  if  the  bank  were  successful  in  proportion  to  its 
capital  and  means,  its  dividends  would  also  be  likely  to  increase, 
and  that  would  also  inure  to  the  benefit  of  the  stocldiolders. 

Q.  Then  the  real  object  was  to  benefit  the  stockholders?  A. 
To  benefit,  So  far  as  the  participation  of  the  Mutual  Life  Insur- 
ance C!omp;ajjy  was  concerned,  it  was  to  benefit  the  Mutual  Life 
Insurance  Company, 

Q.  Of  course  as  a  stockholder?     A.  As  a  stockholder. 
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Q.  And  what  would  benefit  the  Mutual  Life  Insurance  Com- 
pany as  a  stockholder  would,  of  course,  pro  rata,  benefit  the  other 
stockholders  ?  A.  I  don't  know  but  what  the  other  stockholders 
going  into  it  would  benefit  the  Mutual  Life  as  much  as  the  Mutual 
Life  going  into  it  would  benefit  them. 

Q.  Yes,  according  to  their  proportionate  interest?  A.  One  or 
the  other,  yes. 

Q.  Except  there  are  not  many  depositors  with  the  bank  who 
keep  as  large  amounts  on  deposit  on  the  average  as  the  insur- 
ance companies?     A.  I  have  no  knowledge  of  what  the— 

Q.  Are  you  a  director  of  the  National  Bank  of  Commerce  ? 
A.  Yes. 

Q.  It  has  been  shown  here  that  the  balance  of  the  Mutual  Life 
Insurance  Company  with  the  National  Bank  of  Commerce  on 
January  2,  1904,  was  $8,306,000,  upwards  of  eight  millions  on 
February  1st,  March  1st,  $7,414,000;  April  1st,  $10,227,000; 
May  2d,  $7,800,000;  June  1st,  $8,510,000;  July  1st,  $7,722,- 
000;  August  1st,  $6,999,000;  September  1st,  $8,459,000;  Octo- 
ber 1st,  $7,215,000 ;  November  1st,  $7,621,000.  Will  you  kindly 
explain  whether  these  deposits  were  kept  with  the  National  Bank 
of  Commerce  for  the  purpose  of  assisting  the  bank  to  do  a  profit- 
able business?  A.  Before  the  adjournment,  Mr.  Hughes,  you 
know  when  we  got  on  to  these  things  I  ventured  to  suggest — ex- 
cuse me  if  I  can't  talk  '^ery  loud,  because  my  throat  will  not 
permit  it 

Q.  Certainly.  A.  I  suggested  that  a  better  witness  than  myself 
would  be  the  treasurer  of  the  company,  to  whom  all  these  matters 
are  absolutely  familiar,  or  Mr.  Timpson,  the  assistant  cashier,  or 
Mr.  Smith,  he  second  assistant  cashier.  In  compliance  with  your 
request,  we  have  asked  Mr.  Timpson  to  be  here  fortified  with  all 
the  statistics  that  you  may  wish,  and  he  is  here  now,  and  I  think 
you  will  find  a  much  more  satisfactory  witness  in  Mr.  Timpson 
than  in  myself. 

Q.  We  have  already  had  the  advantage  of  testimony  of  treas- 
urer Cromwell  in  regard  to  many  of  these  matters,  and  there  is 
no  question  about  the  facts,  because  we  have  been  furnished  by 
the  company  with  the  details  which  I  have  put  before  you  in  the 
statement.  What  I  want  now  is  a  statement  from  you,  as  a  re- 
sponsible executive  of  the  company,  as  to  the  policy,  so  far  as  you 
had  anything  to  do  with  it,  of  maintaining  this  large  balance  in 
the  National  Bank  of  Commerce.     The  facts  we  have?     A.  Yes. 
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Q.  Now,  I  want  to  know  what  guided  you,  in  determining  you, 
so  far  as  you  did  determine,  the  policy  of  the  company,  in  that 
regard  ?  A.  I  presume  the  treasurer  and  the  Finance  Committee 
was  governed  by  the  fact  that  the  success  of  the  National  Bank 
of  Commerce,  as  an  institution  in  which  we  were  very  largely  in- 
terested, would  inure  to  the  benefit  of  the  Mutual  Life  Insurance 
Company  pro  rata  to  the  interest  that  it  held. 

Q.  Yes.  A.  And  that,  therefore,  the  company  was  justified  ia 
maintaining  out  of  its  large  floating  balance,  which  it  had  to  main- 
tain somewhere — in  maintaining  a  proportioaiate  amount  of  it  in 
the  corporations  in  whose  prosperity  it  was  vitally  interested — 
I  won't  use  the  word  "  vitally,"  but  greatly  interested. 

Q.  And  the  rate  of  interest  allowed  on  these  large  balances  waa 
regularly  two  per  cent,  if  I  remember  rightly  ?  A.  Whatever  the 
going  rate  was. 

Q.  Was  it  not  possible  for  the  Mutual  Life  to  keep  a  very  large 
part  of  the  money  which  has  been  on  deposit  with  the  National 
Bank  of  Commerce  loaned  out  at  more  profitable  rates?  A.  I 
assume  not. 

'  Q.  Well,  have  you  knowledge  on  that  point  which  will  enable 
you  to  say  that  it  was  more  profitable  apart  from  assumption? 
A.  Very  little.  I  told  you  that  my  participation  in  the  financial 
affairs  of  the  company  consisted  mainly  as  the  president  of  the 
company  presiding  at  the  meetings  of  the  Finance  Committee," 
and  having  the  benefit  of  the  attendance  there  of  the  treasurer 
and  the  assistant  treasurer,  and  of  those  gentlemen  who  constitute 
the  financial  committee,  the  committee  on  finance,  and  who  direct 
all  investments.     Whatever  they  should  direct  would  be  done. 

Q.  Well,  then,  do  I  understand  that  the  financial  policy  of  the 
company  is  not  in  any  sense  dictated  by  you  ?  A.  I  don't  dictate 
anything.  That  isn't  the  way  the  Mutual  Life;  Insurance  Com- 
pany is  run. 

Q.  Then,  also,  you  do  not  effectively  supervise  the  financial  in- 
vestments, but  those  are  handled  with  your  knowledge  and  ap- 
proval, but  not  directly  under  your  responsible  supervision,  by  the 
Finance  Committee  ?      A.  Absolutely,  and  the  treasurer. 

Q.  Do  you  know  that  steps  have  been  taken  to  secure  the  de- 
posits of  the  money  carried  by  your  managers  with  banks  that 
correspond  with  the  National  Bank  of  Commerce  and  to  with- 
draw them  from  other  banks?     A.  I  do  not. 

Q.  Is  this  a  letter  which  has  been  issued  by  your  auditing  de-. 
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partment,  having  that  object  in  view?  A.  This  seems  to  be  a 
press  copy  of  something  which  I  don't  recognize,  but  I  was  going 
to  say  that  I  assume  its  genuineness  because  I  would  approve  of  it 
as  a  very  proper  thing  to  do.  It  is  just  as  well  to  keep  the  bank 
account  with  the  correspondents  of  banks  that  one  is  interested  in 
as  it  is  in  those  that  it  is  not  iuterested  in,  and  decidedly  more  so. 

ME.  HUGHES: 

Subject  to  correction,  I  offer  this  in  evidence. 

(Marked  Exhibit  281  and  read  by  Mr.  Hughes.) 

Q.  And  the  object  of  that  was  to  have  the  deposits  in  a  bank 
in  which  you  were  interested?  A.  It  was  to  have  the  deposits  of 
the  different  managers  made  in  banks  which  were  correspondents 
of  the  banks  in  which  the  company  was  interested. 

Q.  And  thus  contribute  to  the  success  of  the  latter  bank?  A. 
Undoubtedly,  and  for  the  ultimate  benefit  of  the  company  pro  rata 
to  its  interest  in  the  bank. 

Q.  What  is  your  interest  in  the  Guaranty  Trust  Company? 
A.  Have  you  got  it  there  ? 

MR.  BECK:  Tou  mean  the  company's  interest? 

ME.  HUGHES:  Oh  no,  I  mean  Mr.  McOurdy's  interest.  "W© 
have  the  company's  interest. 

ME.  BECK :  Suppose  I  hand  him  this  and  he  can  give  you  any 
other  that  you  want?     A.  Guaranty  Trust,  200  shares. 

Q.  Has  your  holding  ever  been  greater  than  that?     A.  I  think 

it  has. 

Q.  Have  you  ever  disposed  of  any  shares  that  you  held  in 
the  Guaranty  Trust  Company  to  the  Mutual  Life  Insurance 
Company?     A.  No,_not  one  dollar. 

Q.  For  how  long  a  time  have  you  held  200  shares?  A.  Since 
Ihe  organization  of  the  company.  I  think  I  originally  had  300 
shares,  when  the  company  was  oi^^anized;  I  think  I  held  them 
ever  since  until  some  time  or  another  when  I  had  use  for  money 
I  sold  100  shares  in  the  market. 


1596  Legislative  Insurance  Investigation. 

Q.  Did  you  become  interested  in  tlie  Guaranty  Trust  Company 
before  tbe  Mutual  Life  Insurance  Company  took  an  interest  in 
it?     A.  No. 

Q.  At  the  same  time?     A.  At  the  same  time. 

Q.  Did  you  acquire  your  shares  at  the  same  price  at  which 
the  Mutual  Life  acqiuired  it?  A.  Absolutely,  and  paid  for  it 
the  same. 

Q.  What  is  your  interest  in  the  United  States  Mortgage  & 
Trust  Company?    A.  200  shares. 

Q.  And  when  did  you  acquire  those?  A.  At  the  organiza- 
tion of  the  company. 

Q.  Did  you  acquire  them  at  the  same  time  that  the  Mutual 
Life  acquired  its  holdings?     A.  Yes. 

Q.  And  at  the  same  price?     A.  At  the  same  price. 

Q.  Did  you  get  any  larger  amount?  A.  I  think  also  in  that 
case  that  I  had  perhaps  100  shares  more;  I  have  forgotten.  The 
stock  register  of  that  company  would  show;  but  no  material 
amount,  probably  300  shares. 

Q.  And  you  subsequently  sold  one  hundred  shares?  A.  I 
think  so. 

Q.  Did  the  stock  of  the  Guaranty  Trust  Company  and  the 
United  States  Mortgage  &  Trust  Company  largely  increase  in 
value  after  the  Mutual  Life  became  interested  in  them?  A.  After 
the  origin  of  the  company,  yes.  After  the  organization  of 
the  comjDany,  I  should  say,  yes. 

Q.  The  Guaranty  Trust  Company  stock  is  now  put  at  650, 
do  you  remember — it  is  put  here  in  the  statement  of  the  com- 
pany at  550 — ^I  read  the  wrong  line — and  it  is  put  here  at  the 
book  value  of  146.38  a  share.  Do  you  remember  what  you  paid 
for  your  300  shares?  A.  What  is  that?  I  paid  125,  the  same 
price  that  the  Mutual  Life  did,  whatever  it  was. 

Q.  Well,  the  price  here  is  146.38.  That  is  the  book  vahie; 
it  is  carried  at  that?  A.  Well,  I  can't  explain  that.  It  may 
be  owing  to  subsequent  purchases  or  sales,  which  they  might 
have  bought  in  the  market  later  on,  at  an  advanced  price,  and 
it  increased  it  accordingly. 

Q.  When  did  you  dispose  of  the  100  shares  ?  A.  When  did  I 
dispose  of  the  100  shares  ? 

Q.  Yes.     A.  I  have  no  idea. 

Q.  Well,  within  a  recent  period?     A.  Oh,  no. 

Q.  Some  time  back  ?     A.  Oh,  yes. 
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Q.  At  a  considerable  profit?  A.  Why,  at  the  price,  whatever 
it  was  at  the  time. 

Q.  Yes,  but  after  the  price  had  "considerably  increased?  A. 
Yes.     I  will  tell  you  all  I  recollect  about  it,  if  you  want  to. 

Q.  Yes.  A.  I  sold  the  stock  to  Mr.  George  W.  Young,  presi- 
dent of  tlie  United  States  Moa-tgage  &  Trust  Company,  who  bought 
it,  to  my  belief,  for  his  awn  acco'unt. 

Q.  Is  the  same  true  of  the  United  States  Mortgage  &  Trust 
Company?  A.  I  am  speaking  of  the  Mortgage  &  Trust  Com- 
pany. 

Q.  I  was  speaking  a  moment  ago  of  the  Guaranty  Trust  Com- 
pany? A.  Practically  the  same,  although  I  don't  know  who — ^I 
think  in  the  market  T  gave  an  order  for  the  sale  of  the  stock,  and 
it  was  sold  on  the  market;  I  don't  know. 

Q.  Well,  was  that  at  any  time  when  the  stock  had  risen  consid- 
erably in  value  ?  A.  Well,  it  was  larger  than  when  I  bought  it, 
of  course. 

Q.  Well,  had  it  got  up  as  high  as  three  or  four  hundred?  A. 
Very  likely. 

Q.  Or  more  than  that  ?     A.  Yery  likely. 

Q.  600?     A.  Very  likely. 

Q.  You  can  give  me  the  exact  figure  of  that  later,  but  that 
is  enough  for  the  present.  The  prosperity  of  the  Guaranty  Trust 
Company  has  been  largely  due  to  the  interest  of  the  Mutual  Life 
in  its  affairs,  has  it  not  ?     A.  It  has  undoubtedly. 

Q.  Tbe  Mutual  Life  does  not  own  a  controlling  interest,  does  it, 
in  the  Guaranty  Trust  Company?     A.  E^o. 

Q.  That  is,  an  actual  majority?     A.  E"o. 

Q.  But  it  actually  controls  the  company?  A.  That  is  a  matter 
of  inference;  it  doesn't  own  a  controlling  interest  in  the  stock 
at  all. 

Q.  But  the  Mutual  Life  and  the  officers  of  the  Mutual  Life 
do?  A.  Well,  I  don't  know  how  the  stock  interests  of  indi- 
viduals would  run  in  that;  I  can't  tell  you;  I  don't  recollect. 

Q.  I  notice  here  that  the  interest  of  the  Mutual  Life  is  8,648 
shares?     A.  Yes. 

Q.  The  stock  of  the  Mortgage  &  Trust  Company  is  $2,000,000 
entirely,  isn't  it?     A.  Yes. 

Q.  So  a  controlling  interest  would  be  10,001  shares?     A.  Yes. 

Q.  And  what  was  in  my  mind  was  whether  officers  of  the 
Mutual  Life  Insurance  Company  owned  1,400  shares  ?  A.  Well, 
that  I  don't  know. 
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Q.  Now,  you  have  been  aware  that  the  Mutual  carries  a  very 
large  deposit  with  the  Guaranty  Trust  Oompany?     A.  Yes. 

Q.  Have  you  been  aware  that  a  million  dollars  or  upwards 
were  kept  on  deposit  with  the  Guaranty  Trust  Conapany  at  2  per 
cent,  interest?     A.  Probably. 

Q.  And  have  you  approved  that  ?     A.  Probably. 

Q.  For  the  objects,  as  in  the  case  of  the  National  Bank  of 
Commerce,  adding  to  the  prosperity  of  the  Guaranty  Trust  Oom- 
pany ?     A.  And  thereby  to  the  prosperity  of  the  Mutual  Life. 

Q.  As  a  stockholder?     A.  Yes. 

Q.  You  are  also  aware  of  that — —  A.  On  that  branch  of  the 
subject,  Mr.  Hughes,  when  you  see  fit  to  take  up  Mr.  Timpson, 
I  wish  you  would  ask  him  about  the  result  to  the  Mutual  Life  in 
case  of  the  investment  in  the  Bank  of  Oommerce  and  in  the 
Guaranty  Trust  Company,  and  in  the  United  States  Mortgage 
Company,  taking  together,  not  only  the  investments,  or  rather  the 
deposit  at  a  low  rate  of  interest  in  each  of  those  companies,  but 
taking  that  in  connection  with  the  increase  in  value  of  the  assets 
of  the  Mutual  Life  Insurance  Company  by  reason  of  its  holdings 
of  the  stocks  of  those  companies  and  the  increased  dividends  which 
they  have  received  from  their  investment  in  those  companies.  I 
believe  myself  the  record  is  a  very  handsome  (^ne,  and  a  very  satis- 
factory one,  but  I  have  not  the  figures  by. 

Q.  I  have  here  a  statement  of  the  bonds  and  stocks  owned  by 
the  Mutual  Life  as  of  June  30,  1905,  giving  the  rate  of  interest 
and  dividends,  the  par  value  and  book  value,  which  I  understand 
to  be  the  cost  and  the  market  values  net  and  flat  as  of  June  30, 
1905.  It  has  not  been  formally  introduced  upon  the  record,  al- 
though it  has  been  used  in  the  course  of  the  examination,  but  it 
will  be  introduced,  and  I  understand  that  it  presents  in  an  accurate 
form  the  facts  as  to  the  cost  of  these  securities,  and  the  large  in- 
creases in  value  to  which  you  have  referred.  A.  What  is  that, 
a  transcript  from  the  company's  annual  statement  to  the  Insurance 
Department  ? 

Q.  I  don't  know  as  to  that.  It  is  furnished  by  your  company. 
A.  Well,  I  don't  know  what  it  is. 

Q.  And  I  assume  that  this  is  what  you  mean  when  you  suggest 
that  Mr.  Timpson  would  give  information  ?     A.  Yes,  probably. 

Q.  I  take  it,  what  he  can  give  is  embraced  in  this  paper  ?  A.  I 
assume  so. 

Q.  For  example,  in  the  case  of  the  National  Bank  of  Oom- 
merce, the  dividends  are  eight  per  cent?     A.  Yes. 
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Q.  The  book  value  is  stated  here  of  the  thirty-six  thousand  and 
eighty-eight  shares  owned  by  the  Mutual  Life,  123.07,  and  the 
market  value  is  stated  to  be  net  two  hundred,  and  flat  two  hundred 
and  two ;  in  the  case  of  the  Guaranty  Trust  Company  the  Mutual 
Life  is  stated  to  own  eight  thousand  six  hundred  and  forty-eight 
shares,  the  dividends  are  said  to  be  twenty  per  cent  and  the  book 
value  is  put  at  146,48,  and  the  market  value  net  at  550  and  the 
market  value  flat  at  555.  In  the  ease  of  the  United  States  Mort- 
gage &  Trust  Company,  the  shares  owned  by  the  Mutual  Life  are 
stated  to  be  ten  thousand  seven  hundred  and  thirty-six,  the  divi- 
dends twenty  per  cent,  the  book  value  155.10,  the  market  value, 
net  four  hundred  and  the  market  value  flat  four  hundred  and  ten. 
l^ow,  the  very  great  prosperity  of  the  United  States  Mortgage  & 
Trust  Company  as  indicated  by  the  market  value  of  their  shares, 
and  the  rates  of  dividends  paid,  is  largely  due  to  the  interest  which 
the  Mutual  Life  has  taken  in  the  success  of  its  affairs  ?  A.  Prob- 
ably. 

Q.  Yes.  The  same  as  you  have  already  stated  is  true  of  the 
Guaranty  Trust  Company  and  one  of  the  means  of  contributing 
to  the  success  of  the  United  States  Mortgage  &  Trust  Company, 
is  the  keeping  of  a  large  amount  of  Mutual  money  on  deposit  with 
it,  which  it  can  use  to  advantage.  A.  Deposits  are  the  life  blood 
of  every  banking  institution. 

Q.  Yes,  they  are  the  life  blood  of  those  organizations  in  which 
the  Mutual  is  interested?     A.  Yes. 

Q.  Banks  and  trust  companies?    A.  Yes. 

Q.  Another  source  of  revenue  to  the  United  States  Mortgage  & 
Trust  Company  is  the  purchase  by  the  Mutual  of  its  debentures, 
issued  against  mortgages  which  it  takes  at  a  higher  rate  of  interest 
than  the  interest  paid  on  its  debentures,  is  it  not  ?     A.  Yes. 

Q.  You  are  conversant  with  the  policy  of  the  Mutual  in  invest- 
ing largely  in  the  debentures?  A.  That  was  the  object  of  the 
organization  of  the  company. 

Q.  Well,  will  you  explain  that  more  in  detail  ?  A,  Yes.  One  of 
the  difficulties  —  it  is  an  issue  that  is  now  passed  away  —  but  for 
many  years  one  of  the  objections  that  was  made  to  what  we  called 
the  Eastern  and  JSTorthern  Life  Insurance  Companies  jvas,  as  was 
urged,  that  they  were  withdrawing  the  money  of  the  people  from 
the  sections  where  ic  was  earned  and  made,  and  bringing  it  to  'the 
East  here  and  using  the  money  here  to  build  up  Eastern  institu- 
tions, and  it  was  invested  in  mortgage  largely  here  on  New  York 
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farms,  dwelling  houses,  stores,  whatever  it  might  be,  on  securities 
generally,  and  in  enterprises  that  had  their  center  in  New  York, 
and  although  entirely  fallacious  reasoning,  it  was  assumed — ^felt 
by  many  and  alleged  repeatedly  by  competitors  in  other  States 
that  that  was  unfair  and  unjust  to  the  Western  and  the  Southern 
people.  Of  course,  we  did  not  believe  it;  it  is  too  long  and  too 
technical  a  subject  to  go  into  it  now,  but  we  were  constantly 
urged 

Q.  Pardon  me  a  moment,  proceed.  A.  We  were  constantly 
urged  by  our  agents  out  beyond  the  borders  of  the  State  of  New 
York  to  establish  loaning  agencies  directly  in  other  States.  I  can- 
not recall  exactly  what  the  limitations  of  the  law  were.  They 
varied  from  time  to  time.  Originally  we  were  limited  to  bonds 
and  mortgages — I  am  speaking  of  bonds  and  mortgages  now  ex- 
clusively— in  the  State  of  New  York.  Then  the  area  was  enlarged 
by  an  amendment  of  the  act  authorizing  insurance,  companies  to 
invest  their  funds  in  bonds  and  mortgages  situated  upon  real 
estate  within  fifty  miles  of  the  City  of  New  York.  Later  on  at 
some  time — I  think  the  words  were  added  "  within  fifty  miles  of 
the  State  of  New  York  or  in  States  adjacent  thereto  " — ^but  adja- 
cent, whether  adjacent  or  contiguous  would  have  been  the  better 
word,  there  was  some  discussion  at  the  time,  but  that  was  held 
to  mean  Connecticut  and  New  Jersey  and  Pennsylvania,  too.  I 
think  we  backed  up  on  Pennsylvania  along  the  southern  parts  of 
the  State  and  so  on.  If  there  is  any  general  amendment  of 
the  law  allowing  a  widespread  investment  of  the  money  of  the  life 
insurance  company  on  bond  and  mortgage  I  am  ignorant  of  it  or 
have  forgotten  it.  The  point  was,  however,  that  pressure  was 
brought  upon  us  to  overcome  this  objection  urged  to  the  New  York 
companies,  all  of  them,  all  the  New  York  companies,  by  the  West- 
ern companies 

Q.  You  didn't  want  to  loan  direct  on  Western  mortgages 
or  mortgages  in  remote  districts?  A.  We  did  not  want,  and 
we  had  not  the  organization.  We  could  not  well  develop  it. 
Our  real  estate  department  is  large  enough  and  complex 
enough  as  it  was,  and  the  underlying  motive  with  regard  to 
the  United  States  Mortgage  Company  was  that  it  had  in  its 
charter  the    provision  that  it  might    loan  ■ —  I  am  not    quoting 
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accurately  —  practically  that  it  might  loan  money  on  its  mort- 
gage anywhere,  and  guarantee  the  risk  and  it  was  almost 
conceded  to  be  necessary  outlay  for  the  rapidly  accumu- 
lating money  of  the  Mutual  Life  as  well  as  a  proper  considera- 
tion of  the  feeling  of  the  very  large  proportion  of  our  policy- 
holders, although  we  did  not  admit  its  justness,  a  very  proper 
recognition  of  their  feelings  that  we  should  organize  a  corpora- 
tion that  had  the  power  to  do  what  large  numbers  of  our 
policyholders  thought  we  ought  to  do  with  their  money,  and 
we  induced  the  directors  of  the  company  to  invest  the  money 
of  the  company  in  the  mortgage  —  in  the  United  States  Mort- 
gage &  Trust  Company  for  the  very  purpose  of  allowing  the 
Mortgage  &  Trust  Company  to  invest  its  money  and  then 
obtain  a  constantly  renewed  supply  of  money  to  be  invested 
in  that  way  in  mortgages  all  over  the  country  by  selling  their 
debentures  to  the  Mutual  Life  Insurance  Company  of  ISTew 
York  with  one-half  per  cent  for  the  trouble,  which  we  thought 
was  very  cheap  and  a  very  reasonable  means.  iNow,  if  you 
will  allow  me  to  go  on  for  a  moment  I  think  I  should  like  to 
say  a  few  words  with  regard  to  the  organization  of  what  are 
called  the  subsidiary  companies. 

I  do  not  mean  from  you,  Mr.  Hughes,  personally  or  in  any 
way,  but  there  seems  to  be  in  the  air  an  underlying  sugges- 
tion of  what  are  called  the  subsidiary  companies,  that  they 
are  due  to  the  desire  of  the  directors  and  the  officers  of  the  Mutual 
Life  Insurance  Company  to  get  a  profitable  investment  for  them- 
selves by  organizing  companies  and  using  the  Mutual  Life  Insur- 
ance Company  for  that  purpose.  That  was  distinctly  not  the 
fact,  I  know  all  about  the  organization  of  the  Guaranty  Trust 
Company  and  the  United  States  Mortgage  &  Trust  Company  and 
the  National  Union  Bank,  which,  as  I  have  stated,  was  the  pre- 
cursor of  the  interests  of  the  company  in  the  National  Bank  of 
Commerce.  It  was  found  after,  as  I  have  tried  with  such  becom- 
ing modesty  as  I  was  permitted  to  use  here  —  after  I  had  been 
for  some  time  trying  to  increase  the  new  business  of  the  Mutual 
Life,  the  new  premiums  began  to  roll  in  very  much  more  rapidly 
than  I  anticipated,  or  anybody  anticipated,  and  we  had  to  find 
gome  better  means  than  we  were  then  possessed  of  for  the  im- 
51 
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me(3iate  fructification  of  tha:t  money  which  was  coming  in  upon 
ns  in  large  amounts.  I  —  well  I  was  going  to  point  out  an  illus- 
tration of  a  company  which  is  said  to  be  in  somewhat  a  similar 
condition  at  the  present  time,  but  I  refrain  frora  doing  so. 
Those  that  know  the  company  that  I  refer  to  may  make  the  ap- 
plication and  others  not.  But  that  was  the  fact.  We  had  a  lot 
of  money  coniing  in  that  we  did  not  know  what  to  do  with.  The 
officers  of  the  Mutual  Life  had  been  brought  up  in  the  life  insur- 
ance business,  either  in  agency  management  or  in  internal  admin- 
istration or  in  the  practical  part  of  the  business.  But  it  was  felt 
by  them  and  by  the  members  of  the  Financial  Committee,  and 
that  I  used  for  short,  by  those  trustees  who  were,  as  I  have  before 
described,  in  the  habit  of  looking  in  and  conferring  with  and  ap- 
praising with  the  officers  of  the  company,  whether  members  of  th-.; 
Financial  Committees  strictly  or  not  —  it  was  recognized  that 
we  have  got  to  have  some  new  means  of  investment.  Our  facilities 
were  Small.  We  were  then  just  buying  a  stock  or  bond,  or  all 
numbers  peddled  around  by  brokers  now  and  again,  on  which 
perhaps  four  or  five  different  profits  had  already  been  made,  and 
we  had  never  been  known  as  large  purchasers  of  securities  in  the 
market,  and  the  profit  on  securities  that  we  had  to  invest  in  and 
wanted  to  invest  in  at  that  time  had  been  eaten  up  before  we  got  a 
chance  at  them.  And  it  was  felt  that  the  company  should  get 
closer  to  the  cost  price  of  the  manufacture  of  investments  and 
securities.  But  as  I  have  remarked  the  officers  were  not  familiar 
with  that  class,  that  is  practically  familiar,  only  as  intelligent  men 
might  be,  with  the  principle  and  theory,  but  not  practically  fa- 
miliar with  what  is  really  a  banking  business.  We  had  particu- 
larly no  organization  for  it.  It  would  not  have  been  a  convenience 
to  the  Mutual  Life  as  a  life  insurance  company  purely  and  simply 
to  have  had  an  inferior  organization  solely  —  af  all  events  at  that 
time  solely  for  the  purchase  and  sale  and  dealing  in  securities  at 
issue  prices  or  less.  We  conceived  the  theory  of  going  into  part- 
nership with  people  who  knew  more  ibout  it  than  We  did,  and  the 
only  way  to  do  that,  inasmuch  as  we  could  not  go  iiito  private 
partnerships,  was  to  avail  ourselves  oi  the  provisions  of  the  state 
laws  which  allowed  life  insurance  companies,  if  I  recollect  rightly, 
to  invest  in  any  stock  that  happened  to  be  at  par  or  over  in  tho 
city  of  New  York  nt  the  time  of  purchase. 
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The  charter  of  the  Guaranty  Trust  Company  was  first  acquired. 
Now,  I  have  said  that  the  object  of  organization  of  the  mortgage 
company  was  this  feature  that  it  had  in  its  charter  permitting  it  to 
invest  its  money  aud  then  issue  debentures  against  it  and  sell 
them.  That  is  what  drew  our  attention  first  to  that  enlargement 
of  our  investment  facilities.  We  had  acquired  the  existing  char- 
ter of  that  company,  which  was  then  in  a  state  of  suspended 
animation,  its  capital  having  been  cut  down  to  $100,000  and  its 
legal  entity  being  preserved  merely  for  the  purpose  of  adminis- 
tering on  a  few  uncollectible  assets  at  the  time 

Q.  Pardon  me.  You  say  you  acquired  it.  What  do  you  mean  ? 
A.  I  am  talking  of  the  Mutual  Life.  When  I  say  we  I  am  talk- 
ing of  the  company.  But  there  was  a  temporary  block  in  the  way, 
one  of  two  of  the  subscribers  would  not  dispose  of  their  stock  at 
satisfactory  prices.  In  effect  they  attempted  to  hold  up  the  thing 
and  did  for  a  while. 

Consequently  that  had  to  be  laid  aside  for  a  moment,  and  then 
we  searched  around  and  found  a  charter  of  a  similar  company 
which  at  one  time  had  not  been  in  quite  successful  operation  as  an 
international  company,  the  New  York  Guarantee  &  Indemnity 
Company,  so-called.  That  was  the  beginning  of  it.  The  directors 
of  the  company  acted  with  very  great  caution;  in  fact,  it  took 
them  a  long  time  before  they  were  willing  to  pledge  themselves 
to  what  was  essentially  a  new  departure  for  the  company,  to 
convince  themselves  it  was  thoroughly  for  the  good  of  the  com- 
pany that  we  should  have  this  outlet  for  our  funds,  which  the 
previous  education  of  the  men  in  the  business  did  not  qualify 
them  to  find  in  the  ordinary  methods  in  the  street.  They  looked 
into  it  with  extreme  care,  and  under  a  great  sense  of  respon- 
sibility. And  one  of  the  first  rules  which  they  laid  down  was 
that  no  company  of  that  kind  should  be  organized  and  the  Mutual 
Life  Insurance  Company's  moneys  put  into  it,  unless  the  respon- 
sible officers  of  the  Mutual  Life  and-  the  members  of  the  Finance 
Committee,  as  many  as  possible,  were  put  into  those  Boards  of 
Directors  to  look  after  and  safeguard  the  investment  '  the  Mutual 
Life  Insurance  Company. 

Now,  that  is  the  reason,  that  is  the  reason  that  you  will  find 
in  the  direction  of  the  United  States  Mortgage  &  Trust  Company, 
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yoii  will  find  the 'president  of  the  company  who  is  there,  it  is  true, 
only  in  a  perfunctory  sort  of  way,  but  he  is  there  officially,  and  if 
he  should  perceive  anything  going  wrong  in  the  administration  of 
that  company,  in  I  might  say  the  casual  attention  at  the  meetings 
he  is  able  to  give  from  week  to  week,  he  certainly  would  have  a 
■right,  as  representing  the  largest  stockholder,  to  put  a  stop  to  it, 
or  apply  corrections  to  any  abuse  or  wrong  methods  as  they 
might  appear  to  him.  So,  that  in  that  company  you  will  find  the 
assistant  treasurer  of  the  company,  Mr.  Timpson,  is  a  director  and 
a  member  of  the  Finance  Committee.  You  will  find  Mr.  Hen- 
derson is  a  member  of  'the  Finance  Committee  and  also  of  the 
Executive  Committee. 

Q.  Mr.  Juilliard?  A.  And  you  will  find  Mr.  Granniss  is  a 
member  of  the  Board  of  Directors  of  that  company,  and  you  will 
find  Mr.  Dickey,  of — I  don't  know  whether  he  is  actually  the 
head  of  Brown  Bros.  &  Company,  the  well  known  bankers  at  the 
present  time,  or  not,  but  Mr.  Dickey  js  also  in  the  Board  of  the 
Mutual  Life  Insurance  Company  and  the  Board  of  the  Mortgage 
Company,  and  on  the  Executive  Committee  of  the  Company. 

Take  the 'Guaranty  Trust  Company,  in  the  organization  of  that 
company  the  president  there  is  in  every  one  of  those  conipanies,  I 
believe.  He  is  put  there  to  represent. officially  the  interests:  of  the 
Mutual  Xife  Insurance  Company,  and  in  the  direction  of  the 
Guaranty  Trust  Company  is  the  treasurer  of  the  Mutual  Life  and 
their' vice-president,  of  the  Mutual  Life  Insurance  Company.  Mr. 
Haven,  of  the  Finance  Committee;  Mr.  .Jarvie,  of  tlw  Finance 
Committee,  are  members  of  the  Executive  Committee  of  that 
concern.  Mr.  George  Baker,  president  af  :the  First  National 
Bank,  and  of  the  Finance  Committee  of  the  Mutual  Life  Insur- 
ance Company,  is  also  a, member  of  that  Board. 

Take  the  Bank  of  Commerce  in  the  same  way,  the  investment  of 
the  company's  funds  was  very  large  there.  It  was  evident  it  was 
to  ;grbw  larger,  and  at  first  4t  was  difficult  to  persuade  gentlemen 
to  go  in  and  make  themselves  personally  responsible  for  the  ;man- 
agement  of  those  companies,  they  were  willing  enough  sto  take  the 
chance  to  buy  stock,  subscribe  for  stock  in  an  enterprise  in  whioh 
the  Mutual  Life  was  to  be  largely  interested. 

But  tliey  did  not  care  to  load  themselves  with  the  .bu8ine§s 
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responsibility  or  the  moral  respo<iisibility  witb  taking  tbe  share  in 
the  management  of  that  company,  and  it  was  with  difBeulty  we 
were  able  to-  insist  that  we  would  not  put  the  money  of  the  Mutual 
Lif  g  Insurance  Company  to  any  considerable  extent  into  any  one 
of  those  companies  unless  a  sufficient  number  of  the  directors  of 
the  Mutual  Life  Ijisurance  Company,  most  close  to  the  rnanage- 
ment,  unless  two  or  three  of  the  executive  officers  of  the  company 
imd  two  or  three  of  the  most  infliiential  and  skilled  members  of 
the  Finance  Committee  should  go  into  the  Boards  and  their  execu- 
tive committee.     That  was  the  reason  wliy  you  will  find  to-day 

that  in  every  one .     Take  the  Morristown  Trust  Company. 

There  was  a  little  trust  company  started  out  in  the  country  with 
$100,000  capital  and  $50,000  surplus.  It  went  on.  I  was  inter- 
ested in  it  at  the  beginning.  It  went  on  for  six  or  eight  years,  I 
think,  and  then,  when  it  had  established  itself,  I  have  got  the 
figure  somewhere  here,  when  it  had  become  a  certainty  —  a  prac- 
tical certainty  of  success,  when  it  had  become  demonstrated  that 
there  was  an  opening  there  for  a  trust  company  which  might 
be  made  a  profitable  source  of  investment  for  the  Mutual  Life, 
the  capital  stock  of  that  company,  but  not  v\'hile  it  was  in  its  in- 
fancy or  a  mere  guess  of  a  few  countrymen  out  there  whether 
they  could  start  a  trust  company  that  would  pay  its  way  or  not, 
but  when  it  had  been  established  and  demonstrated  its  success  for 
eight  years,  then  the  capital  of  that  company  was  doubled  in 
order  that  the  Mutual  life  Insurance  Company  might  take  an 
interest  in  it.  And  it  was  then  and  then  only  that  on  the  Board 
of  Directors,  if  I  recollect  rightly,  of  the  Morristown  Trast  Com- 
pany and  on  its  executive  committee  were  placed  the  names  of 
some  of  the  officers  and  several  of  the  members  of  the  Finance 
Committee  of  the  Mutual  Life.  So  that  carrying  out  that  same 
theory,  wherever  the  company  put  any  great  sum  of  money,  any 
considerable  sum  of  money,  there  has  got  to  go  behind  that 
money  the  people  that  voted  to  do  it,  and  they  were  held  respon- 
sible for  the  investment. 

That  is  the  reason  why,  as  I  say,  you  will  find  to-day  in  all 
the  companies  the  Mutual  Life  is  interested  in  —  and  we  would 
not  go  into  them  withoiit  it  was  so  —  you  will  find  the  men  re- 
sponsible for  the  care  of  the  finances  of  the  company,  responsible 
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also  for  the  care  and  finances  of  tlie  companies  in  which  the 
Mutual  Life  has  large  interests. 

Q.  Of  course,  wherever  you  have  control  of  the  stock  you 
elect  whatever  directors  you  please?  A.  Oh,  that  is  a  question. 
That  may  or  may  not  be  so. 

• 
ME.  HUGHES :  Our  time  is  ten  minutes  to  five,  and  we  will 

resume  this  to-morrow  morning. 

THE  GHAIEMAN:  The  Committee  will  stand  adjourned 
imtil  10:30  o'clock  to-morrow  morning. 


ALDEKMANIO  CHAMBEE, 

City  Halx,  New  York  City. 

October  19,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  tlie  chair. 

EICHAED  A.  McCUEDY  resumed  the  stand. 

Mr.  HUGHES:  The  paper  which  has  been  used  from 
time  to  time,  stating  the  bonds  and  stocks  owned  by  the  Mu- 
tual Life  Insurance  Company  as  of  June.  30,  1905,  and  fur- 
nished by  the  company  at  the  request  of  the  Committee,  it 
seems  has  not  been  marked  for  identification,  and  I  will  ask 
to  have  it  marked  now. 

(Marked  Exhibit  282  for  identification.) 

BY  ME.  HUGHES: 

Q.  At  the  close  of  the  session  yesterday,  Mr.  McCurdy,  you 
were  explaining  the  reasons  which  had  led  your  company  to 
invest  largely  in  the  stocks  of  subsidiary  companies,  and  par- 
ticularly with  reference  to  the  United  States  Mortgage  &  Trust 
Company.  Do  I  understand  that  those  who  were  interested  in 
the  Mutual  Life  Insurance  Company  originally  acquired  the 
charter  of  that  company?    A.  No. 

Q.  Who  did  acquire  it?  A.  It  was  acquired  for  the  benefit 
of  the  company  by  the  late  Mr.  George  S.  Coe,  at  that  time 
president  of  the  American  Exchange  ISTational  Bank. 

Q.  Were  others  besides  the  Mutual  Life  interested  in  its 
acquisition?  A.  ISTot  at  all.  I  mean  to  say  by  that  that  the 
charter  was  acquired  by  Mr.  Coe,  who  held  it  pending  the 
progress  of  the  reorganization  of  the  company,  and  then  by  a 
method,  which  I  have  now  forgotten,  transferred  the  charter 
after  it  had  been  amended  to  the  new  organization.  What  the 
precise  method  was  I  do  not  recollect. 

Q.  Were  any  others  interested  in  that  besides  those  who 
were  acting  on  behalf  of  the  Mutual  Life?  A.  Undoubtedly, 
Tery  largely  interested. 

Q.  So  that  the  Mutual  Life  did  not  originally  acquire  or  un- 
dertake the  matter  on  its  oAvn  account  exclusively?    A.  Not  at 
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all;  no.  It  invested  a  certaiii  portion  of  its  funds"  in  the  stock 
of  the  reorganized  company,  the  balance  of  the  stock  being  sub- 
scribed to  by  the  public. 

Q.  Was  that  a  general  subscription  or  was  the  stock  taken 
by  a  number  in  the  nature  of  a  syndicate?  A.  No;  there  was 
no  syndicate  at  aiU.  There  was  &  committee  oil  reofganizatiou 
and  they  awarded  the  stock  and  subscriptions  in  ains\^e'r  to  offer's 
by  letter,  I  think.  I  could  look  that  tip  if  y6u  waiit  me  to. 
But  there  was  no  syndicate  of  any  kind  and  no  profits  made  by 
any  person  upon  the  reorganization.'  of  the  com^aiiy  and  the  dis- 
tribution of  the  stock. 

Q.  If  it  was  desirable  for  the  eomipaiiy  to  have  such  a  sub- 
sidiary corQpany  for  the  purpose  of  placing  moliey  on  loans 
more  convefiiently  than  the  company  could  do  directly,  why 
was  not  the  company  exclusively  controlle'd  and  its  profits 
exclusively  made  by  the  Mutual  Life  Insurance  Company? 
A.  As  I  have  endeavored  to  explain  it  was  necessary  to  resort 
to  some  form  of  corporate  organization,  an<i  the  compaWy 
could  not  become  the  exclusive  owner  of  all  the  stock  in  prac- 
tically a  new  c-orporation.  I  doubt  whether  it  would  have  been 
legal,  and  at  the  same  time  it  was  desirable  to  bring  in  other 
persons  connected  with  large  interests  in  ISTew  York  and  elsewhere 
to  interest  them  in  the  future  success  of  the  company,  and  to 
participate  in  the  management  of  a  company  which,  I  explained, 
was  at  that  time  foreign  to  the  experience  of  the  officers  at  all 
events  of  the  Mutual  Life  Insurance  Company. 

Q.  Has  not  the  management  of  the  company  been  in  the  con- 
trol and  its  policy  directed  by  the  Mutual  Life  ?  A.  In  this;  way : 
Upon  the  executive  committee  are  Mr.  Diekey,  as  I  have  told  you, 
of  the  firm  of  Brown  Bros.  &  Company,  who  is  a  trustee  of  the 
company ;  Mr.  Henderson,  who  is  a  banker  in  New  York,  of  the 
firm  of  Henderson  &  Company,  and  Mr.  Clarke,  now  president  of 
the  American  Exchange  National  Bank  and  also  a  trustee  in  the 
Mutual  Life  Insurance  Company,  who,  as  I  have  explained,  are 
put  there  to  safeguard — and  the  assistant  treasurer  of  the  com- 
pany, Mr.  Timpson — ^who  are  put  there  designedly  to  safeguard 
the  interests  of  the  Mutual  Life  Insurance  Company  and  to  see 
that  the  large  amount  of  money  invested  in  the  stock  and  other- 
wise in  that  company  is  well  looked  after.  But  influencing  it — • 
The  Mutual  Life  Insurance  Company,  as  a  corporate  body  or 
otherwise,  influencing  the  daily  transaction  of  that  company  is 
quite  inaccurate,  » 
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Q.  Does  the  Mutual  Life  Insurance  Company  talte  all  the 
debentures  that  are  issued  by  the  United  States  Mortgage  &  Trust 
Company  against  its  mortgages?  A.  It  Avould  be  glad  to  if  it 
had  the  opport.unity  and  the  available  funds  at  the  time. 

Q.  Well,  as  a  matter  of  fact  are  those  debentures  taken  by  the 
companies  or  invested  in  by  other  institutions  in  the  city?  A.  I 
think  some  of  them  have  been  sold  from  time  to  time,  but  a  small 
proportion,  because  that  was  not  the  object  in  oi^anizing  the  com- 
pany. The  object  in  organizing  the  company  was  that  it  should 
become  a  feeder-^its  investments  branch  in  real  estate  mortgages 
and  largely  in  portions  of  the  country  where  it  was  doubtful  at 
any  rate  whether  the  Mutual  Life  InsTirance  Company  could 
properly  invest  directly,  that  is  not  properly,  but 

Q.  Then  the  intention  was  that  the  Mutual  Life  should  take, 
so  far  as  it  could  handle  them,  the  debentures  issued  against  the 
mortgages  ?    .  A.  Undoubtedly. 

Q.  Well,  with  the  understanding  that  the  Mutual  Life  was  to 
be  a  large  depositor  of  the  United  States  Mortgage  &  Trust  Com- 
pany, and  was  to  take  debentures  issued  against  the  mortgages 
taken  by  the  United  States  Mortgage  &  Trust  Company,  there  was 
really  no  risk  in  investing  in  a  stock,  was  there  ?  A.  I  don't  know 
that  there  was  any  understanding  whatever  that  the  Mutual  Life 
should  become  a  depositor  in  the  company,  nor  do  I  kn«w  or 
recollect  at  the  time  of  the  organization  whether  the  intimate  pur 
chases  of  the  company  were  furnished  to  anybody  excepting  those 
who  had  the  interests  of  the  Mutual  Life  Insurance  Company  at 
heart.  In  fact,  in  the  operation  of  the  Company  I  don't  know 
that  that  was  publicly  announced  at  all. 

Q.  What  I  meant  to  bring  out  was  this,  that  with  the  Mutual 
Life  so  largely  identified  with  the  enterprise  there  was  really  no 
risk  in  investing  in  the  stock  of  the  United  States  Mortgage  & 
Trust  Company,  I  mean  in  making  such  an  investment  by  an  out- 
sider ?  A.  That  might  or  m'ight  not  be.  The  Mutual  Life  Insur- 
ance Company  was  liable  to  make  an  error  of  judgment,  and  the 
ulterior  progress  of  the  company  nobody  could  foresee  excepting 
the  exercise  of  their  best  judgment. 

Q.  Of  course,  nobody,  could  absolutely  forecast  the  future,  but 
with  suph  wisdom  as  business  men  have  they  would  naturally  con- 
clude that  an  enterprise  so  backed  would  be  successful?  A.  I 
should  say  so. 

Q.  Now,  is  it  not  a  danger,  Mr.  McCurdy,  that  "the  interests 
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of  life  insurance  companies  in  such  subsidiary  companies  will  lead 
them  from  time  to  time  into  transactions  or  enterprises  dis- 
tinctly speculative?  A.  I  have  known  of  no  such  occasions;  none 
that  occur  to  lay  mind. 

Q.  The  United  States  Mortgage  &  Trust  Company  does  a  trust 
company  business  vapart  from  this  matter  of  taking  mortgages? 
A.  Yes. 

Q.  It  is  a  very  large  part  of  the  business  of  a  trust  company 
to  undertake  the  flotation  of  securities?     A.  Yes. 

Q.  It  is  perhaps  the  most  profitable  part  of  a  trust  company's 
business  if  the  securities  handled  are  good  securities,  such  that 
can  be  marketed  to  advantage?     A.  It  is;  it  is  profitable. 

Q.  Yes.  ISTow  I  would  like  to  know  what  connection,  if  any, 
the  Mutual  Life  Insurance  Company  or  its  officers  have  had  with 
such  transactions  entered  into  by  the  subsidiary  companies,  talking 
the  United  States  Mortgage  &  Trust  Company  first  as  an  example  ? 
Has  there  been  anything  of  that  sort?  A.  Why,  I  can't  —  if  you 
will  make  your  question  specific  I  will  answer  it  right  away. 

Q.  Well A.  There  have  been  securities  brought  out  by 

the  United  States  Trust  Company  and  by  other  companies  in 
which 

Q.  Now,  Jo  you  remember  any  cases  of  securities  brought  out 
by  the  United  States  Mortgage  &  Trust  Company  where  tlip 
Mutual  Life  or  its  officers  have  been  interested  in  the  flotation? 
A.  I  think  the  Brooklyn  Wharf  —  and  —  Brooklyn  Bridge  & 
Warehouse  Company. 

Q.  Brooklyn  Wharf  &  Warehouse  Company?  A.  Brooklyn 
AVharf  &  Warehouse  Company,  that  is  one. 

Q.  What  was  the  Brooklyn  Wharf  &  Warehouse  Company'? 
A.  It  was  a  consolidation  of  the  various  warehouse  companies 
in  Brooklyn  fronting  on  the  East  River  under  one  management 
and  under  conditions  which  were  thought  at  that  time  to  promise 
greater  economies  and  better  sources 'of  profit. 

Q.  That' was  about  1895,  wasn't  it?  A.  You  have  the  date 
there. 

Q.  That  is  the  date  I  assume  to  be  correct?  A.  That  is  prob- 
ably correct.     I  haven't  it  in  my  mind. 

Q.  The  general  nature  of  the  plan  was  that  a  number  of  wharf 
and  warehouse  properties  along  the  East  Eiver  and  Brooklyn 
should  be  purchased  by  a  company  organized  to  own  and  operate 
them?     A.  I  think  so. 

Q.  That  company  was  the  Brooklyn  Wharf  &  Warehouse  Com- 
pany.     And  it  was  to  pay  for  the  properties  Ijy  its  bonds  issued  to 
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the  vendors  largely,  and  part  in  cash,  I  suppose?  A.  Well,  I 
presume  so. 

Q.  Yes.     A.  I  have  no  comment  to  make. 

Q.  The  stock  was  for  the  benefit  of  the  promoters,  -was  it  not, 
the  properties  being  paid  for  in  bonds  and  cash?  A.  I  couldn't 
recall  at  the  present  time  the  scheme. 

Q.  Well  now,  it  was  in  the  nature  of  an  enterprise  not  estab- 
lished, but  speculative,  in  the  sense  that  the  future  would  have  to 
demonstrate  its  Avisdom  ?     A.  Is  that  a  question? 

Q.  Yes.    A.  I  can't  answer  it 

Q.  Well,  was  not  that  your  attitude  toward  it  at  the  time? 
A.  Well,  1885 

Q.  1895?     A.  Oh,  1895,  was  that  the  time? 

Q.  Yes.     A.  Well,  1895  is  ten  years  ago. 

Q.  Yes.  A.  And  my  own  observation  of  that  enterprise  at  that 
time  was  purely  formal;  it  was  the  action  of  the  mortgage  com- 
pany and  not  of  the  Mutual  Life  Insurance  Company,  but  the 
directors  of  that  company  who  were  also  members  of  the  board 
of  the  Mutual  Life  Insurance  Company  approved  of  it,  con- 
sidered it  wise  and  judicious  and  the  Finance  Committee  author- 
ized whatever  participation  the  Mutual  Life  Insurance  Company 
took  in  it. 

Q.  As  a  matter  of  fact,  the  United  States  Mortgage  &  Trust 
Company  was  the  trustee  of  the  mortgage  and  was  the  issue  house 
of  the  securities?    A.  It  was,  I  think,  yes. 

Q.  And  I  suppose  had  a  considerable  compensation  for  acting 
in  the  matter  ?  A.  I  presume  it  didn't  act  without  pay  or  proper 
pay. 

Q.  And  I  suppose  the  Mutual  Life  was  attracted  to  the 
enterprise  by  the  reason  of  the  connection  of  the  subsidiary 
company  controlled  by  it  with  it?    A.  Probably. 

Q.  Now,  to  what  extent  did  the  Mutual  Life  invest  in  the 
bonds  of  the  Brooklyn  Wharf  &  Warehouse  Company?  A.  I 
have  not  the  figures  there. 

THE  WITISTESS:  Is  Mr.  Timpson  here  yet,  Mr.  Eichards? 

ME.  RICHAEDS:  He  will  be  here  in  a  moment. 

Q.  We  will  leave  that  until  he  arrives.  A.  He  is  the  assistant 
treasurer  of  the  company  and  also  a  director  and  on  the  com- 
mittee of  the  mortgage  company  and  can  give  you  a  very  clear 
statement. 
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Q.  Without  attempting  at  the  moment  to  put  upon  the  record 
the  exact  extent  of  the  participation  of  the  IMutual  Life,  we  may 
properly  assume  that  it  had  a  substantial  participation?  A.  Ic 
had  a  substantial  participation. 

Q.  Wow,  are  you  prepared  to  say  that  the  Mutual  Life  would 
have  taken  that  participation  or  invested  in  those  bonds  if  it 
had  not  been  connected  with  the  United  States  Mortgage  &  Trust 
Company,  which  was  concerned  with  their  issues?  A.  It  might 
never  have  had  an  opportunity. 

Q.  "Well,  I  am  now  asking  for  your  judgment  as  an  investor, 
whether  that  at  the  time  and  apart  from  your  relation  to  the 
subsidiary  company,  would  have  been  regarded  as  a  suitable 
investment  on  the  part  of  the  Mutual  Life?  A.  If  that  oppor- 
tunity of  subscription  to  those  bonds  had  been  offered  to  the 
Mutual  Life  Insurance  Company  by  a  responsible  trust  com- 
pany, or  banking  house  in  good  credit,  and  the  company  had 
looked  into  the  thing  carefully,  as  it  did  at  that  time,  and  made 
lip  its  judgment  that  it  was  a  good  thing  for  the  company  to 
invest  in,  it  would  have  invested  unquestionably,  whether  there 
was  any  connection  between  the  two  companies  or  not. 

Q.  Well,  of  course,  with  your  premises,  only  one  conclusion 
could  possibly  follow.  Now,  I  want  to  know  whether  those- 
premises  actually  existed,  whether  they  did  look  into  the  matter 
in  that  independent  way,  and  whether  they  did  consider  it  was 
a  good  investment  apart  from  their  desire  to  favor  an  enterprise 
in  which  their  subsidiary  company  was  interested?  A.  They  did 
absolutely. 

Q.  What  was  the  history  of  that  Brooklyn  Wharf  &  Ware- 
house Company?  A.  That  I  cannot  tell  you  in  detail.  I  know 
there  were  various  meetings  and  the  Finance  Committee  con- 
sidered it  very  thoroughly,  and  discussed  it  in  every  light  that 
came  to  them,  or  in  which  the  matter  presented  itself  to  them, 
and  that  the  investment  was  made  with  very  great  deliberation 
and  very  largely,  I  think,  owing  to  the  fact  that  it  was  among 
the  earlier  enterprises  of  that  kind,  that  the  Mutual  life  Insur- 
ance Company  has  gone  into.  I  tbink  that  was  probably  with  as 
much  care  as  any  investment  the  company  had  ever  made. 

MR  WEMPLE:  Can  you  speak  a  little  louder? 

THE  WITNESS:  Unfortunately,  I  am  doing  ray  best.  I 
am  not  accustomed  to  use  my  voice  so  much  as  I  have  been 
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compelled  to  for  tlie  last  two  or  three  days,  and  I  am  a  little 
hoarse,  and  it  increases  each  day  as  I  am  on  the  stand.  If  the 
Committee  wish  I  will  come  nearer  to  it. 

MK.  WEMPLE:     We  will  try  to  get  along. 

MR.   BECK:     Mr.  Hughes,  Mr.  Timpson  is  here  now. 

ME.  HUG-HES:  I  understand  Mr.  Timpson  is  here,  and  as 
he  has  already  been  sworn,  if  you  do  not  mind  an  occasional 
interpolation  in  the  record,  I  will  be  glad  to  let  him  furnish  us 
such  information  as  he  can  from  time  to  time.  Just  give  us  the 
amount,  if  you  can,  of  the  original  investment  of  the  Mutual 
Life  Insurance  Company  in  the  bonds  of  the  Brooklyn  Wharf 
and  Warehouse  Company? 

ME.  TIMPSOlSr:  I  think  I  have  the  figures  here.  No,  I 
have  not  those  figures.     I  can  get  them  for  you. 

ME.  HUGHES:     Can  you  tell  approximately  from  memory? 

ME.  TIMPSOE":  It  was  in  the  neighborhood  of  tLree  mil- 
lion dollars,  I  think. 

ME.  HUGrHES:  Was  it  not  four  million  two  hundred  and 
fifty  thousand?  ' 

ilE.  TIMPSON:  No,  sir,  the  investment  in  the  bonds  was 
not  four  million  two  hundred  and  fifty  thousand.  I  think  we 
had  an  interest  in  the  syndicate — — 

ME.  HUGHES:     Was  there  a  syndicate? 

ME.  TIMPSON:  There  was  a  syndicate  in  the  investment 
of  bonds,  for  five  million  dollars,  that  was  contingent  on  cer- 
tain property  coming  in,  which  did  not  come  in.  The  Eobinson 
property,  I  think. 

ME.  HUGHES:  I  think  I  will  ask  Mr.  Timpson  to  take  the 
stand  and  testify. 

ME.  TIMPSON:  If  you  want  me  to  testify  as  to  this,  I  will 
send  for  the  papers. 

ME.  HUGHES:     How  long  will  it  take  you? 

ME.  TIMPSON:     A  few  minutes. 
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MR.  HUGHES:  Then  we  will  come  back  to  that  in  a  little 
while.  That  will  include  the  New  York  Stock  Company,  I 
suppose  ? 

ME.  TIMPSON:     Yes,  I  can  get  that  for  you. 

Q.  Leaving  them  for  the  moment,  the  Brooklyn  Wharf  and 
Warehouse  Company,  are  there  any  other  securities  in  which 
the  Mutual  Life  has  become  interested  through  its  connection 
with  the  United  States  Mortgage  &  Trust  Company?  A.  How 
is  that,  Mr.  Timpson? 

ME.   TIMPSOJST:     What  was  the  question?     Q.  (Eead). 

ME.  TIMPSON:  Yes,  the  Washington  Eailway  &  Electric 
securities. 

ME.  HUGHES:  How  long  ago  was  this  that  the  Mutual  Life 
became  interested  in  the  Washington  Traction  &  Electric  Com- 
pany? 

ME.  TIMPSOIST:     Several  years  ago. 

ME.  HUGHES:  About  1901? 

ME.  ITMPSON:     I  think  that  is  about  right, 

Q.  Are  you,  yourself,  Mr.  McCurdy,  conversant  with  that  mat- 
ter ?     A.  No,  I  never  had  any  interest  in  it. 

Q.  When  you  say  you  never  had  any  interest  in  it,  you  mean 
you  personally  had  no  interest  in  it?  A.  Yes.  Oh,  I  do  not 
mean  oiScially,  that  T  did  not  have  an  interest  in  it. 

Q.  Was  that  a  matter  that  the  Mutual  Life  took  up,  apart  from 
its  connection  with  the  United  States  Mortgage  &  Trust  Company 
■ — ^I  mean  to  say  regarding  it  as  an  investment  which  it  would 
have  made  had  it  had  no  interest  in  the  United  States  Mortgage 
&  Trust  Company?  A.  Undoubtedly,  that  would  be  the  case  and 
is  the  case  with  every  investment. 

Q.  Are  you  familiar  enough  -with  the  situation  to  describe  the 
nature  of  that  investment  in  a  general  way?  A.  No,  exceptinsj 
that  it  vras  a  plan  to  consolidate  certain  reliable  electric  roads  in 
the  City  of  Washington,  to  rebuild  them  in  parts  where  necessary, 
and  bring  the  whole  thing  into  one  harmonious  system  and  im- 
prove the  roads  and  develop  them — the  usual  thing  of  that  land, 
but  the  particulars  I  really  don't  recall. 
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MR.  HUGHES:  Have  you  tlie  figures  about  that  here? 
ME.  TIMPSOE :  I  have  sent  for  those  also. 

Q.  While  we  are  waiting  for  those,  we  will  go  to  another 
branch  of  the  inquiry.  You  mentioued  this  afternoon  the  Morris- 
town  Trust  Company?     A.  Yes. 

Q.  Do  you  recall  when  that  trust  company  was  organized  2 
A.  Give  me  that  little  package  there,  Mr.  Beck.  If  you  will  opep 
it  I  think  I  have  some  manoranda  about  it  there.  You  had  better 
hand  me  the  package,  I  think  I  shall  be  able  to  recognize  them- 

(Papers  handed  witness.) 

I  have  some  memoranda  here  that  were  handed  to  me  yesterday 
on  the  train  by  the  president  of  the  company,  and  is  the  way  most 
of  my  memoranda  come  to  me  at  the  present  time,  without  oppor- 
tunity on  my  part  to  study  them  up  very  much.  What  question 
would  you  like  to  ask  me? 

Q.  When  was  that  company  organized  approximately?  A, 
December  31st,  1892. 

Q.  And  what  was  the  original  capital  of  it.  A.  One  hundred 
thousand  dollars. 

Q.  When  did  the  Mutual  Life  become  interested  in  it  as  a  stock- 
holder? A.  Apparently- — because  it  shows  an  increase  of  the 
capital— in  1892  the  company  was  organized  with  a  capital  of  one 
hundred  thousand  dollars,  and  fifty  thousand  dollars  or  fifty 
thousand  and  forty-five  dollars  surplus  paid  in  at  the  start.  In 
the  end  of  1897,  with  a  capital  of  one  hundred  thousand  dollars, 
it  had  accumulated  $109,626  surph^s,  the  deposits  amounted  to 
$1,200,571,  and  the  number  of  depositors  was  1,188.  Apparently, 
during  the  year  1898,  or  seven  years  after  the  formation  of  the 
company,  its  capital  was  increased  to  two  himdred  thousand  dol- 
lars and  its  surplus  to  $306,455,  and  its  deposits  had  increased 
to  $1,660,681,  and  its  depositors  had  reached  the  number  of  1,828. 
That  I  judge  was  the  time  that  the  Mutual  Life  Insurance  Com- 
pany invested  in  the  increased  capital.  Of  course,  under  the 
laws  of  "New  Jersey  —  I  presume  they  are  the  same  as  they  are 
in  this  State  —  an  increased  capital  would  have  to  be  awarded  pro 
rata  to  the  existing  stockholders,  were  it  not  for  some  agreement 
among  themselves  to  the  contrary  effect.  And  when  the  Morris- 
town  Trust  Company  determined  to  increase  its  capital,  the  other 
stockholders  released  to  a  certain  extent  their  rights  to  subscribe 
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pro  rata  to  the  issue  of  stock,  in  order  to  permit  the  Mutual  Life 
Insurance  Company  to  make  that  investment. 

Q.  ISTow,  when  this  company  was  originally  started  with  the 
capital  of  one  hundred  thousand  dollars,  were  you  a  shareholder? 
A.  Yes. 

Q.  To  what  extent  ?  A.  I  cannot  tell.  One  hundred  thousand 
dollars  does  not  go  very  far,  you  know,  divided  up  into  subscrip- 
tions to  a  number  of  men,  all  of  whom  were  locally  interested  in 
an  enterprise  of  that  kind,  and  desirous  to  subscribe,  and  the 
applications  for  subscriptions  to  the  stock  were  so  numerous  from 
residents  of  the  neighborhood,  that  as  a  matter  of  recollection  I 
know  they  all  had  to  be  cut  down,  and  nobody  received  what  he 
desired  to  subscribe  for.  I  presume  that  was  the  case  —  I  know 
that  was  so  in  my  own  case.  I  know  I  should  have  been  glad  to 
obtain  more  than  I  did  get,  and  what  I  did  get,  I  should  say,  was 
not  over  fifty  shares. 

Q.  ISTot  over  fifty  shares  ?     A.  I  should  say  not. 

Q.  Then  I  suppose  members  of  your  family,  if  any,  who  went 
into  it,  only  had  a  small  interest,  so  that  your  interest  arid  those 
of  your  family  were  not  very  large  proportionate  to  the  capital 
of  the  company  ?     A.  That  is  the  case,  a  small  interest. 

Q.  Did  the  Mutual  Life  become  a  depositor  in  that  company 
before  it  took  an  interest  in  its  stock  ?  A.  I  think  not.  Wait  a 
moment,  I  think  I  can  answer  that  from  this  memorandum.  (Re- 
ferring to  paper.)     ISTo,  I  think  not. 

Q.  Then  it  is  a  fact,  Mr.  McOurdy,  that  you  and  those  related 
to  you,  either  in  family  or  in  a  business  way,  were  not  prior  to 
1898  in  control  of  the  Morristown  Trust  Company?  A.  No  — 
well,  I  was  on  the  Board  of  Directors. 

Q.  I  mean  owning  a  majority  of  the  stock?  A.  Oh,  no,  no, 
only  a  small  amount. 

Q.  "Was  there  a  subsequent  increase  of  capital  stock  after  the 
increase  to  two  hundred  thousand  dollars  ?  A.  Apparently,  there 
was  an  increase  of  another  hundred  thousand  dollars  in  18.99. 

Q.  Is  that  the  last  ?  A.  Wo,  at  which  time  I  see  that  the  sur- 
plus and  profits  had  arisen  to  $537,918,  and  the  deposits  to  $2,279,- 
258,  and  the  depositors  to  2,305.  The  next  year,  1900,  the 
capital  was  three  hundred  thousand  dollars,  its  surplus  $603,101, 
these  deposits  had  increased  to  $3,286,088,  and  the  depositors  tcr 
2,780,     The  next  year,  apparently  ou  the  gd  of  Januar^^  tte 
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capital  was  increased  —  was  doubled  —  increased  to  six  Imndred 
thousand  dollars. 

Q.  Prior  to  that  increase,  what  was  the  interest  of  the  Mutual 
Life  Insurance  Company  in  that  company  ?  A.  I  don't  recollect. 
Have  you  it  here,  Mr.  Timpson  ? 

ME.  TIMPSON:  ISTo,  but  I  expect  to  have  it  here  in  a. 
moment. 

THE  WITNESS:     I  will  have  it  for  you,  Mr.  Hughes. 

Q.  The  present  capital  stock  is  six  hundred  thousand  dollars? 
A.  Yes. 

Q.  Of  which  the  Mutual  Life  owns  in  par  value  $175,000? 
A.  If  that  is  the  record,  yes. 

Q.  How  largely  are  you  and  other  members  of  your  family,  or 
those  who  are  officers  of  the  Mutual  Life,  now  interested  in  that 
company?     A.  I  have  five  hundred  and  twelve  shares. 

Q.  Are  there  any  other  officers  of  the  Mutual  Life  who  are 
interested  in  it?  A.  Following  the  same  rule  which  I  have  en- 
deavored to  exemplify  before,  several  of  the  members  of  the  Ei- 
nance  Committee  are  of  the  Executive  Committee  of  that  Com- 
pany, for  the  protection  and  safeguarding  of  the  investment  of 
the  Mutual  life. 

Q.  "Well,  are  they  considerable  stockholders?  A.  I  cannot 
tell  you. 

Q.  You  don't  know  as  to  that?    A.  No. 

Q.  Is  Mr.  Thebaud  a  stockholder?  A.  I  don't  know  of  my 
own  knowledge.     I  presume  he  is. 

Q.  You  don't  know  to  what  extent?     A.  No.     I  hope  he  is. 

Q.  I  see  by  the  statenient  you  have  furnished  of  the  holdings 
of  your  company,  that  the  book  value  — ■  in  the  first  place,  that 
the  dividends  are  eighteen  per  cent.?    A.  Yes. 

Q.  How  long  have  the  dividends  been  eighteen  per  cent.  ?  A. 
I  think  they  practically  increased  at  the  rate  of  two  per  cent,  per 
annum  for  a  number  of  years  past,  beginning  with  six  per  cent., 
and  the  first  few  years  I  think  they  paid  no  dividends. 

Q.  Then  they  paid  six  per  cent,  about  1899,  and  there  has 
been  an  annual  increase  of  about  two  per  cent,  since  then,  bring- 
ing it  up  to  eighteen  per  cent.?  A.  Yes,  with  every  prospect  of 
its  being  increased  to  twenty  per  cent,  on  the  31st  of  December. 

Q.  I  see  in  your  statement  the  stock  is  put  down  at  a  book 
value  of  three  hundred  on  the  books  of  the  company.  That  is  a 
book  value  of  three  hundred  dollars  fer  the  whole  1.750  shar'^g  ? 
A.  Is  that  right,  Mr,  Timpson  S 
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MR  TIMPSON:  Yes. 

MR.  HUGHES :  You  have  not  here  the  data  of  the  purchases? 

MR  TIMPSON:  No. 

Q.  It  is  also  stated  in  the  company's  statement  that  the  mar- 
ket value  as  of  June  30th,  is  $725  ?     A.  Yes. 

Q.  That  you  believe  to  be  the  present  value?  A.  No,  it  is  less 
than  the  present  value. 

Q.  The  present  value  is  more  than  that  ?  A.  The  present 
value  is  more  than  that.  I  bought  some  myself,  oh,  within  six 
months  at  considerably  more  than  that.  If  you  will  allow  me  to 
state,  showing  the  —  I  think  it  is  only  fair,  with  regard  to  that 
investment,  that  it  has  over  four  thousand  six  hundred  depositors, 
and  it  has  $7,900,000,  and  theMutual  Life  Insurance  Company  — 
what  is  its  deposits  now? 

MR.  TIMPSON :  Two  hundred  thousand  dollars,  I  think. 

THE  WITNESS :  Two  hundred  thousand  dollars.  The  Mu- 
tual Life  Insurance  Company's  deposits  is  two  hundred  thousand 
dollars,  and  at  a  time  within  the  past  year,  when  the  highest  point 
it  ever  reached  was  two  hundred  and  fifty  thousand  dollars,  the 
Mutual  Life  Insurance  Company  was  number  twenty  on  the  list 
of  large  depositors.  In  other  words,  there  were  nineteen  de- 
positors in  the  company  that  had  practically  permanent  deposits 
larger  than  that  of  the  Mutual  Life  Insurance  Company. 

Q.  What  rate  does  the  Morristown  Trust  Company  pay  the 
ilutual  Life  for  its  deposits?  A.  Well,  subject  to  correction  if 
I  am  not  accurate,  it  paid  the  same  rate  that  our  other  deposi- 
taries paid,  from  two  to  two  and  one-half  per  cent. 

Q.  Has  it  paid  more  than  two  per  cent.?  A.  I  think  that  re- 
cently, since  the  present  demand  for  money  has  increased,  it  has 
raised  its  rate  to  three  per  cent.     Is  that  right,  Mr.  Timpson? 

MR  TIMPSON:  That  is  right. 

Q.  How  recently?     A.  Within  a  few  weeks. 
Q.  Do  you  mean  since  the  1st  of  September?    A.  Well,  what 
is  the  date? 

MR  TIMPSON:    Yes,  the  1st  of  October. 

THE  WITNESS :  Since  the  presen|  demand  for  money,  it  ha^ 
only  been  a  few  weeks. 
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MR.  TIMPSOIST:  The  money  rates  changed  after  the  1st  of 
Septeniter. 

Q.  The  present  rate,  then,  is  three  per  cent.?  A.  So  I  am 
informed. 

ME.  TIMPSON":    That  is  right. 

ME.  HUGHES:    What  was  the  rate  previously? 

J\IE.  TIMPSOE":  For  sometime  two  per  cent.,  and  I  think 
there  were  at  times  two  and  one-half  per  cent,  and  three  per  cent. 

ME.  HUGHES:  Has  it  not  been  for  a  long  time  two  per 
cent.  ? 

!ME.  TIMPSON":  When  money  was  easier  it  was  two  per 
cent. 

ME.  HUGHES:  Without  fluctuation  it  has  been  two  per 
cent,  for  three  or  four  years  prior  to  1905? 

ME.  TIMPSON":  I  think,  as  Mr.  McCurdy  has  testified, 
our  general  depositaries  have  paid  that  and  I  think  its  rate  has 
been  that  for  several  years. 

Q.  You  are  a  director  of  the  Morristown  Trust  Company? 
A.  Yes. 

Q.  Do  you  know  what  the  Morristown  Trust  Company  has 
paid  its  other  depositors  for  money?     A.  Three  per  cent. 

Q.  Three  per  cent.?     A.  Yes. 

Q.  How  long  has  the  Morristown  Trust  Company  paid 
other  depositors  three  per  cent.?     A.  A  good  many  years. 

Q.  Continuously?  A.  I  think  the  limit  is  $100.  If  you  will 
allow  me  to  explain  that 

Q.  Certainly,  explain  fully.  A.  Eor  those  other  deposits, 
like  most  banking  institutions,  it  has  to  drum,  it  has  to  resort 
to  advertising  methods,  constantly  keeping  it  before  the  local 
public  and  the  surrounding  communities,  and  the  deposits  on 
which  it  pays  interest  run  from  $100  up,  and  those  are  the  cur- 
rent small  depositors  that  it  endeavors  to  solicit  m  order  to  dis- 
tribute its  business  and  to  gain  permanent  accounts  through 
an  essentially  farming  and  country  neighborhood,  and  it  ad- 
vertises that,  that  it  pays  three  per  cent,  on  deposits  in  order 
to  capture  deposits  which  otherwise  would  not  come  to  it, 
I  suppose  —  no,  I  don't. 
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Q.  Then  it  advertises  that  it  pays,  and  does  pay,  three  per 
cent,  interest  on  the  ordinary  deposits  made  with  it,  that  is 
on  the  average  balances?  A.  Ordinary  small  deposits,  but  I 
know,  3(8  a  matter  of  fact,  that  when  any  large  sum  of  money 
is  deposited  with  the  company  it  is  a  question  generally  of 
bargain  as  to  what  interest  they  will  allow,  because  manifestly 
a  company  of  that  size,  although  very  creditable  indeed  and 
very  successful  and  very  safe  and  very  well  managed,  can't 
take  deposits  of  a  large  amount,  such  as  one  hundred  and 
fifty,  two  hundred,  three  hundred  or  five  hundred  thousand 
dollars  there  if  subject  to  call  at  any  time  and  agreei  to  pay  them 
as  much  as  they  can  to  a  man  who  deposits  a  thousand  dollars 
and  wants  to  draw  fifty  dollars  at  a  time.  It  is  a  very  different 
thing. 

Q.  You  haven't  any  doubt,  Mr.  McOurdy,  but  what  the  Morris- 
town  Trust  Company  can  afford  to  pay  the  Mutual  Life  three 
per  cent?  A.  I  think  that  the  amount  that  the  Morristown  Trust 
Company  can  afford  to  pay  is  governed  largely  by  the  views  of 
its  president,'  and  I  think  it  is  highly  probable  that  the  Morris- 
town  Trust  Company,  being  a  country  institution,  would  feel  that 
it  could  not  afford  to  pay  within  one  per  cent,  to  a  large  depositor 
who  is  liable  to  draw  on  it  at  any  moment,  as  much  as  it  could 
afford  to  pay  on  small  deposits  to  be  drawn  out  in  small  amounts. 

Q.  With  regard  to  the  liability  to  draw  on  it  at  any  moment, 
what  is  the  lowest  amount  which  you  have  had  on  deposit  ?  When 
I  say  you,  I  mean  the  Mutual  Life,  in  the  Morristown  Trust 
Company  since  the  1st  of  January,  1900  ?  A.  Oh,  I  don't  think 
I  can  say. 

Q.  Has  it  ever  been  lower  than  $200,000  ? 

THE  WITNESS :  Timpson,  when  did  you  make  our  first 
deposit  ? 

ME..  TIMPSON :  I  haven't  any  idea.     It  is  some  years  ago. 

Q.  Well,  I  have  here  the  sheets  of  the  bank  balances  that  ha\e 
been  furnished  by  your  company?     A.  Very  good. 

Q.  And  looking  at  them  hastily  it  struck  me  that  $200,000  was 
the  lowest.  If  I  am  in  error,  please  correct  me.*  A.  For  a 
number  of  years  it  was  $Y0,O00.  I  am  not — here  I  have  a  memo- 
randum from  the  president  of  the  company,  average  balance  car- 
ried for  the  last  twelve  and  a  half  yeai-s  $154,800. 

Q.  That  is  the  last  twelve  years.  Xow  I  am  speaking  of  the 
period  beginning  January  1,   1900,     I  am  not  asking  for  the 
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iU'cvag-e  balance,  whether  it  has  been  daily  $200,000  during  that 
period  ?     A.  No,  it  hasn't. 

MR  TIMSON:  I  think  not,  Mr.  Hughes. 

Q.  That  is  not  an  active  account,  is  it  ?  A.  Well,  I  don't  know 
Avhat  drafts  have  been  drawn  on  it  and  repaid.  The  average 
balance  is,  as  I  say. 

ME.  HUGHES :  Well,  Mr.  Timpson,  perhaps  you  can  tell  us 
— is  that  an  active  account? 

ME.  TlilPSON:  Well,  no,  sir;  I  shouldn't  describe  it  as  an 
active  account. 

ME.  HUGHES :  No.  How  many  checks  were  drawn  on  it  in 
the  year  1904? 

ME.  TIMPSON:  I  haven't  any  idea. 

ME.  HUGHES:  Very  few? 

ME.  TIMPSON:  I  should  imagine  a  very  few,  yes,  sir. 

Q.  Now,  as  a  matter  of  fact,  Mr.  McCurdy,  with  the  Mutual 
Life  owning  1,750  shares  and  you  owning  512  shares  out  of  a 
total  of  6,000,  and  having  maintained  since  the  1st  of  January, 
1900,  a  balance  with  the  Morristown  Trust  Company  that 
never  went  below  $200,000  there  really  was  not  much 
to  fear  on  the  part  of  that  company  that  this  would  be  with- 
drawn to  lead  it  to  refuse  a  higher  rate  of  interest?  A.  You 
are  getting  into  abstract  questions  which  may  or  may  not  have 
been  the  case.  You  speak  of  me  having  512  shares  of  the  stock. 
I  wish  I  had  had  thenj.  in  the  beginning.  I  bought  these  in  the 
market  wherever  I  could  iind  them. 

Q.  Well,  that  was  not  the  point,  you  know,  Mr.  McCurdy? 
A.  Five  and  ten  shares  at  a  time. 

Q.  I  was  not  criticising  your  ownership,  but  upon  the  basis  of 
your  large  interest  and  of  the  company's  large  interest  I  was 
directing  your  attention  to  the  question  of  how  much  there  was 
in  the  fear  on  the  part  of  the  Morristown  Trust  Company  that  this 
deposit  would  be  suddenly  withdrawn  which  would  influence  it  in 
refusing  to  pay  more  than  two  per  cent,  interest?  A.  I  can't 
answer  for  the  operation  of  the  mind  of  the  president  and  his 
board. 
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Q.  ISTow,  apart  from  that  what  is  the  aggregate  of  the  deposits 
upon  which  the  Morristown  Trust  Company  paid  3  per  cent,  in- 
terest ?    A.  I  couldn't  tell  you,  sir. 

Q.  Well,  don't  they  aggregate  many  millions  of  -ioUars  ?  A. 
I  can't  tell  you. 

Q.  Well,  don't  they  aggregate  a  sum A.  As  I  told  you 

here — ^well,  as  I  say,  the  only  memorandum  I  picked  up  was  yes- 
terday morning  coming  in  on  the  train,  that  some  odds  and  ends  of 
figures  were  given  me,  but  I  should  probably  say  that  the  Mutual 
Life  standing  twentieth  of  the  list  of  large  depositors,  that  all  the 
rest  of  those  large  depositors  did  not  receive  more  than  tlit 
amount  paid  to  the  Mutual  Life. 

Q.  Well  do  you  know  about  that  yout-self,  or  is  that  a  mere 
inference  ?  A.  You  were  asking  for  a  great  many  inferences,  and 
I  took  the  liberty  of  inferring. 

Q.  I  merely  wanted  to  identify  it,  that  is  all.  A.  That  is  all, 
it  is  an  inference;  it  is  an  inference  that  that  would  be  a  matter 
of  bargain  in  each  case. 

Q.  Now,  what  I  was  asking  you  was,  not  what  was  paid  their 
large  depositors,  which,  as  you  say,  would  be  a  matter  of  bargain- 
ing, but  the  amount  of  deposits  on  the  aggregate  on  which  the 
Morristown  Trust  Company  was  paying  three  per  cent.  Have 
you  any  idea  as  to  that?  A.  I  couldn't  give  you  any  idea  as  to 
the  proportion. 

Q.  As  to  whether  it  would  reach  a  million  dollars  ?  A.  I  can't 
give  you  any  idea  as  to  the  proportion. 

Q.  Well,  has  there  been  any  effort  made  on  the  part  of  the 
Mutual  Life  to  drive  a  bargain  with  the  Morristown  Trust  Com- 
pany to  secure  a  larger  rate  of  interest  ?  A.  I  presume  that  the 
rate  of  interest  paid  at  all  times  has  been  a  matter  of  agreement. 
You  call  it  a  bargain.  There  was  quite  a  long  time  last  year  when- 
money  wasn't  worth  over  one  per  cent.,  and  when  the  Morristown 
Trust  Company  kept  right  along  and  paid  two  per  cent.,  and  when, 
theoretically,  at  all  events,  it  lost  one  per  cent,  on  every  dollar 
the  company  had  with  it. 

THE  WITNESS  (to  Mr.  Timpson) :  How  long  did  that 
period  continue  last  year  when  money  went  down  so  low  ? 

ME.  TIMPSON :  I  can't  remember.     For  some  time. 

THE  WITNESS:  Several  months,  wasn't  it? 

ME.  TIMPSON:  I  think  so. 
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Q.  Well,  Avliether  it  was  several  months  or  not  might  be  debat- 
able, but  for  whatever  time  it  did  continue,  it  would  only  be  fair 
to  compare  that  with  a  much  longer  time  when  the  rates  of  money 
were  more  than  two  per  cent,  wouldn't  it?  A.  Just  as  you  may 
think  about  it. 

Q.  And  so  if  you  have  two  parties  dealing  with  each  other  at 
arm's  length,  as  the  expression  is,  and  anxious  to  get  a  fair  return 
for  the  money,  probably  if  this  deposit  was  of  special  value  to  the 
Morristown  Trust  Company,  it  could  have  been  led  to  pay  more 
tlian  two  per  cent,  could  it  not?  A.  I  think  you  overlook  the  fact 
that  the  company,  as  a  holder  of  stock  of  the  company  to  the 
extent  of  some  1,T00  shares,  which  has  increased  from  small  rates 
to  what  you  have  read  just  now  as  the  market  value  of  the  stock, 
had  participated  very  greatly,  both  in  the  annual  increase  of  divi- 
dends from  six  per  cent  to  eighteen,  and  also  in  the  value  of 
its  investments.     Those  things  are  perfectly  legitimate  to  consider. 

Q.  Yes,  I  agree  with  you.  A.  Wow,  here  I  find  that,  on  De- 
cember 12,  1898,  the  company  bought  —  I  presume  that  was  on 
the  increase  of  capital  which  I  have  testified  to  —  made  an  invest- 
ment, at  all  events,  of  $250,000.     . 

Q.  By  the  way,  have  you  the  dates  of  the  purchases  and  the 
amount?     A.  I  have. 

Q.  If  you  will  read  them  on  the  record  I  will  be  glad  to  have 
them.  A.  December  12,  1898,  the  Mutual  Life  Insurance  Com- 
pany bought  a  thousand  shares  at  250,  which  cost  it  $250,000; 
December  31,  1901,  it  sold  12,500  shares  at  700,  for  which  it  had 
paid  250,  and  on  which  125  shares  it  made  a  profit  of  $31,250, 
leaving  its  investment  8,750  shares  at  250,  which  would  amount 
to— — . 

Q.  You  mean  875,  not  8,750  ?     A.  87,500. 

Q.  875?.  A.  87,500  at  250  cost  price  would  amount  to  $218,750 
and  in  January  2  it  brought — 'that  was  it;  it  was  entitled  on 
the  next  increase  of  the  capital  stock  to  a  pro  rata  of  the  in- 
creased holding,  then  875  shares  at  250,  on  January  2,  1902,  it 
was  awarded  the  opportunity  of  pro  rating  its  subscription, 
which  it  availed  itself  of,  and  it  bought  that  stock  at  300,  costing 
$306,250.  It  then  held  750  shares  which  cost  it  $525,000  less 
the  profit  on  the  shares  I  have  recited  sold  at  $56,250,  making 
1,750  shares  stand  in  on  its  books  at  267.8,  in  value  $468,750. 
It,  as  I  have  said,  pays  18  per  cent  per  annum  or  equivalent  to 
Of  per  cent  upon  the  investment  of  the  company  from  the  time 
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whidi  —  I  believe ;  I  am  not  sure  about  that.  The  market  value 
July  30th  or  June  30th  was  put  down  —  what  were  they  carried 
at? 

Q.  525,  it  says  there.  A.  At  525,  making  $918,750,  or  a  profit 
on  the  net  investment  to  the  company  of  $450,000,  with  an  aver- 
age return  of  6f  per  cent,  at  which  it  stands  on  the  company's 
books. 

Q.  So  that  your  opinion  is  that  the  matter  of  deposit  should . 
not  be  looked  at  from  the  standpoint  of  what  the  company  could 
get  if  it  was  making  a  bargain  for  the  use  of  its  m.oney,  but 
should  be  looked  at  with  this  in  view,  that  the  company  would  have 
the  right  to  favor  somewhat  a  company  in  which  it  had  such  a 
large  interest,  and  from  which  it  was  making  such  large  returns  ? 
A.  I  think  the  fact  thftt  it  had  made  so  large  and  so  profitable'an  in- 
vestment in  the  stock  of  the  company  and  was  participating  in  it 
all  the  time,  ought  to  be  taken  into  consideration  in  any  bargain 
that  was  made  with  that  company  as  to  the  care  and  custody  of 
considerable  amounts  of  its  own  funds. 

Q.  And  it  was  taken  into  consideration?  A.  I  have  no  doubt 
of  it. 

Q.  And  the  rate  was  lower  than  it  otherwise  would  have  been  ? 
A.  Why,  you  are  putting  the  question  in  your  own  way.  Why, 
I  am  willing  to  admit  that  is  your  assumption. 

Q.  Yes.     That  is  not  very  much  of  an  admission. 

BY  MR  COX: 

Q.  Did  you  yourself  carry  a  deposit  there  personally,  Mr. 
McCurdy?     A.  What? 

Q.  I  say  did  you  yourself  carry  a  deposit  with  this  trust  com- 
pany personally?     A.  Yes. 

Q.  Were  you  paid  interest  on  that  deposit?  A.  I  presume  I 
was. 

Q.  Do  you  know  what  rate  of  interest  you  received.  A.  I 
don't  know,  but  I  presume  I  got  three  per  cent,  as  all  miscellane- 
ous depositors  of  very  moderate  amounts — I  wish  my  deposit  had 
been  a  great  deal  larger,  but  it  hasn't  been  very  large,  and  I  have 
no  doubt  but  what  I  received  what  was  paid  to  other  miscellane- 
ous depositors. 

BY  ME.  HUGHES: 

Q.  Well,  the  fact  is,  Mr.  McCurdy,  that  when  the  Morristown 
Trust  Company  couldn't  get  the  deposits  without  paying  three  per 
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cent.,  tkey  were  willing  to  pay  three  per  cent.?  A.  That  I  don't 
know.  If  you  can  get  Mr.  Ereeman,  although  he  is  not  a  resi 
dent,  I  fancy — ^he  lives  in  Jersey — if  you  would  get  him  here  he 
would  answer  your  question. 

Q.  I  find  at  times,  Or  at  least  one  time,  the  amount  deposited 
with  the  Morristown  Trust  Company  has  increased  for  a  brief 
period,  for  example,  in  January,  1902,  the  amount  deposited  with 
the  Morristown  Trust  Company  was  $400,000,  according  to  the 
stattement  here,  it  being  $200,000  at  times  immediately  preceeding 
and  immediately  succeeding.  Do  you  know  the  explanation  of 
that?  A.  I  don't  look  after  the  bank  deposits.  That  is  in  the 
treasurer's  department. 

Q.  Well,  do  you  know  of  any  occasions  upon  which  moneys 
have  been  plaiced  with  the  Morristown  Trust  Company  for  any 
special  purpose?     A.  No. 

Q.  Have  loans  been  made  to  the  Morristown  Trust  Company? 
A.  E"o. 

The  WITISTESS:  Have  they,  Mr.  Timpsoni 

MR.  TIMPSOE":  ISTot  to  my  knowledge. 

Q.  That  has  never  been  done? 

MR  TIMPSON:  No. 

MR.  HUGHES:  Moneys  have  never  been  put  with  the  Mor- 
ristown Trust  Company  to  enable  it  to  enter  into  any  financial 
operation  that  it  might  desire  to  outside  of  the  regular  current 
deposits  of  a  couple  of  hundred  thousand  dollars? 

MR.  TIMPSON:  Not  that  I  know  of. 

MR.  HUGHES:  Are  these  figures  here  now? 

MR.  TIMPSON:  Yes,  here  they  are. 

MR.  HUGHES:  Before  we  take  up  another  matter,  if  you 
will  withdraw,  Mr.  McCurdy,  I  will  go  over  the  figures. 

JAMES  TIMPSON,  recalled,  testifies  as  follows: 

BY  MR.  HUGHES: 

Q.  Now,  Mr.  Timpson,  with  regard  to  the  Br'ooklyn  Wharf  & 
Warehouse  Company,  have  you  got  the  figures?     A-.  Yes,  sir. 
Q.  What  was  the   capitalization  of   the    Brooklyn   Wharf    & 
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Warehouse  Company?  A.  Capitalized  at  seventeen  and  one-half 
millions  first  mortgage  bonds;  two  and  a  half  millions,  preferred 
A  stock;  five  millions,  preferred  B  stock;  five  millions,  common 
stock;  thirty  millions  in  all. 

Q.  What  was  the  interest  of  the  Mutual  Life  ?  A.  The  Mutual 
Life  bought  $3,500,000  bonds  at  96  and  interest.  Then  they  sold 
one  million  of  bonds  at  102^  and  interest,  showing  a  profit  of 
$65,000.  They  afterward  bought  $750,000  of  bonds  at  from  95 
to  97  and  interest,  leaving  a  net  investment  of  three  millions  two 
hundred  and  fifty  thousand  bonds  costing  96.10  and  interest. 

Q.  ISTow,  just  a  moment.  How  were  the  various  properties 
acquired  by  that  company  paid  for,  in  bonds?  A.  WeU,  they 
were  paid  for,  if  I  recollect  rightly,  Mr.  Hughes — I  am  testify- 
ing now  entirely  from  recollection  —  were  paid  for  partly  in 
securities,  and  partly  in  cash ;  it  was  a  bargain  made,  I  think,  by 
Mr.  Mclntyre,  who  organized  the  Brooklyn  Wharf  &  Warehouse 
Company. 

Q.  Mr.  Thomas  A.  Mclntyre  ?     A.  Mr.  Thomas  A.  Mclntyre. 

Q.  How  was  the  cash  raised  ?  A.  Well,  what  cash  was  neces- 
sary —  as  I  stated,  some  of  the  properties  were  paid  for  in  securi- 
ties   

Q.  Well,  in  securities  —  you  mean  in  bonds  ?  A.  I  mean  the 
property  owners  received  securities,  in  some  cases  bonds,  in  some 
cases  stock,  and  in  some  cases  some  common  stock,  in  some  cases 
preferred  stock.  I  know  in  one  case  in  particular  the  owners  of 
the  properties  insisted  on  having  common  stock. 

Q.  There  is  no  accounting  for  tastes  ?  A.  In  answering  your 
question  the  money  was  raised  in  the  formation  of  the  company 
by  selling  bonds  to  the  bankers,  and  a  few  moments  ago  I  stated 
that  the  United  States  Security  &  Trust  Company  organized  that. 
The  trust  companies  interested  in  that  organization  were  the 
United  States  Mortgage  &  Trust  Company,  the  Central'  Trust 
Company  and  the  Guaranty  Trust  Company,  the  three  issuing 
houses. 

Q.  What  amount  of  the  stock  of  the  company  was  set  aside 
for  promotion  purposes  ?     A.  I  don't  think  any,  sir. 

Q.  What  amount  of  stock  went  to  those  who  developed  the 
enterprise  apart  from  the  vendors  of  the  properties  ?  A,  I  don't- 
know,  sir.     Do  you  mean  the  bankers  and  trust  companies,  sir  ? 

Q.  Yes,  the  bankers  and  the  trust  companies  and  the  persons 
who  were  interested  in  getting  it  up.  They  were  not  v/orking  for 
tJieir  health,  were  they  ?     A.  I  don't  know  that.     The  banker?  -^ 
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I  only  know  about  the  banking  end  of  it,  and  so  far  as  I  know  the 
trust  companies  received  no  bonuses  in  stock  of  any  kind.  They 
paid  96  for  the  bonds,  and  my  recollection  is  that  they  also  sub- 
scribed at  par  and  interest  to  some  of  the  preferred  A  stock  coming 
after  the  bonds.  I  think  individuals  subscribed  to  some  of  the 
preferred  A  stock. 

Q.  Do  you  get  any  of  the  stock  ?  A.  I  bought  some  preferred 
A  stock,  and  paid  par  for  it,  I  think. 

Q.  Did  you  get  any  of  the  common  stock?  A.  'No,  sir,  ex- 
cept the  five  shares  that  I  paid  $100  a  share  for  to  quality  me  as 
a  director  of  the  company. 

Q.  Did  any  of  the  common  stock  go  through  your  hands  ?  A. 
No,  sir. 

Q.  I  mean  by  that  did  you  receive  any  for  any  other  person  ? 
A.  No,  sir;  there  Avere  no  bonuses  of  common  stock  given  at  that 
time. 

Q.  Then,  do  I  understand  that  all  the  common  stock  as  well 
as  the  preferred  stock  went  to  the  vendors  of  the  properties,  or 
were  paid  for  in  cash?  A.  That  I  don't  know.  Mr.  Mclntyre 
organized  the  company.  The  bankers  didn't  organize  the  com- 
pany. Mr.  Mclntyre  may  have  had  stock  left  over  that  wasn't 
necessary  in  the  formation  of  the  company.  That  is  a  thing  that 
I  couldn't  testify  to. 

Q.  Were  not  you,  and  Mr.  George  W.  Young,  connected  with 
Mr.  Mclntyre  in  that  organization  ?     A.  No,  sir. 

Q.  What  did  you  personally  have  to  do  with  it  ?  A.  I  was  a 
director  of  the  United  States  Mortgage  &  Trust  Company,  sir, 
and  I  was  a  director  of 

Q.  What  was  the  syndicate  to  which  you  referred  a  moment 
age?  A.  The  syndicate,  sir,  was  the  syndicate  formed  to  pur- 
chase the  bonds.  The  Mutual  Life,  if  you  -will  notice,  paid  96 
for  the  bonds,  as  I  have  testified. 

Q.  Yes.  A.  That  was  the  original  cost  to  the  United"  States 
Vlortgage  &  Trust  Company  and  showed  the  banks  and  the 
other  trust  companies  no  profits. 

Q.  You  mean  a  syndicate  to  purchase  how  many  bonds?  A. 
That  I  don't  recollect,  sir. 

Q.  And  do  you  mean  that  it  was  simply  a  turn-over  syndicate 
that  took  and  sold  at  the  same  price?  A.  I  mean  to  say  that  the 
Mutual  Life  participated  at  practically  the  net  actual  first  cost 
to  the  bankers.    The  bankers,  in  other  words,  made  no  profits  out 
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of  the  pui^chase  by  the  Mutual  ILife  of  three  and  a  half  millioiig 
of  boucls. 

Q.  Were  there  other  purchases  of  bonds?  A,  Yes,  sir,  a 
great  many. 

Q.  From  which  a  profit  was  made?    A.  I  think  so,  sir. 

Q.  Did  the  Mutual  Life  share  in  the  profits  derived  from  the 
other  purcLasPs  ?  A.  Yes,  they  did,  because  they  sold  a  millTon 
bo]ids  at  102^. 

Q.  I  mean  apart  from  what  they  got  on  their  own  sale.  A. 
xvTo,  sir. 

Q.  Did  they  get  anything  on  the  sales  made  to  others?  A. 
Xo,  sir,  they  were  not  interested  in  any  other  profits. 

Q.  Were  any  ofiicers  of  the  Mutual  Life  in  any  way  inter- 
ested in  that  matter?  A.  That  I  don't  know,  sir;  I  couldn't 
testify. 

Q.  Did  you  know  who  were  interested  at  the  time  ?  A.  I  may 
have  at  the  time,  yes,  sir. 

Q.  Have  you  got  any  memora^ndum  which  will  show  who 
were  interested  ?     A.  No,  sir ;  no,  sir ;  I  have  not,  sir. 

Q.  Don't  you  recall  any  of  the  persons  who  were  interested? 
I  don't  want  to  go  through  the  roll  of  names  of  men  who  were 
connected  with  the  copapany,  and  I  would  like  to  have  you 
state  who  the  persons  were  who  really  were  interested.  A.  I 
can't  testify  aecurately  as  to  that,  Mr.  Hughes.  I  have  no  doubt 
I  can  get  you  that  information. 

Q.  WeU^  I  would  like  to  have  you  get  that  information.  If 
you  have  any  memory  now,  I  would  be  glad  to  have  you  state 
it?  A.  No,  sir;  I  would  prefer  to  testify  accurately  on  the 
matter. 

Q.  When  can  you  get  it  for  me?  A.  I  can  get  it  probably 
from  the  Mortgage  Company,  sir. 

Q.  Will  you  have  it  here  at  2  o'clock?  A.  I  will  try  to  do 
so,  sir.' 

Q.  I  would  like  to  have  what  persons  interested  in  the  Mutual 
Life  Insurance  Company  as  ofiicers,  employees-,  or  trustees^^ 
acquired  arty  bonds  or  stock  in  that  company  in  any  way?  A.  Of 
the  Brooklyn  Wharf  &  Warehouse  Company? 

Q.  Yes.  A.  That  is  a  pretty  general  —  a  pretty  large  question 
to  answer. 

Q.  Well,  do  the  best  you  can  with  it.  A.  Will  you  repeat  that 
question,  Mr.  Hughes. 

Q.  I   say  I  would  like  to  get  what   ofiicers,   employees,    or 
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trustees  of  the  Mutual  life  Insurance  Company  acquired  any 
interest  in  any  bonds  or  stoclc  of  the  Brooklyn  Wharf  &  W^e- 
house  Company?  A.  Well,  that  is  a  question,  sir,  that  I  think 
someone  from  the  Mortgage  Company  —  I  can  perhaps  get  that 
information.    I  can't  answer  it. 

Q.  You  can  get  the  information.  There  is  no  reason  for  me 
s^ibpcenaing  all  the  ofEoers  to  try  and  find  the  right  man,  if 
you  can  get  It.  A.  You  mean  any  interest  ia  the  subscriber? 
at  the  issue  ? 

Q.  In  any  way.  ISTow,  let  us  go  a  step  furtlier.  After  this 
company  was  organized  you  became  one  of  the  directors?  Yoii 
represented  the  Mutual  Life  Insurance  Company?  A.  That  i? 
right,  sir. 

Q.  On  the  Board?     A..  That  is  right,  sir. 

Q.  Mr.  G-eorge  W.  Young  represented  the  United  States 
Ivlortgage  &  Trust  Compainy  on  the  Board?  A.  That  is  uight; 
sir. 

Q.  'Now,  how  did  that  Brooklyn  Wharf  and  Warehouse  Com- 
pany operate,  at  a  profit?     A.  That  I  can't  tell  you,  sir. 

Q.  Well,  did  it  operate  at  all  ,at  a  profit  ?     A.  I  think  so,  sir. 

Q.  When  was  it  reorganized?  A.  I  have  a  memorandum  that 
the  $3,250,000  that  the  company  owned  in  the  Brooklyn  Wharf 
and  Warehouse  Company  were  exchanged  for  Kew  York  stock 
securities,  on  October  11,  1901. 

Q.  Reorganized  October,  1901?  A.  I  take  it  that  was  the 
date,  sir. 

Q.  ISTow,  what  was  the  history  of  the  company  in  the  interval 
between  the  time  of  its  organization  about  18,95,  and  of  its  reor- 
ganization in  1901?  A.  I  don't  imderstand  the  nature  of  the 
question,  sir.     What  do  you  mean  by  the  history? 

Q.  History,  the  financial  history.  What  was,  in  a  general  way, 
the  result  of  the  operations  ?  Did  it  make  money  or  lose  money « 
Did  it  pay  dividends?  A.  It  made  money  for  awhile.  It  paid 
dividends  on  its  preferred  stock. 

Q.  What  dividends  did  it  pay?  A.  Five  per  cent,  on  its  pre- 
ferred A  stock. 

Q.  Did  it  pay  any  dividends  on  its  common  stock?  A.  I  think 
not. 

Q.  For  no  time  ?     A.  I  think  not. 

Qi  For  how  long  a  time  did  it  pay  five  per  cent,  on  its  pre- 
ferred A  stock?  A.  That  I  couldn't  testify  to,  without  refer- 
ring to  papers. 
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Q.  What  led  to  its  reorganization?  A.  The  fact  it  was  not 
earning  sufficient  money  to  pay  its  interests  and  operating  ex- 
penses, I  presume. 

Q.  When  did  that  happen?  A.  Sometime  previous  to  October, 
1901. 

Q.  How  long  previous?     A.  That  I  don't  know,  sir. 

Q.  When  did  it  default  on  its  interest  ?  A.  That  I  don't  know 
In  fact,  I  couldn't  testify. 

Q.  The  fact  was  a  time  did  come  when  it  could  not  pay  its 
interest  and  could  not  pay  its  operating  expenses,  and  it  was 
necessary  to  reorganize?     A.  I  think  that  is  the  fact,  sir. 

Q.  Had  to  raise  more  money  ?     A.  'No,  sir. 

Q.  Scale  the  securities?     A.  Yes,  sir. 

Q.  liow,  the  reorganized  company  was  the  New  York  Dock 
Company.     A.  That  is  right. 

Q.  What  was  its  capital  and  funded  debt?  A.  Well,  I  haven't 
that  here,  Mr.  Hughes.  I  will  testify  from  memory,  if  you  wish 
me  to. 

Q.  Yes,  give  it  subject  to  correction.  A.  The  New  York  Dock 
Coxnpany  had  an  issue  of  thirteen  million  four  per  cent,  bonds, 
ify  recollection  is  about  eleven  and  a  half  million  had  been 
issued. 

Q.  So,  in  lieu  of  the  seventeen  and  a  half  million  of  the  bond.'? 
of  the  former  company,  there  were  thirteen  millions  of  the  bonds 
of  the  new  company?     A.  That  is  it. 

Q.  The  funded  debt  being  reduced?  A.  Yes,  sir.  They  were 
not  all  issued.  There  were  eleven  and  a  half  million  of  those 
bonds  issued  of  the  thirteen  millions. 

Q.  So  that  in '  effect  the  charge  upon  these  properties  was  re- 
duced to  eleven  millions  ?     A.  That  is  right,  sir,  at  the  start. 

Q.  At  the  start,  and  that  was  a  necessary  reduction,  because 
of  the  fact  that  the  company  could  not  sustain  the  burden  that 
the  other  charge  put  upon  it.  A.  Well,  I  don't  want  to  admit 
that,  Mr.  Hughes.  When  a  property  is  being  reorganized  very 
often  the  securities  are  scaled  beyond  what  is. necessary,  and  that 
proved  to  be  in  this  case,  because  the  New  York  Dock  Company 
is  now  paying  a  dividend  on  its  preferred  stock  of  two  per  cent, 
and  earning  about  six  p6r  cent. 

Q.  It  may  have  been  scaled  too  much,  but  the  fact  that  a  scal- 
ing to  some  extent  was  necessary  was  apparent?  A.  That  is 
right,  sir. 
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Q.  What  is  the  capital  stock  of  the  TSTew  York  Dock  Com- 
pany? A.  Ten  millions  preferred  and  seven  millions  common 
stock,  subject  to  correction,  Mr.  Hughes. 

Q.  So  that  the  total  securities  in  the  bonds  and  stocks  of  the 
"New  York  Dock  Company  were  how  much?  A.  The  New  York 
Dock  Company,  thirty  millions  —  of  the  Brooklyn  Wharf  & 
Warehouse  Company  thirty  millions;  the  New  York  Dock  Com- 
pany twenty-eight  millions  —  not  counting  the  bonds  not  issued. 
Q.  A  scaling  of  two  millions  in  the  total.  A.  Yes,  sir. 
Q.  The  object,  then,  of  the  reorganization  was  to  reduce  the 
fixed  charges  while  giving  almost  the  same  amount  of  securities 
upon  which  money  could  be  paid  if  it  was  earned?  A.  Yes,  sir. 
Do  you  wish  me  to  state  the  amount  of  securities  the  old  bond- 
holders received? 

Q.  Yes.  State  what  was  done  on  the  reorganization.  A.  The 
Brooklyn  Wharf  &  Warehouse  Company,  all  bondholders,  re- 
ceived fifty-five  per  cent,  in  the  ISTew  York  Dock  Company  first 
mortgage  bonds,  and  fifty-five  per  cent,  in  the  New  York  Dock 
^  ompany's  preferred  stock. 

Q  So  that  taking  the  —  do  you  want  to  complete  it?  A.  I  will 
continue  that  if  you  wish.  Taking  Mutual  Life  three  and  a  half 
millions  of  bonds  they  received  in  exchange  1,787,500  in  the  new 
first  mortgage  bonds  and  1,787,500  in  the  new  preferred  stock. 
Q.  Yes.  Did  they  get  any  common  stock?  A.  They  did  not, 
no,  sir. 

Q.  What  was  done  with  the  common  stock?    A.  I  believe  that 

an  assessment 

Q.  On  the  reorganization? 

THE  WITNESS:  Have  you  the  reorganization  plan  of  that. 
Arthur? 

A.  Well,  the  common  stock  was  issued  in  the  reorganization, 
I  think  an  assessijaent  was  put  on  the  old  preferred  A  stock  and 
the  preferred  B  stock  and  common  stock  of  the  Brooklyn  Wharf 
&  Warehouse  Company. 

Q.  What  was  done  with  the  moneys  raised  by  that  assessment? 
A.  Tiirned  into  the  new  company,  sir. 

Q.  Toi  get  rid  of  floating  obligations  and  old  indebtedness  ?  A. 
I  don't  think  there  were  many  floating  obligations;  I  couldn't 
testify  to  that,  though. 

Q.  The  Mutual  Life  did  not  have  any  of  the  preferred  stock  ? 
A.  No,  sir. 
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Q.  Consequently  didn't  have  to  pay  any  assessment?  A.  No, 
sir. 

Q.  The  Mutual  Life  then  got  the  preferred  stock  and  the 
bonds  to  which  you  have  referred  ?    A.  That  is  right,  sir. 

Q.  Does  it  still  own  them?  A.  Yes,  sir,  owns  them  and  has 
purchased  additional  amounts  of  bonds. 

Q.  And  it  has  since  purchased  additional  amounts  ?  A.  That 
is  right,  sir. 

Q.  Now,  it  would  be  proper  for  you  to  state  what  has  been 
the  history  since  that,  whether  it  has  been  successful  since  tlie 
reorganization?  A.  The  company  last  year  —  I  have  not  the  re- 
port with  me  —  the  company  last  year  put  a  million  dollar  in  on 
the  property;  the  interest  charges  on  the  par  of  the  eleven  mil- 
lion dollars  of  bonds  were  about  $440,000;  the  net  earning  of  a 
million  dollars  is  taken  after  payment  to  the  city  of  taxes  on  an 
assessed  valuation  of  somewhere  in  the  neighborhood  of  twenty 
millions  of  dollars,  so  that  the  property  last  year  shov/ed  very 
nearly  six  per  cent.  on. the  stock;  showed  over  iive  per  cent,  on 
the  preferred  stock.  The  preferred  stock  is  paying  now  three  per 
cent.     The  last  dividend  was  at  the  rate  of  three  per  cent. 

Q.  What  did  the  common  stock  pay  ?  A.  Nothing ;  can't  pay 
anything  until  the  preferred  stock  receives  five  per  cent. 

Q,  This  million  dollars  do  you  mean  includes  the  $44i0,'000 
paid  of  interest  ?  A.  I .  mean  it  is  applicable  to  the  payment  of 
dividends. 

Q.  Not  after  paying  operating  expenses?  A.  Net  income, 
sir. 

Q.  That  leaves  $560,000  to  pay  dividends?     A.  Practically. 

Q.  And  they  have  paid  three  per  cent,  on  the  preferred  stock 
and  allowed  the  rest  to  be  held  ?  A.  No ;  the  dividend  of  three 
per  cent,  only  commenced  in  October,  sir.  The  last  dividend  was 
at  the  rate  of  two  per  cent. 

Q.  You  mean  this  last  October  ?  A.  Yes.  -The  dividend  was 
two  and  a  half  per  cent,  for  the  full  year. 

Q.  Then,  until  October,  1905,  there  had  been  no  dividends? 
A.  Yes,  they  paid,  I  think,  starting  at  1,  and  then  raised  it  to 
2j  and  then  2%  and  then  3. 

Q.  How  long  did  they  pay  one  per  cent,  on  the  preferred  stock  ? 
A.  That  I  can't  tell  you. 

Q.  The  3  per  cent.,  however,  began  in  October?     A.  Yes,  sir. 

Q.  And  there  has  been  no  dividend  on  the  common  stock  ?     A. 
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Never.  There  can  be  no  dividend  on  the  common  until  the  pre- 
ferred receives  the  full  five  per  cent. 

Q.  ITo-w,  are  there  any  other  facts  about  the  Brooklyn  Wharf 
&  Warehouse  Company  or  the  JSTew  York  Dock  Company  which 
should  be  stated  to  give  a  full  statement  of  the  matter,  or  do  you 
desire  to  give  any?  A.  Well,  perhaps  it  would  be  just  as  well 
to  state,  Mr.  Hughes,  that  before  the  investment  was  made,  the 
properties  of  the  Brooklyn  Wharf  &  Warehouse  Company  were 
very  thoroughly  appraised  by  competent  appraisers. 

Q.  Who  were  the  appraisers?  A.  Alexander  E.  Orr  was  one. 
Mr.  Orr  appraised  that  property  at  a  valuation  of  $27,320,000. 

Q.  Yes.  A.  And  stated  in  his  letter,  of  which  I  have  a  copy 
here,  that  under  consolidation  the  property  would  be  worth  more 
money  than  twenty-seven  million  dollars,  and  Mr.  Morton  Just, 
of  Brooklyn,  who  appraised  the  property  at  $26,750,000  and  Mr. 
Chauncey,  of  Brooklyn,  a  real  estate  broker  and  appraiser,  ap- 
praised the  property  at  thirty  millions,  Mr.  Just  and  Mr.  Orr  be- 
lieving the  value  would  be  increased  by  fifteen  to  twenty-five  per 
cent,  under  consolidation. 

Q.  All  of  which  points  the  importance  of  dealing  with  estab- 
lished enterprises,  instead  of  with  those  which  have  to  rely  on 
estimates.  Now,  will  you  take  up  the  Washington  Traction  & 
Electric r 

BY  MR.  COX: 

Q.  May  I  ask  whether  your  combined  holdings  of  preferred 
stocks  and  bonds  under  the  reorganization  were  increased?  A. 
Yes,  sir. 

Q.  That  is  the  par  value?  A.  I  have  testified  that  we  re- 
ceived 55  per  cent,  in  bonds,  and  55  per  cent,  in  stock.  So  they 
must  have  been  increased  ten  per  cent. 

Q.  What  percentage  did  the  original  bonds  pay?  A.  I  think 
they  were  4  per  cent,  bonds,  Mr.  Hughes.  I  have  not  that  here. 
Do  you  know? 

MK.  HUGHES:  I  think  they  were  five  per  cent,  bonds.  A. 
Five  per  cent,  bonds. 

Q.  The  question  in  my  mind  was  wether  the  interest  being 
paid  on  the  present  bond  issue,  together  with  the  dividends  being 
paid  on  preferred  stock,  were  equal  to  the  interest  on  the  original 
bonds  which  you  held?  A,.  Unquestionably  not  at  present,  the 
earnings  of  the  property — they  are  paying  3  per  cent,  to-day  on 
52 
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the  preferred  stock.  If  they  paid  the  amount  that  the  property 
was  earning  they  would  be  larger,  and  it  is  expected  that  they 
will  be  larger.  The  property  is  reorganized  on  the  basis  that  if 
they  earn  more  money  the  bond  holders  would  receive  moi'e 
under  the  reorganization  than  they  received  on  the  original  invest- 
ment, and  no  one  can  receive  more. 

BY  ME.  HUGHES: 

Q.  Are  the  dividends  cumulative?     A.  No,  sir. 

Q.  ISTow,  we  have  the  Washington  Traction  and  Electric  Com- 
pany, I  believe  that  is  the  correct  name  of  the  original  company  ? 
A.  That  is  right,  yes,  sir. 

Q.  When  was  that  organized?     A.  1889,  I  believe. 

Q.  1899?     A.  1899. 

Q.  What  was  the  purpose  of  its  organization?  A.  As  Mr. 
McCurdy  has  testified,  it  was  organized  to  take  over  various 
electric  light  properties  and  street  railroad  properties  in  the  City 
of  Washington. 

Q.  Was  it  a  combination  of  a  very  large  part  of  the  electric 
traction  and  electric  light  properties  in  Washington,  in  the 
District  of  Columbia?  A  My  recollection  is  that  it  took  in  the 
only  electric  light  company  and  practically  all  the  stl-eet  rail- 
roads except  the  Capital  Traction  Company. 

Q.  What  had  the  United  States  Mortgage  &  Trust- Company 
to  do  with  it?  A.  The  United  States  Mortgage  &  Trust  Com- 
pany, in  connection  with  Brown  Bros,  and  Kountze  Bros.,  were 
the  people  who  bought  the  property  from  the  original  pro- 
moters, I  suppose  you  call  them. 

Q.  Do  you  mean  bought  the  property,  or  bought  the  secur- 
ities?    A.  I  mean  bought  the  bonds. 

Q.  What  were  the  securities  that  were  issued?  A.  That 
I  have  not  here  Mr.  Hughes.  I  have  here  the  prospectus  that 
was  issued  at  the  time.  It  is  a  long  document.  The  total 
authorized  stock  will  be  $12,000,000  of  which  $10,000,000  will 
now  be  issued.  The  total  authorized  bond  issue  $20,0,00,^0100,  of 
4^-  per  cent.  50-year  gold  bonds,  of  which  $12,000,000  will  now 
be  issued.  The  following  table  shows  the  mileage,  and  Qapital 
stocks  of  the  various  roads. 

Q.  Then  there  was  a  bond  issue  of  $12,000,000  and  a  stock 
issue  of  $12,000,000,  and  were  constitutent  properties  largely 
paid  for  by  this  issue?  A.  Suppose  I  read  the  constituent 
properties. 
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Q.  Go  on.  A.  The  properties  were  the  Metropolitan  Eail- 
road  of  Washington,  mileage  24  mileSj  capital  stock  $1,000,000, 
total  number  of  shares  20,000,  of  which  the  Washington  Trac- 
tion Company  acquired  18,392  shares;  the  Columbia  Bailroad 
14  miles,  capital,  at^ck  $400,000,  total  number  of  shares  8,000 
of  which  the  Traction  Company  acquired  8,000;  the  Anacostia, 
32  miles,  capital  $2,000,000,  total  shares  40,000,  of  which  the 
Traction  Company  acquired  39,725;  the  Georgetown  Kail- 
road,  8.8.  miles,  $200,000  capital  stock,  4,000  shares,  of  which 
the  Traction  Company  acquired  3,678;  the  Brightwood  Rail- 
road, 11.03  miles,  capital  stock,  $108,500,  total  shares  2,170, 
of  which  the  Traction  Company  acquired  2,105  shares;  the 
Forest  Glen  Railroad,  3  miles,  $25,000  capital  stock,  1,000 
shares,  of  which  the  Traction  Company  acquired  978;  the  Great 
I'alls  Railroad,  11  miles,  capital  stock  86,500,  total  number  of 
shares  865,  of  which  the  Traction  Company  acquired  834;  the 
Eockville,  13  miles,  $50,000  capital  stock,  1,000  shares,  all  of 
which  was  acquired  by  the  Traction  Company;  the  United  States 
Electric  Company  had  a  capital  of  $1,086,000,  10,860  shares,  of 
which  the  Traction  Ogmpany  acquired  10,454  shares;  the  Potomac 
Electric  Company,  capital  of  $1,000,000,  10,000  shares,  all  of 
which  were  acquired  by  the  new  company. 

The  total  of  all  companies,  outstanding  capital  stock  $5,956,000, 
number  of  shares  97,895,  acquired  by  the  new  company  94,566 
shares. 

Q.  Now,  were  any  of  the  bonds  sold  of  the  company,  or  were 
they  all  taken  by  the  owners  of  the  constituent  properties  ?  A.  I 
believe  all  the  bonds  of  the  new  company  were  issued  by  the 
bankers  and  sold  to  the  public. 

Q.  How  nxuch  did  the  Mutual  Life  take  ?  A.  The  Mutual  Life 
had  an  interest  of  $2,000,000  of  bonds  in  the  original  purchase. 

Q.  Was  there  a  syndicate  floating  those  bonds  ?    A.  Yes. 

,Q.  Were  they  participants  in  the  syndicate  ?  A.  They  were  to 
the  extent  of  $2,000,000.  They  withdrew  their  bonds  under  the 
syndicate  agreement. 

Q.  At  what  price  ?    A.  93  and  interest. 

Q.  Did  they  get  any  profit  on  the  sale  to  other  parties?  A. 
No,  they  withdrew  their  bonds  and  eliminated  themselves  from 
the  syndicate. 

Q.  Did  they  acquire  any  interest  in  the  stock  ?  A.  They  did 
not,  no,  sir. 

Q.  Are  you  able  to  state  what  interest  in  the  bonds  or  stock 
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was  held  by  the  officers  of  any  of  them  of  the  Mutual  Life  ? 
A.  No,  sir,  I  can't  tell  that. 

Q.  You  can  get  that?  A.  I  can  ask  the  Mortgage  Company 
to  prepare  such  a  list,  yes,  sir. 

Q.  Both  as  to  the  officers  'and  employees  and  trustees  of  the 
Mutual  Life  ?    A.  Yes. 

Q.  Did  you  get  any  of  the  stock  of  that  company  ?  A.  I  think 
I  did.    I  think  I  bought  some  of  the  stock. 

Q.  Did  you  get  any  part  from  -what  you  bought  ?     A.  !N"o,  sir. 

Q.  How  much  did  you  buy  ?  A.  That  I  would  have  to  look  up. 
I  think  I  bought  500  shares  of  the  stock. 

Q.  Did  you  keep  it  ?    A.  No,  sir.     I  sold  it. 

Q.  To  whom  did  you  sell  it?  A.  I  think  I  sold  it  through 
brokers,  I  have  no  present  recollection. 

Q.  In  the  market  ?    A.  Yes,  sir. 

Q.  Did  you  get  any  stock  for  other  purposes  ?     A.  So. 

Q.  Did  you  get  any  stock  which  in  fact  you  delivered  to  other 
persons  or  transferred  to  other  persons  ?     A.  No. 

Q.  Do  you  know  of  anybody  who  did?    A.  No,  sir. 

Q.  What  did  the  United  States  Mortgage  &  Trust  Company 
get  in  the  way -of  compensation  for  the  flotation?  A.  They  got 
the  profit  on  the  bonds  between  the  price  which  they  paid  and  the 
price  at  which  the  syndicate  was  organizing. 

Q.  Did  they  get  any  compensation  in  stock  ?  A.  I  think  not. 
But  I  would  rather  not  testify  definitely  as  to  that. 

Q.  Was  there  any  bonus  stock  distributed?  A.  Not  in  the 
syndicate,  no,  sir. 

Q.  Where  was  it  distributed  ?  A.  That  I  don't  know.  I  can- 
not testify.    I  have  no  present  recollection. 

Q.  You  can  get  the  facts  of  that  ?    A.  I  will  try  to  find  out. 

Q.  Then  the  Mutual  Life  started  with  $2,0.00,000  of  bonds  ? 
A.  That  is  right. 

Q.  And  how  long  did  it  receive  interest  upon  those  $2,000,000 
of  bonds  ?    A.  That  I  cannot  testify,  I  have  not  the  data  here. 

Q.  Was  there  later  a  reorganization  ?    A.  There  was. 

Q.  Within  what  period  of  time  after  the  company  was  origi- 
nally organized  ?    A.  I  cannot  tell  you  that  offhand,  Mr.  Hughes. 

Q.  Within  two  years  ?    A.  Yes,  sir,  I  think  so. 

Q.  What  led  to  the  organization  of  the  company  to  earn  its 
interest  and  what  was  done  in  the  way  of  reorganization  ?  A.  The 
property  was  reorganized  by  an  issue  of  new  4  per  cent,  bonds, 
preferred  stock  and  common  stock. 
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Q.  "What  was  tlie  amount  of  the  hond  issue  in  the  reorganiza- 
tion?   A.  I  have  not  that  here,  Mr.  Hughes 

Q.  Was  the  name  of  the  reorganized  company  the  Washington 
liailyway  &  Electric  Company?     A.  It  was. 

Q.  Do  you  recollect  whether  the  authorized  issue  of  its  bonds 
was  $17,500,000?^    A!  I  do  not.     I  think  that  was  the  amount. 

Q.  Do  you  know  whether  the  entire  amount  of  the  authorized 
issue  was  actually  issued?  A.  No,  I  think  that  the  mortgage 
provides  that  a  certain  amount  shall  be  held  for  future  property, 

Q.  What  did  the  Mutual  Life  get  for  its  bonds?  A.  The  Mu- 
tual Life  received — ^the  Mutual  Life  purchased  after  the  original 
withdrawal  from  the  syndicate  a  million  of  bonds.  Their  hold- 
ings of  bonds  in  all  were  $3,000,000. 

Q.  When  did  they  purchase  those?     A.  Jime,  1900. 

Q.  From  whom?  A.  I  think  they  bought  them  from  the 
United  States  Mortgage  &  Trust  Company. 

Q.  At  what  price?     A.  76^. 

Q.  What  was  the  date  of  the  purchase  of  the  $2,000,000?  A. 
That  was  in  1899,  June,  I  think. 

Q.  What  led  the  Mutual  Life  to  invest  in  a  million  of  the  bonds 
if  within  a  year  they  had  fallen  from  18  points?  A.  That  I  can- 
not answer  offhand.  I  think  it  was  very  likely  to  average  their 
holdings  and  bring  their  investments  down. 

Q.  It  did  not  average  very  much,  if  they  were  putting  $750,000 
more  into  the  investment?  A.  It  averaged  their  holdings  from 
93  to  76i. 

Q.  Oh,  you  mean  as  a  matter  of  showing,  it  would  show 
$3,000,000  at  87  instead  of  $2,000,000  at  93?  A.  No,  I  think 
they  believed  in  the  securities,  and  as  the  property  turned  out  it 
justified  that  belief.  If  you  will  allow  me  to  present  the 
figures 

Q.  Just  a  moment.  What  do  you  mean  by  saying  they  did  this 
to  average  their  holdings?  A.  I  meant  by  that  that  it  reduced  the 
cost  of  their  $2,000,000  to  a  price  of  87i,  which  necessarily  av- 
eraged their  holdings. 

Q.  You  do  not  mean  that  you  put  in  $750,000  in  order  to  re- 
duce the  cost  upon  your  original  investment.  What  advantage 
is  there  in  that  except,  of  course,  the  advantage  of  showing?  A. 
Put  it  in  another  way 

Q.  Of  showing-  a  total  investment  at  87  instead  of  96.  A.  Put 
it  another  way.  They  probably  thought  the  bonds  were  cheap  at 
76  and  they  reduced  the  price  of  the  holdings. 
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Q.  Did  Aey,  as  a  matter  of  fact,  in  July,  1900— was  that  the 
last  purchase?     A.  June  28,  1900. 

Q.  In  June,  1900,  thini:  those  bonds  were  cheap?  A.  I  sup- 
pose they  did  or  they  would  not  have  bought  them.  I  cannot 
testify  to  that. 

Q.  Well,  that  is  an  inference.  Do  you  know  just  what  was 
done  at  that  time  to  induce  them  to  malce  that  purchase?  A.  Not 
fr'om  recollection,  no,  sir. 

Q.  Were  you  connected  with  the  United  States  Mortgage  & 
Trust  Company  at  the  time?     A.  I  was. 

Q.  In  what  capacity?  A.  I  was  a  director  of  the  Mortgage 
Company  and  one  of  its  vice-presidents. 

Q.  Do  you  know  what  the  condition  of  the  Washington  Trac- 
.tion  &  Electric  Company  was  in  1900,  that  is  what  its  earnings 
were,  what  they  appeared  to  be?  A.  No,  sir,  I  cannot- testify  to 
that.     I  probably  did  at  the  time. 

Q.  You  can  get  a  statement  as  to  that?     A.  I  think  so. 

Q.  Have  you  got  anything  before  you  now  which  will  enable 
you  to  state  when  the  default  was  on  the  bonds,  on  the  coupons? 
A.  No,  sir. 

Q.  Well,  having  bought  $2,000,000  at  93^  and  $1,000,000  at 
Y6,  what  did  the  Mutual  Life  get  on  the  reorganization  for  its 
total  $3,000,000?  A.  They  received  $1,650,000  of  new  4  per 
cdnt.  bonds,  $1,650,000  new  preferred  stock  and  $600,000  ia  com- 
mon stock. 

Q.  Yes,  go  on,  make  any  statement  you  desire  in  regard  to 
that.  A.  The  original  $3,000,000  at  a  cost  of  Sli  was  $2j625,- 
000.  They  have  since  received  their  preferred  and  common 
stock,  and  sold  the  preferred  stock,  receiving  for  the  same  $1.- 
472,705. 

Q.  When  was  that  sold?  A.  Within  a  year,  I  think,  Mr. 
Hughes. 

Q.  Within  what  time     A.  Within  the  last  year. 

Q.  I  know,  but  about  what  time?  A.  I  don't  know.  It  shows 
on  the  list  the  transactions- you  have  there. 

Q.  What  is  that,  preferred  stock?  A.  Preferred  stock,  yes, 
sir. 

Q.  Of  what  par  value?     A.  $1,650,000. 

Q.  Well,  you  show  here  on  a  statement  of  June  30,  1905  pre- 
ferred stock  of  $1,580,000.  A.  Then  we  have  sold  the  balance 
since.     TIbat  shows  $70,000  were  sold. 

Q.  When  did  you  sell  it?  A.  It  has  been  sold  within  a  few 
months. 
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Q.  lividently  since  June  30th.  Has  it  been  veiy  recently  sold? 
A.  Yes,  sir,  it  has  been  sold  within  a  few  months. 

Q.'  Did  you  have  anything  to  do  with  the  sale  ?     A,  I  did. 

Q.  To  whom  was  it  sold?  A.  Sold  through  various  parties, 
some  was  sold  through  G.  W.  Young  &  Company  and  some 
thraugh  Uoissevain  «fe  Company. 

Q.  How  much  through  Young  &  Company?  A.  I  cannot  tell. 
I  will  furnish  it  to  you. 

Q.  I  understand  $1,472,000  was  sold  since  June  30,  1905.  Ip 
that  correct?  A.  No,  sir.  Your  list  of  June  30th  shows  $1,580.- 
000.  So  we  must  have  sold  one  himdred  and  odd  thousand 
dollars. 

Q.  70,000?  A.  And  the  balance  since  then,  and  we  have  sold 
our  common  stock.  We  sold  the  preferred  stock  for  $1,452,705. 
We  sold  our  common  stock  and  received  for  it  $195,000.  The 
book  bonds  are  to-day  valued  at  90,  which  would  make  $1,485.- 
000  or  a  total  receipt  of  money  and  valuation  $3,152,705,  show- 
ing-an  apparent  profit  to  the  company  of  $500,000 — $525,000. 

Q.  You  say  you  sold  the  common  stock.  When  did  you  sell. 
that?     A.  Some  time  this  year,  I  cannot  give  you  the  date. 

Q.  Some  time  since  the  30th  of  June?  A.  I  think  not.  I 
think  it  was  sold  before  that.     You  can  see  from  the  list. 

Q.  To  whom  was  it  sold?  A.  I  think  mostly  through  George 
W.  Young  &  Company. 

Q.  Do  you  know  the  name  of  the  purchaser?    A.  I  do  not. 

Q.  When  you  say  sold  through  George  W.  Young  &  Com- 
pany, do  you  mean  they  acted  as  your  brokers  in  making  the. 
Sale?  A.  I  don't  know  whether  they  acted  as  brokers  or  made  a 
bid  for  the  stock.     I  think  they  made  us  a  bid. 

Q.  Then  you  mean  it  was  sold  to  them,  not  through  them? 
A.  Yes,  perhaps  that  is  it. 

Q.  You  know  which  it  was?  A.  Not  offhand.  I  think  some 
was  sold  through  them  and  some  to  them,  and  the  stock  of 
Boissevain  was  sold  practically  through  them,  they  found  a  market 
in  Washington  for  the  stock. 

Q.  What  was  the  rate  of  interest  upon  the  bonds  which  you 
now  hold?     A.  Four  per  cent. 

Q.  What  was  the  rate  of  interest  upon  the  bonds  of  the  orig- 
inal company?     A.  4%  per  cent. 

Q.  Has  the  Mutual  Life  made  any  loan  against  that  stock? 
A.  No. 

Q.  Has  the  United  States  Mortgage  &  Trust  Company  made 
any  loan  against  it?    A.  I  think  not. 
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Q.  You  would  know  if  it  has?     A.  I  think  so 

Q.  Had  the  Guaranty  Trust  Company  made  any  loan?  A.  J. 
think  uot. 

Q.  Has  any  loan  been  made  hy  anybody  ?  A.  Not  that  I  know 
of. 

Q.  Against  the  stock,  I  refer  to  the  preferred  stock  or  common 
stock  or  either  of  them  ?     A.  I  don't  think  any  loan  was  made. 

Q.  You  think  it  was  an  out  and  out  purchase  ?  A.  I  think  it 
was  a  cash  transaction. 

Q.  Have  you  the  loan  book  of  the  Mutual  life  ?     A.  The  call 
loan  book  ? 
*     Q.  Yes.     A.  Yes,  sir.     What  date,  Mr.  Hughes. 

(Book  produced.) 

Q.  Is.  that  this  year  ?     A.  Yes. 

Q.  Will  you  let  me  see  your  loans  for  this  year?  A.  Well, 
Mr.  Hughes,  the  book  is  full  of  loans. 

Q.  How  is  it  kept,  by  dates,  does  it  run  chronologically  ?  A. 
I  think  so.  I  haT'e  a  list  here  of  every  loan  made  in  the  book,  if 
you  wish  to  see  it,  as  they  were  made.  This  i§  from  1905,  run- 
ning from  January.  Those  are  the  slips  presented  to  the  Finance 
Committee,  as  you  will  notice  on  each  slip  an  approval  by  initial 
of  one  member  of  the  Finance  Committee.  Each  loan  made  is 
submitted  at  the  next  meeting  of  the  Finance  Committee,  the 
amoimt,  terms  and  date  of  the  loan. 

ME.  HtJGHES: 

ITow,  I  suppose  we  may  complete  with  Mr.  McCurdy,  so  he  can 
be  excused. 

EIOHAUD  A.  McOHRDY,  resumed. 

Q.  Are  there  any  other  flotations,  Mr.  McCurdy,  besides  these 
that  have  been  mentioned  in  which  the  Miitual  Life  became  in- 
tei-ested,  through  its  connection  with  the  United  States  Mortgage 
&  Trust  Company  ?     A.  I  did  not  know.     How  is  that,  Mr.  Timp- 

son  ? 

ME.  TIMPSOlSr:  I  do  not  recall  any  such. 

ME.  HUGHES:  You  think  those  are  the  only  two? 

ME.  TIMPSOW:  Those  are  all  I  recall  at  present. 

Q.  What  flotations  have  there  been  by  the  Guarantee  Trust 
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Company  in  wHch  the  Mutual  Life  has  been  interested?     A. 
Quite  a  number,  I  should  say. 

MR.  HUGHES :  Have  you  a  statement  of  them,  Mr.  Timpson  ? 

MR  TIMPSON:  I  have  not. 

Q.  Mention  some  of  them,  will  you,  Mr.  McCurdy,  or  aided 
by  Mr.  Timpson  ?  A.  The  Brooklyn  Wharf  was  one,  as  I  have 
just  stated. 

~Q.  The  Brooklyn  Wharf  &  Warehouse,  which  has  already  been 
examined  into.     Go  on. 

MR  TIMPSOlsT:  I  do  not  recall  any  others. 

Q.  You  think  that  is  the  only  one  ? 

MR  TIMPSOIsr:  I  would  rather  not  testify  to  that, 

ME.  HUGHES :  You  can  get  information  on  that? 

ME.  THIMPSOIST:  I  will  look  that  up  for  you. 

MK.  HUGHES:  And  if  you  can  get  the  other  information  I 
asked  for  this  afternoon 

ME.  TIMPSOIST:  I  doubt  if  I  can  get  it  by  two  o'clock. 

Q.  What  is  your  interest  in  the  Eifth  Avenue  Trust  Company 
Mr.  McOurdy,  your  personal  interest?  A.  Give  me  those 
papers  will  you?    (Eef erring  to  papers.)     200  shares. 

Q.  Have  your  holdings  in  that  company  increased  or  decreased 
in  the  last  five  years  ?  A.  My  impression  is  —  I  can  find  out  and 
would  rather  speak:  with  accuracy  about  it  —  my  impression  is 
that  I  originally  had  more  than  that,  perhaps  250  and  perhaps 
300,  and  that  I  did  sell  some,  but  that  is  all  I  can  recall.  I  will 
answer  definitely  if  you  desire  it. 

Q.  When  did  the  Mutual  Life  become  interested  in  that  com- 
pany ?  A.  At  the  time  of  its  organization,  whenever  that  appears 
by  the  record. 

Q.  Would  that  be  in  February,  1898?  A.  H  that  is  a  record 
from  our  books,  yes. 

Q.  The  record  from  your  books  gives  that  as  the  first  date 
of  purchase.  That  would  mean  then  the  date  of  organization? 
A.  Probably. 

Q.  Have  you  the  details  there  which  would  show  the  terms 
at  which  stock  was  bought  by  the  Mutual  Life?  A.  jSTo,  those 
would  be  shown  on  the  books  of  the  treasury  department  of  the 
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company.  I  have  no  details  of  any  kind  exc^  a  memoiiaaadnini 
of  the  number  of  shares  I  have. 

Q.  When  did  you  acquire  the  200  shares  yoy.have  n^ed? 
A.  When  the  original  subscription  was  made  oiit. 

Q.  At   the    time    of    the   organization    of  the  company?.-    A. 

T.Tiidoubtedly. 

Q.  And  did  you  originally  acquire  more,  do  you  tjiin]^?  A. 
I  think  I  originally  had  more.  How  many  I  cannpt  tell,  pos- 
sibly 50  shares  more,  certainly  not  over  100  shares  more. 

Q.  What  was  the  rate  at  which  the  Mutual  Life  purchased 
the  stock,  such  as  it  did  buy  at  the  beginning  ?  A.  The  same  as 
anybody  else. 

Q.  What  was  that? 

ME.  TIMPSPN:  200,  Mr.  Hughes. 
THE  WITNESS:    Yes,  that  was 


ME.  HUGHES:  Do  you  kno-jv.  how:  muph  it  brought  aj;  the 
start,  Mr.  Timpson? 

THE. WITNESS:  That  is  originally,  the  stock  was  originally 
$500,000,  and  $500,000  paid  in. 

ME.  TIMPSON:  Tou  have  the  list  of  purchases  which  we 
furnished  you,  which  will  show  it. 

ME.  HUGHES:    It  does  not  go  back  to  1898. 

ME.  TIMPSON:    I  will  have  that  here  this  afternoon. 

Q.  Tou  have  given  in  the  statement  furnished  here,  that  the 
Mutual  life  owns  2,632  shares  of  stock  in  the  Eifth  Avenue 
Trust  Company,  and  you  have  given  the  cost  or  book  value  at 
at  232.23,  which,  I  presume,  is  the  average  of.  the  entire  purchase  ? 
A.  Probably. 

Q.  That  stock  i?  now  put  at  a  v^lue  of  500?  A.  Somewhere 
about  that,  I  believe. 

Q.  And  you  have  maintained  deposits  there ,  of  about  a  n^ijlion 
dollars,  have  you  not?    A.  Whatever  records  show. 

ME.  TIMPSON:    That  is  not  right. 

ME.  HUGHES:  For  five  hundred  thousand  dollars,  whi«li 
is  it?  It  shows  one  million  dollars  at  one  time  and  five  hun- 
dred thousand  dollars  at  another. 
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MR  TIMPSOE":  I  do  not  recall  exactly,  but  I  know  it  was 
not  a  million. 

THE  WITNESS:  I  presumed  you  were  reading  from  the 
record. 

Q.  I  was.  I  have  one  record  of  one  million  dollars,  and 
other  sheets  show  five  hundred  thousand  dollars,  and  I  take 
it  that  is  the  prevailing,  rate. 

ME.  TIMPSOlSr:    Yes. 

Q.  We  have  a  good  deal  of  testimony  on  this  from  treas- 
urer Cromwell,  and  what  I  want  to  get  from  you  is  a  state- 
ment of  your  personal  interest  in  the  various  companies  in 
which  the  Mutual  life  is  depositing,  and  in  which  it  owns 
stock.    Have  you  a  statement  prepared  as  to  that  ?    A.  Yes. 

Q.  It  would  save  time,  perhaps,  if  you  will  give  that  to  me 
and  I  will  read  it  upon  the  record.  A.  I  want  to  say  that 
there  are  two  items  there  that  I  recognize,  that  the  Mutual 
Life  Insurance  Company,  so  far  as  I  recall,  has  not  got  any 
stock  in,  and  consequently,  they  are  private.  Therefore,  you  will 
omit  them  in  reading  it  off. 

Q.  I  think  you  are  mistaken.  The  Eirst  ISTational  Bank 
and  American  Exchange  Bank  are  on  this  list.  A.  All  right, 
I  had  forgotten.     Then  put  it  all  in  (handing  paper). 

MR.  HUGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  283  and  read  by  Mr.  Hughes.) 

Q.  The  Bank  of  Commerce  of  New  York,  you  mean  by  that 
the  National  Bank  of  Commerce?     A.  Yes. 

Q,  Have  you  no  interest  in  the  Alliance  Trust  Company?  A. 
The  Mutual  Alliance? 

Q.  Yes.     A.  Yes. 

Q.  You  have?     A.  Yea. 

Q.  That  does  not  appear  to  be  on  this  list.  A.  I  told  one 
of  my  clenks  in  the  office  to  make  up  a  list  of  everything  and 
he  has  forgotten  that. 

Q.  What  is  your  interest  in  the  Mutual  Alliance  Trust  Com- 
pany?    A.  I  think  I  have  one  hundred. shares  of  stock. 

Q.  What  is  the  capitalization  of  that  compaiiy?  A.  I  pre- 
sume it  is  five  hundred  thousand  dollars,  is  it  not,  Mr.  Timp- 
sou? 
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MR.  TIMPSON:    I  think  that  is  right. 

Q.  When  did  you  acquire  it  ?    A.  At  the  organization. 
,  Q.  At  the  same  time  as  the  Mutual  Life?     A.  Yes. 

Q.  It  is  stated  here  in  the  sheets  furnished  by  your  company 
that  the  Mutual  Life  owned  1,165  shares  of  the  Mutual  Alli- 
ance Trust  Company  at  a  book  value  of  200.  Was  200  the 
original  subscription  price?     A.  Yes. 

Q.  Was  that  the  price  that  you  paid  for  your  shares?  A. 
Yes. 

Q.  Are  you  a  stockholder  in  the  Title  Guarantee  &  Trust 
Company?     A.  ISfo,  I  think  not. 

Q.  Or  in  the  Lawyers'  Mortgage  Company?  A.  No,  I  think 
not.    Do  you  know  anything  about  that,  Mr.  Timpson  ? 

ME.  TIMPSQl^:  No,  I  do  not. 

THE  WITNESS :  No,  I  do  not  think  I  am. 

Q.  Or  in  the  Lawyers'  Title  Insurance  &  Trust  Company  ?  A. 
No. 

Q.  When  I  ask  if  you  are  a  stockholder,  you  will  understand, 
of  course,  I  am  not  asking  whether  shares  stand  technically  in 
your  name,  but  I  mean  to  include  any  beneficial  interest  that  you 
may  have  iu  any  shares.  A.  No,  no.  Not  at  all.  They  are  not  in 
my  wife's  name,  if  that  is  what  you  mean.  I  have  no  interest  in 
them. 

Q.  Or  in  the  Gallatin  National  Bank  ?  A.  No.  I  want  to  say 
right  here,  I  don't  know  whether  it  has  any  special  bearing  or  not. 
I  am  not  at  all  ashamed  of  owning  fifty  shares  in  the  American 
Exchange  National  Bank  and  I  wish  I  owned  more,  but  those 
fifty  shares  were  inherited  by  me. from  my  father's  estate  and  had 
no  relation  whatever  to  any  investment  by  the  Mutual  Life  Insur- 
ance Company. 

Q.  Have  you  prepared  a  statement  of  the  syndicate  in  which 
you  have  been  interested  where  the  Mutual  Life  has  purchased 
bonds  from  the  syndicate  managers  ?  A.  No,  I  did  not  know  what 
kind  of  country  you  were  going  to  carry  me  over,  Mr.  Hughes,  and 
I  am  not  prepared  on  that. 

Q.  I  did  not  ask  that  to  imply  tliat  any  such  statement  should 
have  been  prepared,  but  I  asked  you  if  you  had  prepared  such  a 
-sfatement  to  save  time.  A.  No,  I  have  not  had  time  to  prepare 
anything  lately. 

Q.  Were  you  interested  in  the  syndicate  to  float  the  Pennsyl- 
vania Eailroad  three  and  one-lialf  per  cent  ten-year  convertibles  \ 
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ME.  TIMPSON:  I  think  it  will  save  time,  the  witness  has  a 
complete  list  of  the  syndicate. 

MR.  HUGHES :  I  asked  him  a  moment  ago  and  he  said  he  had 
not. 

ME.  TIMPSOIST:  You  asked  about  bonds. 

ME.  HUGHES:  I  asked  him  if  he  was  interested  in  the  syndi- 
cate in  which  the  Mutual  Life  had  bought  bonds. 

ME.  BECK :  He  did  not  catch  your  question. 

ME.  HUGHES:  That  is  exactly  what  I  asked  him. 

THE  WITNESS :  I  have  a  memorandum  of  that  here. 

(Paper  handed  to  Mr.  Hughes.) 

ME.  HUGHES :  I  offer  the  statement  furnished  by  the  witness 
in  evidence. 

(Statement  marked  No.  284  and  read  by  Mr.  Hughes.) 

ME.  BECK:  Mr.  Hughes- 

Q.  The  reason  the  profits  are  blank  in  the  last  two  cases  is  be- 
cause the  syndicate  has  not  been  closed  and  the  profits  have  not 
been  divided  in  either  case.     That  is  correct,  is  it  not  ?      A.  Yes. 

THE  CHAIRMAN:  Did  you  want  to  make  a  statement,  Mr. 
Beck? 

ME.  BECK :  Mr.  Hughes  anticipated  me,  I  merely  wanted  to 
bring  out  the  reason  why  the  profits  were  blank  in  those  two  in- 
stances. 

ME.  HUGHES:     So  I  supposed. 

Q.  Take  the  Pennsylvania  Eailroad  3'/^  per  cent,  convertibles, 
that  was  a  syndicate  of  last  March,  was  it  not?  A.  I  have  not 
got  the  date  here  on  my  memorandum,  but " 

Q.  The  date  given  in  the  company's  sheet  is  March  30,  1905. 
A.  That  is  accurate. 

Q.  From  whom  did  you  receive  that  participation  ?  A.  What- 
ever banker's  name  is  placed  on  that. 

Q.  Kuhn,  Loeb  &  Co.  ?     A.  If  that  is  the  statement  there,  yes. 

Q.  That  is  the  name  of  the  managers.  Did  you  get  partici- 
pation from  Kuhn,  Loeb  &  Co.  ?    A.  I  beg  pardon,  sir. 

Q.  Did  you  get  the  participation  fi-om  Kuhn,  Loeb  &  Co.,  the 
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allotment  made  directly  by  -tliBm  or  indirectly  by  some  one  else  ? 
A.  ISTo,  I  got  it  from  them. 

Q.  Was  it  tendered  to  you,  or  did  you  apply  for  it?  A.  I  did 
not  apply  for  it.     It  was  tendered  to  me. 

Q.  Were  you  simply  notified  that  that  allotment  had  been 
made?    A.  "No. 

Q.  Was  the  allotment  made  to  you  before  the  Hutual  Life  had 
taken  its  participation?     A.  I  think  so. 

Q.  Was  it  made  at  the  same  time?  A.  I  could  not  say.  i 
presume  it  was  made  at  the  same  time. 

Q.  Have  you  any  cojregpondence  with  Kuhn,  Loeb  &  Com- 
pany upon  that  subject?  A.  Probably  the  letter  that  was  sent 
out  to  all  persons  to  whom  they  made  allotments,  I  probably  got 
that.     Yes,  that  would  give  the  date. 

Q.  The  Japanese  4%  per  cent,  was  a;lso  a  syndicate  of  last 
March,  was  it  not  ?     A.  The  four  and  one-half  ? 

Q.  Yes.  A.  Well,  you  must  have  the  list  there.  I  will  admit 
any  dates  that  are  given  in  that  statement  as  being  correct. 

Q.  Yes.  Did  you  get  that  participation  direct  from  Kuhn, 
•  Loeb  &  Co.,  or  did  you  receive  it  from  some  other  house?  A. 
No,  I  got  it  direct  from  Kuhn,  Loeb  &  Co. 

Q.  Did  you  get  it  at  the  same  time  that  the  Mutual  Life  re- 
ceived its  allotment?     A.  ProbaWy. 

Q.  That  is  your  best  recollectron  when  you  say  probably  ?  A. 
Yes. 

Q.  Did  you  have  any  personal  dealings  with  any  member  of 
Kuhn,  Loeb  &  Company  in  regard  to  the  matter?  A.  Nothing 
that  I  recall  excepting  the  usua!l  letters  sent  out  to  persons  to 
whom  they  mdke  allotments. 

Q.  Will  you  explain  how  it  happened  that  you  took  an  allot- 
ment in  these  syndicates?  A.  Why,  simply  because  I  had  an 
opportunity  to  put  my  money  into  what  I  conceived  to  be,  from 
the  best  information  I  could  obtain,  a  good  thing.  I  had  a 
perfect  right  to  do  it. 

Q.  Was  there  any  call  made  upon  you,  in  the  two  syndicates 
I  have  mentioned,  the  Japanese  4i  and  the  Pennsylvaiiia  3^? 
A .  All  bonds  were  taken  in  public  issue,  received  checks 

Q.  Have  you  some  statements  there  giving  the  transactions  in 
tlic  case  of  each  syndicate?     A.  In  each  syndic'a4;e,  yes. 

Q.  I  will  be  very  glad  to  have  you  state  on  the  record  all  the 
facts  —  what  the  facts  are  in  regard  to  each  syndicate.  A.  I  will 
read  them  through. 
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%.  Ji  yon  "wdH  take  them  in  the  same  order  in  which  they 
appear  on  the  list,  it  mil  facilitate  us.  A.  Would  you  mind 
rgadiohg  it  for  me.  I  mil  haye  to  a^p'olo^e  for  my  voice  not 
being  in  good  order. 

tol.  SiMHES:  Well,  I  will  offer  this  statement  which  the 
witness  presents,  in  evideiice 

The  paper  was  received  in  evidence  and  marked  Exhibit  285, 
which  will  be  found  in  the  book  of  exhibits. 

ME.  HUGHES  then  read  Exhibit  No.  285  upon  the  record. 

Q.  You  haye  mentioned  the  fact  that  in  the  case  of  the  Third 
Avenue  Consolidated  bonds  you  took  from  the  syndicate  managers 
90yOOO  at  99  atrd  interest  and  returned  30,000  at  the  same  price 
and  retained  60,000  when  the  syndicate  was  dissolved.  You  have 
also  stated  that  in  the  Pennsylvania  Railroad  3%  Convertible 
Bonds  syadicate  you  took  on  call  25^000  of  bonds  and  returned 
ISyOOO,  holding  at  present  30,000.  Have  you  in  any  other  case 
personally  made  an  investment  in  any  of  the  bonds  brought  out 
by  the  syndicates  or  to  which  the  syndicate  had  reference  ?  A. 
No,  not  unless  it  is  stated  in  this  memorandum. 

Q.  In  aU  those  eases  your  intention  was  to  make  whatever  profit 
could  be  made  on  the  syndicate  without  .taking  the  bonds  as  an  in- 
vesSfcrBent  unless,  of  couise,  through  failure  of  the  public  sale  it 
became  necessary  that  you  should  take  them?  A.  Not  neces- 
sarily at  all. 

Q.  What  was  your  intention?  A;  My  intention  was  to  av^il 
myself  of  an  opportunity  of  guaranteeing  the  sale  of  one  lot  by 
the  bankers  to  the  puhlie  and  being  compensated  therefor  as  any 
other  guarantor  of  an  obligatiosn  upon  the  percentage  that  the 
bankers  allowed  to  the  guarantors,  for  that  is  all  members  of  a 
syndicate  aa?e.  The  use  is  so  very  common,  that  spealdng  of  syn- 
dicates to  sell  securities  to  the  public  it  has  been  used  here  over 
and  over  again,  and  I  think  this  has  been  asked,  if  they  were  mem- 
bers of  a  syndicate  which  sold  amy  bonds  to  the  company,  and  in- 
advertently some  of  them  may  have  said  yes.  Now,  the  syndicate 
does  not  sell  anything  to  the  company  at  all.  When  a  syndicate  is 
formed  the  bankers'  contract  with  the  railroad,  or  whatever  tLe 
concern  may  be,  upon  such  terms  as  they  may  agi'ee  upon,  that  he 
will  buy  such  a  lot  of  bonds.  Inasmuch  as  his  business  is  not  to 
lock  up  all  his  capital^^although  I  am  not  a  baukei',  I  suppose  that 
JB  one  very  good  reason  —  in  single  enterprises,  but  distribuie  his 
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risks  as  much  as  possible,  it  is  part  of  his  banking  system,  among 
his  business  associate,  corresponding  bankers,  trust  companies 
and  others,  he  awards  a  certain  proportion  of  that  issue  which  he 
has  agreed  to  purchase  and  sell,  and  for  that  he  offered  to  pay  for 
the  guarantee  that  they  shall  all  be  sold  and  taken  up  by  the  mar- 
ket, he  offers  to  pay  the  people  who  assume  that  responsibility  a 
commission.     That  is  all  there  is  about  it,  and  he  fixes 

Q.  Offers  to  pay  whom  a  commission  ?  A.  To  the  people  who 
guarantee  the  sale  by  him  of  this  issue. 

Q.  Do  you  mean  the  bankers  agree  to  pay  the  members  of  the 
syndicate  a  commission?     A.  Yes,  that  is  all  it  amounts  to. 

Q.  That  is  your  construction  of  it?  A.  That  is  my  construc- 
tion of  it,  and  it  is  the  fact. 

Q.  Well,  go  on.  Proceed,  Mr.  McOurdy.  A.  Very  well.  At 
the  time  of  the  formation,  according  to  the  letters  genei'ally  re- 
ceived from  the  bankers  who  propose  to  bring  this  issue  out  on 
the  market  and  sell  it  to  the  public,  the  terms  are  fixed  in  sub- 
stance, that  this  underwriting  commission,  a  commission  to  pay 
for  the  responsibility  of  the  guarantee,  shall  be  payable  accord- 
ing to  the  circumstances  of  the  demand  of  the  public  for  the  se- 
curities offered  or  not,  shall  be  paid  either  in  money  or  in  bonds, 
the  relative  value  of  which  is  equated  at  the  time,  so  that  the 
bonds  are  supposed  to  be  the  equivalent  of  the  cash  which  the  per- 
sons joining  the  underwriting  syndicate  so  called,  the  underwrit- 
ing guarantee  is  to  receive. 

Q.  Well,  we  have  had  a  number  of  these  syndicate  agreements 
in  evidence.  A  great  deal  of  evidence  has  been  taken  upon  the 
matter,  and  it  is  hardly  necessary  to  take  time  to  go  through  it 
all  again,  for  a  great  many  distinguished  men,  some  of  them  your  ' 
associates,  have  enlightened  us  and  at  no  little  length,  upon  those 
questions.  Of  course,  you  understand  that  in  the  ordinary  case 
you  agree  to  take  certain  bonds,  if  you  are  asked  to,  at  a  certain 
price?     .\.  Yes. 

Q.  And  you  understand  that  if  you  do  not  bargain  especially 
for  the  privilege,  the  banlters  will  have  the  right  to  sell  the  bonds 
to  the  public  ?  A.  That  is  what — not  have  the  right  to  sell  to 
the  public,  but  that  is  what  they  are  trying  to  do. 

Q.  They  are  trying  to  do  it  so  hard  that  unless  ybu  have  a 
special  agreement,  they  have  the  rigth  to  do  it,  and  you  eannbt 
withdraw  them.  A.  The  agreement  is  contained  in  the  under- 
writing agreement  letter  which  they  furnish. 

Q.  If  they  succeed  in  making  Ihe  flotation  and  the  public  takes 
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the  bonds  at  a  figure  in  excess  of  that  which  they  have  to  pay  for 
them,  there  is  a  profit  ?     A.  Yes. 

Q.  And  out  of  that  gross  profit  are  deducted  certain  commis- 
sions or  expenses,  and  the  net  profit  is  divided  pro  rata  among  the 
members  of  the  syndicate?  A.  I  cannot  tell  precisely  what  pro- 
cess is  gone  through  with  or  the  basis  in  any  case  upon  which  the 
bankers  estimate  their  net  profits,  but  their  object  undoubtedly 
is  to  sell  all  the  securities  offered  to  the  public  in  one  block. 

Q.  Well,  the  point  is,  when  you  go  into  a  syndicate  under  the 
ordinary  terms,  if  the  flotation  is  a  success  and  the  public  talces 
the  bonds,  the  members  of  the  syndicate  have  a  profit  which  is 
divided  pro  rata  according  to  their  allotment?  A.  They  do  have 
a  profit  anyway,  if  the  bonds  are  sold  or  not. 

Q.  And  if  the  bonds  are  not  sold  to  the  public,  the  members  of 
the  syndicate  are  nnder  an  obligation  to  take  and  pay  for  them 
at  the  agreed  price?  A.  They  have  agreed  in  advance,  jointly 
with  the  bankers,  that  the  bond  is  worth  in  cash,  or  they  would 
not  agree  to  it.  That  fixes  the  value,  and  there  is  no  profit  made 
by  the  sale  of  the  bonds  to  the  underwriters,  as  I  prefer  to  call 
them,-  one  way  or  the  other,  because  as  I  say,  that  thing  has  been 
equated  at  the  beginning. 

Q.  You  mean  it  has  been  equated  by  putting  on  one  side  of  the 
equation  the  responsibility  assumed  by  the  underwriters  ?     A.  No. 

Q.  And  on  the  other  side  the  profit  which  they  get  as  compen- 
sation for  it?  A.  No,  I  do  not  mean  that.  I  mean  to  say  that 
the  cash  to  be  divided  or  the  bonds  to  be  divided  have  been  settled 
in  advance.  That  is  the  sense  in  which  I  casually  used  the  word 
equated.  One  is  the  equivalent  of  the  other,  and  the  compensa- 
tion derived  by  the  underwriter  may  be  paid  in  either  cash  or 
bonds,  and  he  has  agreed  to  that,  and  agreed  to  take  tlie  bonds 
at  a  certain  price. 

Q.  Yes,  he  agreed  to  take  the  bonds  at  a  certain  price,  or  if 
they  are  sold,  and  a  profit  realized  through  their  sale,  to  take  his 
share  in  the  profits?  A.  He  takes  his  share  of  the  profits  either 
one  way  or  the  other,  and  he  has  agreed  in  advance  that  that  is 
the  equivalent  one  way  or  the  other. 

Q.  I  do  not  think  there  is  any  difference  between  us,  but  the 
lunch  hour  has  arrived,  and  we  will  resume  at  2.15. 

THE  CHAIRMAN:  The  Committee  will  now  take  a  recess 
until  2.15  P.  M. 


165©  Legislative  InsurtHnce  InvesUgaiion. 

AT'TEE  ISCESS. 
RIOHAE.B  A.  McOurdy,  *eaiilned  thte  staM. 

BY  ME.  HUGHES: 

Q.  I  call  your  attention  to  this  statement,  Exhibit  285,  with 
reference  to  the  Pennsylvania  Railroad  3^  per  cent,  convertiblo 
bond  syndicate,  in  which  it  is  said  the  life  coinpany  purchased 
no  bonds  in  this  syndicate.  What  is  meant  by  that?  Does  it 
mean  that  the  Mutual  Life  has  not  taken  any  bonds  from  the 
syndicate  managers? 

ME.  TIMPSO'JST:  May  I  explain  that,  Mr.  Hughes. 

ME.  HUGHES:  Yes,  sir. 

THE  WITISTESS:  I  w-aht  to  make  me  correction.  It  pur- 
chased no  bonds  from  the  syndicate.  They  don't  tSike  'theni  fr6m 
the  syndicate  at  aill,  they  take  theih  from  the  bankers. 

Q.  Wellj  is  that  the  distinction  that  is  intended  in  that  .state- 
ment ?  A.  Of  course  you  may  pvit  it  in  any  phraseology .  you 
choose,  but  I  don't  want  a  mere  verbal  distinction. 

Q.  Oh  no,  oh  no,  I  don't  want  a  mere  verbal  distinction.  A. 
As  I  said  before  that  expression  of  buying  bonds  from  the  syndi- 
cate has  been  used  colloquially  here  so  much  that  I  want  im^y 
distinction  clearly  understood. 

Q.  Well,  I  think  I  spoke  in  my  question  qf  syndicate,  man- 
agers, you  can  treat  them  as  bankers  if  you  prefer  to.  A.  Well, 
that  is  all  right;  syndicate  managers,  that  is  all  right. 

Q.  Well,  now  it  says  there  that  the  Mutual  Life  purchased  rno 
bonds  in  this  syndicate.     Is  that  so  2     A.  That  is  so. 

ME.  HUGHES :  Mr.  Timpson  wants  to  explain.  Just  state 
what  yOu  want. 

ME.  TIMPSON :  The  bonds  have  not  been  offered.  The 
Mutual  Life  made  no  purchase  from  the  syndicate  banlce.is ;  they 
have  taken  up  their  bonds,  as  they  are  called  for,  by  the  syndicate 
managers,  aiid  are  ilow  carrying  them  aitbject  to  Syndicate  coiitl-dl, 
I  think. 
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THE  "WITNESS:  That  does'not  appear. 

MR.  HUGHES:  The  memorajiauiti  does  not  state  that 

MR.  TIl^IPSON:  That  is  the  fa(rt. 

THE  WITI^ESS :   They  may   be  called  for  by  the  s.y»idi- 

cate 

MR.  TIMPSOlSr:  That  is  the  idea. 

THE  WITNESS :  The  syndicate  managers,  I  should  say. 

Q.  The  Mutual  Life  took  up  $4,609,500  of  the  bonds  in  that 
syndicate '? 

MR.  TIMPSON:  That  is  right.     A.  Yes,  sir. 

Q.  And  paid  for  them  ?     A.  Yes,  sir. 

MR.  TIMPSON:  The  15th  of  May,  Mr.  Hughes,  we  made 
the  payment  for  $4,609,500. 

MR.  HUGHES:  How  is  that  series  identified?  What  is  the 
maturity  date? 

MR.  TIMPSON:     October  1st,  1915. 

MR.  HUGHES:  Well,  since  May,  1905,  a  considerable  amount 
of  that  issue  has  been  purchased  from  the  syndicate  manag(?ts, 
has  it  not  ? 

MR.  TIMPSOlSr :    Yes,  sir.    By  the  Mutual  Life,  do  you  mean  ? 

MR.  HUGHES:    Yes. 

MR.  TIjMPSON:    No,  sir. 

MR.  HUGHES:  Have  aiiy  sales  been  made  by  the  Mutual 
Life? 

MR.  TIMPSON:  There  liave  been  bonds  taken  back  by  the 
syndicate  managers,  yes.  t-ir. 

MR.  HUGHES::     At  the  same  price  ? 

MR.  TIMTSON:    Yes,  sir,  98i. 

MR.  HUGHES:  And  what  is  the  amount  held  by  the  Mutual 
Life? 

HR.  TIMPSON:    $3,000,000. 
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ME.  HUGHES:    What  Ls  that? 

MK.  TIMPSON:    $3,000,000. 

Q.  Now,  in  your  statement  of  the  Imperial  Japanese  4^ 
second  series  syndicate,  you  say  nothing  as  to  Avhether  the 
Mutnal  Life  has'  taken  any  bonds  from  the  syndicate.  You  say 
all  the  bonds  were  sold  at  public  sale.  Didn't  the  Mut^ial  Life 
take  bonds  upon  that  public,  offering?  A.  I  don't  think  it  had 
any  opportunity  to,  did  it,  Mr.  Timpson  ? 

ME.  TIMPSOlSr:    Which  syndicate  was  that,  Mr.  Hughes? 

ME.  HUGHES:    Japanese  4i'E. 

ME.  TIMPSON:  I  think  it  states  on  that  syndicate  list  you 
have  just  what  we  took.     Is  that  the  second  series  or  first  series? 

ME.  HUGHES :  Well,  this  is  the  one  that  is  mentioned  by  you, 
and  the  only  one  of  4 J.  Were  there  two  in  which  you  were  in- 
terested at  4i? 

ME.  TIMPSON:    There  was  one  formed  in  July. 

ME.  HUGHES:    4i? 

ME.  TIMPSON:  Yes,  sir,  second  series. 

ME.  HUGHES:    That  the  Mutual  Life  was  in? 

ME.  TiMPSON:     Yes,  sir;  since  that  list  was  made  up. 

ME.  HUGHES:  Well,  you  had  better  make  mention  of  that 
so  as  to  complete  the  list. 

ME.  TIMPSON:  I  have  not  the  memorandum  of  the  first 
series,  as  all  the  bonds  have  been  sold,  Mr.  Hughes,  and  we 
haven't  them  in  our  card  box  here.  I  think  that  syndicate  list, 
if  you  will  allow  me  to  look  at  it,  shows  it. 

ME.  HUGHES:  Now,  that  we  may  not  be  at  all  misled  in 
the  syndicate  list  which  you  have  submitted,  Exhibit  50  for  iden- 
tification, reference  is  made  to  a  Japanese  First-  4^.  Now,  in 
Mr.  McOurdy's  list  reference  is  made  to  a  Japanese  second  series 
44's.     Those  are  two  distinct  things? 

ME.  TIMPSON:  Yes,  sir. 

Q.  Then  do  I  understand,  Mr.   McCurdy,  that  you  had  no 
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interest  whatever  in  the  first  4^  syndicate  ?    A.  As  I  nimderstand 
I  have  no  interest  in  any  syndicate  not  shown  on  that  list. 

MR.  TIMPSON:  That  is  not  his  list  of  syndicates  understand; 
that  is  only  a  memorandum  connected  with  it. 

MR.  HUGHES :     Only  a  memorandum  connected  with  it  ? 

THE  WITNESS:  I  furnished  you  a  copy  of  something  or 
another.     Whatever  I  have  on  my  list. 

MR.  TIMPSOIS]':  I  don't  think  that  is  a  complete  list  at  all. 

MR.  HUGHES:  Let  us  get  the  other. 

Q.  Then  the  Imperial  Japanese  Eirst  Series  4:%'s  you  were 
not  in  ?     A.  I  was  not  in  anything  that  is  not  on  that  paper. 

Q.  Who  made  this  up  for  you  Mr.  McCurdy?  Is  it  some  one 
Avho  has  charge  of  those  matters  for  you?  A.  It  was  made  up 
in  the  treasury  department.     I  couldn't  say  who  made  it  up. 

Q.  Now  can  you  give  me  the  company's  participation  in  the 
Imperial  Japanese  Second  4^  syndicate?     A.  No,  not  offhand. 

Q.  Which  is  not  on  the  company's  list?  A.  Not  offhand.  I 
will  adopt  Mr.  Timpson's  statement. 

MR.  HUGHES :  If  you  cannot,  perhaps  Mr.  Timpson  can. 

MR.  TIMPSON:  I  have  not  the  syndicate  list  here,  but  my 
recollection  is  it  was  600,000  pounds. 

THE  WITNESS:  I  think  that  is  the  amount. 

MR.  HUGHES:  And  what  was  the  amount  taken  on  account 
of  the  syndicate  subscription? 

MR.  TIMPSON:  The  same  amount,  sir. 

MR.  HUGHES:  And  what  amount  was  returned  to  the  syndi- 
cate managers? 

MR.  TIMPSON:  Those  bonds  were  bought  at  publication. 

MR.  HUGHES:  Then  the  amount  that  was  taken,  being  the 
same  amount  as  the  subscription,  was  not  taken  on  call? 

MR.  TIMPSON:  No,  sir. 

MR.  HUGHES:  But  were  bought? 

MR.  TIMPSON:  They  were  bought. 
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WR.  HUGHES:  On  the  public  offering  from  Kulin,  Loeb  & 
Company  as  syndicate  managers? 

MK.  TIMPSON:  That  is  right,  sir. 

MR.  HUGHES:  And  at  what  price  were  they  bought? 

MR.  TIMPSON:  They  were  bought  at  the  issue  price,  Mr. 
Hughes.  We  figure  at  4.87  to  the  pound,  that  is,  90.13.  There 
is  a  difference,  you  underptand,  on  those  Japanese  securities.  All 
our  foreign  securities  we  make  4.87. 

MR.  HUGHES :  What  wap  the  date  of  your  syi^dicate  partici- 
pation on  the  part  of  the  company  ? 

MR,  TIMPSOE":  I  have  not  that  here. 

MR.  HUGHES:  Well,  it  was  since  this  statement  was  made  up 
which  you  prepared  for  the  committee? 

MR.  TIMPSON:  Yes,  sir. 

MR.  HUGHES :  And  how  recently  was  the  purchase  on.  the 
public  offering? 

MR.  TIMPSON":  The  3d  of  August  we  bought  the  bonds.  I 
think  the  offering  must  have  been  in  J'uly;  lltb  of  July  or  some- 
where about  there. 

-  Q.  Now  did  you  buy  any  part  of  the  bonds  on  the  public  offer- 
ing yourself  individually?  I  am  referring  now  to  the  second 
series  of  Japanese  4^'^'s?  A.  .Whatever — -is  this  a  copy  of  the 
original  memqrandum  I  gave  you? 

Q.  That  is  the  original  memorandum  which  you  handed  me  and 
which  I  read  in  evidence.     A.  Very  well. 

Q.  Now  you  will  find  at  the  bottom  of  that  paper,  the  only  ref- 
erence there  is  to  that  matter?  A.  I  don't  think  I  ever  bought 
any  of  the  Japanese  bonds. 

Q.  Apparently  the  Mutual  Life  went  into  the  market  and 
bought  from  the  syndicate  managers  on  the  public  offering  an 
amount  equivalent  to  their  subscription?    A.  Apparently  yes. 

Q.  That  was  not  done  by  virtue  of  auy  obligation  at  all?  A. 
No. 

Q.  And  you  as  a  participant  in  the  syndicate  were  under  no 
obligation  to  buy  any  bonds,  that  is,  in  the  public  offering?  A. 
Well,  whatever  the  conditions  in  the  syndicate  subscription  were, 
which  1  can't  now  recall. 
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Q.  Well,  you  were  uader  ike  obligation  to  take  the  btonds  if 
called  upon  to  do  so?    A.  Yes. 

Q.  But-  tiiey,  wtere  all  sold;  in  the  maikct  so  you  "were  not  called 
upon  to  do  80?    A.  Yes. 

Q.  And  you  did  not  buy  any  in  the  market?  A.  I  did  not  buy 
amy  in  the  market.    I  wish  I  had. 

,  Q.  Now  in  the  case  of  the  Southern  Pacific  4  per  cent,  refund- 
ing syndicate,  you  make  no  statement  in  your  paper,  Exhibit  285, 
as  to  -whether  th«  Maitual  Life  bought  smj  of  those  bonds? 

T;HE  WITNESS:  Mr,  Timpson,  will  ypu  answer  that? 

MR.  TIMPSOIST:  It  is  stated  on  that  sheet  you  have  there, 
Mt.  Hughes. 

MR.  HUGHES:  Well,  in  Mr.  McOurdy's  statement  there  is 
nothing  about  that. 

Q.  You  do  not  mean  to  imply  by  that  that  the  Mutual  Life 
did  not  purchase  any  bonds?     A.  No;  I  believe  we  did,  didn't  we? 

MB,.  TIMPSON:  Yes,  sir,  we  bought  three  millions  of  bonds. 

MR.  HUGHES:  You  bought  three  millions  of  bonds? 

MR.  TIMPSON:  And  since  bought  another  million, 

MR.  HUGHES:  And  since  bought  another  million  from  the 
syndicate  managers? 

MR.    TIMPSON:  No,   sir;   in  the   open  market. 

MR.  HUGHES:  But  the  three  millions  were  bought  on  the 
public  offering  from  the  syndicate  managers? 

MR.  TIMPSON:  Yes,  sir. 

MR.  HUGHES:  And  the  subscription  to  the  syndicate  on  the 
part  of  the  Mutual  Life  was  only  a  million  and  a  half? 

MR,  TIMPSON:  I'hat  is  right,  sir, 

Q;  Now,  did  you  buy  any  bonds  from  the  syndicate  managers, 
Mr.  McCurdy,  yourself,  individually?  A.  I  did  not;  no;  not 
that  I  recollect. 

Q.  You  have  said  several  times  in  connection  with  these  syn- 
dicates in  the  memorandum  that  profits  could  not  have  been  de- 
rived by  the  other  members  of  the  syndicate  from  the  Mutual 
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Life  purchases  for  various  reasons  whicli  jou  gave.  In  tlus  caso 
of  the  Southern  Pacific  4  per  cent,  refunding  syndicate  the  fact 
V7as  that  the  purchase  by  the  Mutual  Life  did  contribute  to  the 
profita  divided  among  the  members  of  the  syndicated  A.  No* 
at  aU. 

Q.  Why  not?  A.  Because  I  couldn't  make  any  more  out 
of  the  Mutual  Life  Insurance  Company  than  the  Mutual  Lifp 
Insurance  Company  could  make  out  of  me.  ISTo  member  of  3 
syndicate,  and  underwriting  guarantor,  makes  any  money  out  of 
any  other  member. 

Q.  Well,  of  course,  not  in  a  special  and  limited  sense,  but. 
in  another  sense  every  member  who  shares  in  the  profits  make-s 
money  by  reason  of  the  piirchases  which  are  made  and  the'  public 
offering  of  the  bonds,  because  the  profits  of  the  members  are 
deriveid  from  the  proceeds  of  the  sale,  is  ilot  that  so?  A.  No,  I 
don't  agree  with  you  at  all. 

Q.  Well,  please  state  what  your  view  is  of  the  matter?  A. 
Because,  as  I  told  you  just  before  we  adjourned,  by  the  term? 
of  the  offering  from  the  bankers  or  syndicate  managers  to  the 
subscribers  of  the  underwriting  syndicate,  it  has  already  been 
agreed  upon  between  the  subscribers  and-  they  subscribe  on 
that  basis,  or  they  would  not  be  allowed  to  subscribe  at  all; 
that  the  one  is  the  equivalent  of  the  other  absolutely. 

Q.  That  what  is  the  equivalent  of  what?  A.  The  bond,  in 
case  it  is  not  sold  by  the — not  purchased  by  the  public,  is  th^ 
equivalent  of  the  cash,  and  on  the  other  hand  the  compen- 
sation of  the  underwritings  as  agreed  in  advance  is  to  be  mad(* 
either  in  cash  or  bonds.  It  makes  no  difference.  They  have 
agreed  in  advance  that  one  is  the  equivalent  of  the  other,  so 
whether  the  bonds  are  sold  in  full  upon  the  market  or  not 
makes  no  difference  to  the  signers  of  that  syndicate '  paper- 
They  get  bonds  or  what  they  have  agreed  to  be  equivalent, 
and  the  profit  is  the  same,  and  it  does  not  make  any  differepce- 
I  know  that  inadvertently,  I  think  Mr.  Juilliard  answered 
your  question — yes,  I  saw  it  at  the  time- — I  think  Mr.  Juilliard 
was  in  error  at  that  time  and  I  think  so  still.  I  think  it  make.« 
no  matter  whatever,  in  theory  or  in  fact,  whether  the,  bonds 
are  sold  in  the  market  or  not.  If  the  public  does  not  take 
the  whole  of  those  bonds  they  come  back  in  the  distributed 
pro  rata,  and  even  if  the  value  had  not, been  agreed  upon  a^d 
fixed  and  settled  in  advance,  and  the  fact  that  the  syndicate 
managers   or   the   subscribers   of  the    syndicate   get   the   bonds 
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at  the  syndicate  price,  less  what  the  public  would  take  up,  a 
very  large  proportion  of  the  bonds,  certainly  indicates  they  ought 
to  be  worth,  in  this  case,  I  fancy  at  least  2^  per  cent,  less  if 
the  majority  of  any  issue  would  have  been  sold  and  paid  for  by 
the  public,  and  the  subscribers  in  any  case  would  get  their  bonds 
less  than  the  public  paid  for  a  very  large  proportion,  no  matter 
what  that  proportion  may  be. 

Q.  Let  us  take  this  Southern  Pacific  case  as  an  illustration 
without  characterization  or  argument,  and  let  us  get  at  just  what 
the  actual  practice  was,  and  then  see  what  deduction  can  properly 
be  derived  from  that.  A.  When  you  come  to  the  actual  facts, 
I  do  not  carry  them 

Q.  I  have  them  here,  and  let  me  suggest  them  to  you.  A.  I 
do  not  carry  them  in  my  head. 

Q.  In  the  first  place  you  got  on  account  of  your  subscrip- 
tion to  this  Southern  Pacific  Refunding  four's  syndicate  a  certain 
amount  of  money.  That  amount  of  money  was  yourpro  rata 
share  of  the  excess  realized  by  the  syndicate  managers  on  the 
public  sale  of  the  funds  over  and  above  the  amount  paid  by  the 
syndicate  managers  for  the  bonds,  and  certain  expenses  and 
agreed  compensation.    A.  I  fancy  that  is  a  correct  statement. 

Q.  The  moneys  that  were  divided  among  the  members  of  the 
syndicate  then  were  the  profits  that  the  syndicate  managers 
have  in  hand  for  distribution  as  a  result  of  the  public  sale? 
A.  Probably. 

Q.  One  of  the  purchases  from  the  syndicate  managers  was 
the  Mutual  Life  Insurance  Company?     A.  Very  well. 

Q.  And  the  Mutual  Life  bought  three  million  dollars  of  bonds 
at  96 J?    A.  Yes. 

Q.  A  great  many  other  people  bought  bonds  from  the  syn- 
dicate managers,  and  in  that  way,  out  of  the  proceeds  of  the 
sale  of  the  syndicate  managers  had  enough  to  pay  the  original 
cost  of  the  bonds  and  their  expenses  and  compensation  and 
something  over.  That  is  it,  is  it  not?  A.  Well,  what  is  the 
inference  you  want  to  draw  from  it  ? 

MK.  BECK:  Tou  omitted  one  fact,  and  that  is  that  the  issue 
was  very  largely  over-subscribed  by  the  public. 

ME.  HUGHES :     I  do  not  see  what  that  has  to  do  with  it. 

ME.  BECK:  It  is  essential  to  the  complete  history  of  the 
matter. 
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MR.  HO&HES:  As  a  fa«fc,  but  I  do  not  see  that  it  affects 
the  result  very  much. 

THE  WITNESS:  I  asked  what  inferenee  you  dta-w  from 
that. 

Q.  I  draw  the  inference  from  it  that  every  member  of  the 
syndicate  who  got  a  share  of  the  profits  that  Were  divided  by 
the  managers  was  enabled  to  get  that  share  by  reason  of  pur- 
chases from  the  syndicate  managers  and  the  supplying  to  the 
syndicate  managers  all  the  moneys  in  excess  of  the  cost  of  the 
bonds  which  were  thus  divided,  is  not  that  true  ?  A.  It  did  iiot 
make  a  button's  difference  in  this  case,  who.  bought  ihe  bond's. 
In  this  case,  as  Mr.  Beck  has  said,  the  bonds  were  largely  over- 
subscribed and  to  the  signers  of  the  syndicate  agreement  it  did 
not  make  any  difference  whether  they  were  brought  by  ihe  Mu- 
tual Life  or  Tom  Jones. 

Q.  You  mean,  if  the  Mutual  Life  had  not  purchased  them, 
somebody  else  would  have?    A.  Yes. 

Q.  Well,  We  may  suppose  in  a  successful  issue,  when  the  bonds 
are  largely  oversubscribed,  it  might  be  conceivably  the  case.  A. 
That  was  the  case  ijD  this  instance,  and  consequently  it  did  hot 
make  any  difference. 

Q.  That  is  what  you  mean  then?    A.    Yes,  sir. 

Q.  And  apart  from  what  might  have  been  done,  had  the  Mu- 
tual Life  not  bought  them,  the  fact  is,  that  the  Mutual  Life  did 
buy?  A.  Yes,  and  it  made  no  difference  to  the  other  subscribers 
to  the  syndicate,  as  I  say,  whether  the  Mutual  Life  bought  it  or 
somebody  else  bought  it. 

Q.  If  somebody  else  had  bought  just  as  much  as  the  Mutual 
Life  had  bought,  somebody  else  would  have  contributed  as  much 
of  the  moneys  to  be  divided  as  the  Mutual. life  contributed.  A. 
They  did  not  contribute  anything. 

ME.  BECK:  May  I  suggest  that  the  issue  was  so  laigely' over- 
subscribed that  if  the  Mutual  Life  had  not  bought  a  single  ."bond, 
the  profit  of  the  individual  members  would  have  been  just  as 
great.    Is  not  that  the  fact? 

THE  WITNESS :  That  is  what  I  mean  and  am  trying  to  ex- 
press. 

MR.  HUGHES :  I  understand  that  is  the  particukr  point  that 
is  made,  that  in  this  case  the  issue  was  so  greatly  in  excess  that 
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the  Mutual  Life  did  not  have  to  buy  any  bonds  in  order  to  make 
up  the  funds  for  division  thai;  others  would  have  if  they  had  not, 
and  I  am  calling  attention  to  the  fact  that  apapt  from  any  such 
hypothesis,  the  Mutual  life  was  one  of  the  purchasers  and  by  its 
purchase  contribute  to  the  fund  that  was  actually  divided. 

THE  WITISTESS :  And  it  bought  more,  too,  because  it  thought 
it  was  a  good  thing. 

ME.  BECK:  Is  this  the  paper  for  which  you  asked  me  this 
morning  ? 

ME.  HUGHES :  I  don't  know.    What  is  thisS 

ME.  BECK :  It  is  the  stenographer's  minutes.  Of  course,  you 
must  take  the  accuracy  of  the  stenographer.  I  assume  it  is 
accurate. 

ME.  HtJGHES :  I  will  assume  it  is  accurate. 

Q.  Without  going  through  this  list  that  you  have  furnished, 
let  me  ask  you  the  general  question  whether  or  not,  in  your  re- 
marks upon  the  various  syndicate  participations  of  your  own  you 
have  intended  in  any  way  to  contradict  or  modify  the  statements 
as  to  the  Mutual  Life's  transactions  contained  in  the  sheet  fur- 
nished by  the  company?    A.  Not  in  the  slightest  degree. 

Q.  So  that,  where  we  find  in  the  sheet  furnished  by  the  com- 
pany that  the  Mutual  Life  has  bought  any  bonds  or  withdrawn 
any  bond's,  we  are  to  take  that  as  accurate,  whatever  may  be  con- 
tinued in  your  memorandum  ?     A.  Undoubtedly. 

ME.  HUGHES :  Then,  in  order  to  save  time,  I  will  offer  this 
paper,  which  has  been  frequently  referred  to,  but  not  actually 
a  part  of  the  record,  to  wit.  Exhibit  60  for  identification,  in 
evidence. 

(The  paper  was  marked  Exhibit  50  in  evidence.) 

THE  WITNESS:  My  statement  was  made  by  ofiicials  in  the 
treasury  department,  and  I  assumed,  therefore,  that  it  corre- 
sponds. 

Q.  In  connection  with  the  Imperial  Japanese  Government  ii, 
the  first  series  in  which  the  Mutual  Life  bought  $3,890,000,  c-an 
you  tell  me  what  was  the  rate  of  the  syndicate  subscription?  A. 
Unless  it  is  on  my  memorandum  I  do  not  carry  it  in  my  head. 
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Q.  Well,  it  is  proper  to  assume  that  the  price,  when  the  bonds 
are  bought  from  the  syndicate  managers  upon  the  public  offering, 
is  higher  than  the  price  at  which  the  syndicate  subscription  is 
made?     A.  Yes. 

Q.  Now,  apart  from  the  syndicate  in  which  the  Mutual  Life  has 
participated  as  a  member,  and  you  have  participated  as  a  member, 
have  you  been  interested  in  any  syndicates  where  the  Mutual 
Life,  although  not  a  participant,  has  purchased  bonds  from  the 
syndicate  managers?     A.  Not  to  my  knowledge  or  recollection. 

Q.  In  preparing  the  data,  which  you  have  prepared  for  this 
examination  and  presented  here,  did  you  have  in  mind  such  cases 
as  that  so  that  they  would  be  embraced  if  they  existed?  A.  I 
gave  instructions  to  put  down  everything  that  I  was  interested 
in,  in  which  the  Mutual  Life  was  interested. 

Q.  Whether  as  a  participator  or  a  purchaser  ?  A.  I  so  under- 
stand it 

Q.  Did  the  Mutual  Life  some  time  ago  acquire  a  considerable 
amount  of  real  estate  in  Brooklyn?  A.  It  always  has  had  some, 
yes. 

Q.  But  it  did  acquire,  a  considerable  amount  of  real  estate 
through  foreclosure  sales?     A.  It  always  does. 

Q.  Does  it  hold  a  considerable  amount  to-day?  A.  Less,  I 
think,  than  it  did  at  some  times.     Mr.  Eichards  is  the  comptroller. 

MR  EIOHAUDS :   Only  one  piece. 

THE  WITNESS:  Mr.  Eichards  is  the  comptroller,  and  when 
you  come  to  bond  and  mortgage,  transactions  I  would  like  to  have 
you  ask  him. 

Q.  I  Avill  take  that  up  a  little  later.  Just  now  I  want  to  know 
if  a  few  years  ago  the  Mutual  Life  took  steps  to  dispose  of  its 
Brooklyn  property?     A.  It  certainly  did. 

Q.  What  were  those  steps?  A.  I  think  an  association  or  some- 
thing of  that  kind,  or  a  real  estate  holding  corporation  was  formed 
by  somebody,  not  by  the  Mutual  Life  or  by  any  one  interested  in 
it  directly  or  indirectly. 

Q.  What  was  the  name  of  the  corporation  ?  A.  I  do  not  recall 
it.     Do  you  know,  Mr.  Eichards? 

ME.  EICHAEDS:  It  was  called  the  Corporation  Liquidating 
Company. 

A.  The  property  was  sold  to  Mr.  Andrew  J.  Cohe,  and  be 
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transferred  it  to  the  Corporation  Liquidating  Company  of  wHich 
he  was  the  president. 

Q.  Had  you  any  interest  in  that  company  ?     A.  No,  sir. 

Q.  Had  any  officer  of  the  Mutual  Life  any  interest  in  it  so  far 
as  you  know  ?     A.  ISTot  so  far  as  I  know  or  believe. 

Q.  Was  it  a  corporation  or  association  of  individuals  entirely 
apart  from  any  persons  connected  with  the  Mutual  Life?  A. 
Absolutely. 

Q.  What  led  such  an  organization  of  independent  persons  to 
purchase  en  bloc  the  holdings  of  the  Mutual  Life  in  Brooklyn  ? 
A.  I  could  only  answer  inferentially.  Probably  the  fact  that  our 
reports  are  public  property  and  the  knowledge  of  the  fact  that  we 
held  a  good  deal  of  real  estate  there  might  induce  people  to  think 
that  if  it  was  to  be  had  at  a  good  price  under  one  management 
they  could  handle  it  so  as  to  make  money.  I  think  the  matter  was 
under  negotiation  for  a  good  long  time.  I  think  we  had  a  good 
deal  of  difficulty  in  bringing  those  people  to  terms,  did  we  not, 
Mr.  Eichards  ? 

ME.  EICHAEDS :  A  list  of  real  estate  in  Brooklyn  was  given 
to'  at  least  six  different  firms  there,  and  we  finally  accepted  the 
offer  from  the  best  bidder. 

THE  WITNESS :  All  this  property  of  ours  had  been  in  the 
hands  of  different  brokers  in  Brooklyn  for  some  time,  had  it  not  ? 
We  had  been  trying  to  get  rid  of  it,  hadn't  we  ? 

ME.  EICHAEDS:  Yes. 

Q.  What  I  wanted  to  ask  you  specially  about  was  whether,  so 
far  as  you  know,  any  officer  of  the  Mutual  Life  had  anything  to 
do  with  it  ?    A.  I  answer  that  unhesitatingly,  no. 

Q.  The  details  I  will  bring  out  a  little  later.  What  did  yovi 
know  about  the  acquisition  of  the  Bank  of  California,  Mr. 
MicCurdy?  A.  It  came  up  by  a  letter  from  Mr.  William  Bab- 
cock,  who  was  our  resident  trustee  in  California.  He  is  head  of 
the  firm  of  Babcock  &  Company,  which  are  one  of  the  largest 
coastwise  merchants  and  banking  houses  in  California  or  on  the 
Pacific  coast,  I  believe.  I  think  he  is  also,  if  not  vice-president, 
an  honorary  vice-president  of  the  Bank  of  California. 

Q.  Well,  what  investigation  did  you  personally  make  as  to  the 
propriety  of  that  purchase  and  as  to  the  price  at  which  the  stock 
was  obtained,  or  with  reference  to  the  question  whether  any  of 
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the  stocMiolders  of  the  Sank  of  California  were  realizing  a  profit 
at  the  expense  of  the  Mutual  Life?  A.  The  matter  was  very 
thoroughly  looked  into  by  the  treasury  department,  to  whom  the 
correspondence  was  turned  over  and  it  was  submitted  to  the 
Finance  Committee,  the  treasurer  and  assistant  treasurer,  Mr. 
Timpson  being  ex  offie:io  members  of  the  Finance  Committee,  but 
not  voting,  never  votings  The  ex  officio  members  of  the  Mutual 
Life  do  not  vote. 

Q.  Do  you  know  from'  whom  that  stock  was  purchased?  A. 
-No. 

Q.  Did  you  ever  know  ?    A.  I  never  did. 

Q.  Did  you  know  whether  or  not  Mr.  Babcock,  one  of  your 
trustees,  had  an  interest  in  it,  that  is,  a  selling  interest  in  the  stock 
which  was  sold  ?  A.  I  do  not  believe  anything  of  the  kind.  He 
is  too  honorable  a  man  to  do  anything  of  the  kind. 

Q.  And  nothing  which  would  justify  such  a  conclusion  has 
ever  been  brought  to  your  attention?  A.  Nothing,  and  I  should 
repudiate  it  if  it  was  seriously  brought  to  my  attention.  I  have 
known  Mr.  Babcock  for  a  great  nxany  years,,  and  I  do  not  know 
a  man  of  higher  character,  of  greater  purity  of  life  and  principle 
than  Mr.  William  Babcock,  of  San  Francisco. 

Q.  Well,  is  it  a  fact  that  the  stock  was  bought  by  the  Mutual 
Life  at  a  higher  price  than  the  price  at  which  it  was  offered  to 
the  stockholders  of  the  Bank  of  California  ?  A.  I  cannot  say.  I 
do  not — I  had  no  stock  in  the  Bank  of  California  aaid  don't  know 
anything  about  that  part  of  it.  Probably*  the  correspondence  with 
Mr.  Babcock  will  tell  the  whole  story,  it  is  on  file  in  the  company. 

Q'.  A  matter  has  been  brought  to  the  attention  of  the  committee 
as  follows :  That  in  case  of  the  loss  of  a  policy  a  bond  is  required 
by  your  company  against  a  claim  upon  the  original,  and  that  a 
bond  is  insisted  upon  from  some  particular  surety  company. 
Have  you  heard  anything  of  that  kind?  A.  I  don't  believe  it. 
No,  I  never  heard  of  it  and  don't  believe  it. 

Q.  Is  it  a  fact  tliat  a  bond  is  insisted  upon  in  case  of  the 
loss  of  the  policy  ?  A.  Undoubtedly.  It  is  so  with  every  corpora- 
tion, if  a  certificate  of  stock  is  lost  they  require  you  to  give  a 
bond  of  indemnity  against  the  original  instrument. 

Q.  Of  course,  a  policy  is  not  a  negotiable  instrument.  A.  No, 
but  it  can  be  transferred  by  assignment. 

Q.  With  the  consent  of  the  company  usually?  A.  I  never 
heard  of  that  being  asked.     It  is  nominal. 

Q.  But  it  is  a  condition?    A.  Yes. 
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Q.  But  apart  from  that  you  do  require  it?  A.  I  never  heard 
of  that  question  being  raised  or  the  consent  of  the  company 
being  asked  or  refused  in  any  way.     That^  is  merely  nominal. 

Q.  Do  you  require  a  surety  company  bond  ?  A.  I  don't  know. 
We  used. to  take  bonds,  I  believe,  from  any  reputable  person,  but 
nowadays  the  surety  company  bond  business  has  almost  entirely 
replaced  that.  But,  I  do  not  hesitate  to  say  we  would  take  the 
bond  from  any  responsible  company. 

Q.  You  do  not  require  them  to  go  to  any  special  surety  com- 
pany?   A.  Not  that  I  know  of. 

Q.  Has  the  Mutual  life  got  any  interest  in  any  surety  com- 
pany?   A.  I  think  not,  have  we,  Mr.  Timpson? 

MB.  TIMPSON:  Not  that  I  know  of. 

Q,  Have  you  any  interest  in  any  surety  company  ?  A.  Oh,  let 
me  see,,  I  believe  there  was  a  company  organized  within  a  year 
past,  a  casualty  company. 

Q.  The  Casualty  Company  of  America?  A.  I  believe  that  is 
the  name  of  it,  yes.     I  believe  I  subscribed  for  some  stock  in  it. 

Q.  A  number  of  the  officers  of  the  Mutual  Life  Insurance 
Company  are  interested  in  that  company,  are  they  not?  A.  No, 
not  that  I  know  of. 

Q.  Is  your  son  interested  in  it?  A,  I  think  he  has  some  stock 
interest,  have  you  not? 

ME.  KOBEET  H.  McCUEDY:  Yes. 

Q.:  Is  Mr.  Timpson  interested  in  it?    A.  Are  you? 

ME.  TIMPSON:  No,  sir,  he  is  not. 

Q.  Anybody  else  in  the  Mutual  Life  besides  yourself  and  your 
son?    A.  No. 
BY  ME.  COX: 

Q.  Does  that  company  vmte  bonds  ?  A.  I  don't  know,  that 
is  why  I  paused  a  moment  when  Mr.  Hughes  asked  me  the  ques- 
tion, and  the  question  went  through  my  ipind  whether  it  was 
fornied  or  not. 

ME.  EOBEET  H.  McCUEDY:  I  do  not  think  it  does  write 
bonds. 

ME.  COX:     It  dees  a  liability  business,  a  casualty  business? 

ME.  EOBEET  H.  McCUEDY:   Yes. 

Q.  Are  you  insured  in  the  Mutual  life?  A.  Yes. 
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Q.  To  what  amount?  A.  "Well,  I  could  not  count  over  my 
policies  exactly  from  the  Mutual  Life.  I  am  insured  generally, 
I  know,  and  most  of  my  insurance  is  in  the  Mutual  life,  some- 
thing over  two  himdred  thousand  dollars. 

Q.  Have  you  increased  your  insurance  from  time  to  time  ?  A. 
Yes. 

Q.  How  recently  have  you  insured  in  the  company  ?  A.  About 
five  years  ago  was  the  last  time. 

Q.  For  what  amount  did  you  then  take  insurance  ?  A.  I  took 
a  fifty  thousand  dollar  policy. 

Q.  What  premium  do  you  pay  upon  that  policy  ?  A.  I  do  not 
—  I  think  my  premiums  that  I  pay  —  most  of  my  premiums  are 
paid  up  and  have  been  paid  up  long  ago  in  full.  I  think  I  have 
only  got  two  policies  amounting  to  one  hundred  thousand  dollars 
that  I  have  taken  within  the  last  ten  or  fifteen  years  and  the 
premiums  on  those  are  in  the  neighborhood  of  about  nine  thousand 
dollars  a  year. 

Q.  In  order  that  we  may  have  exact  information  upon  that,  I 
would  like  to  have  a.  statement  from  you  personally  as  to  your 
own  insurance  in  the  Mtitual  Life,  and  I  would  ask  you,  as  presi- 
dent of  the  company,  to  furnish  the  Comniittee  a  statement  of  all 
policies  which  are  held  by  the  officers  of  the  company,  with  the 
amount  of  premiums  paid  and  how  they  are  paid. 

MK.  BECK:  We  have  it  here,  Mr.  Hughes.  (Producing, 
paper.) 

MR.  HUGHES:  The  statement  prodiiced  is  offered  in  evi- 
dence. 

(Paper  marked  Exhibit  ISTo.  286.) 

MR.  HUGHES :  As  the  subject  has  been  mentioned,  I  should 
say  that  it  would  be  proper  for  me  to  read  the  statement. 

MR.  BECK:  Yes,  I  wish  you  would. 

MR.  HUGHES  (reading) : 

STATEMENT  OE  POLICIES  01^  LIVES  OF 

EXECUTIVE  OFFICERS. 

Richard  A.  McCurdy,  President,  1858;  July  22,  Policy  No. 
20,647,  $5,000  Life;  paid  up;  premium,  $94;  annually. 

April  23,  1862,  Policy  No.  26,509,  $250,  changed  to  $1,057; 
payable  in  one  sum ;  paid  up. 
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THE  WITNESS:  That  was  an  annuity. 
MR  HUGHES :  I  will  read  that. 

Plan  Survivorship  annuity;  premium  changed  to  $375.57; 
single  premium. 

April  23,  1862,  Policy  No.  44,685,  amount  $1,000;  plan,  life 
paid  up ;  premium  $23.77 ;  payable  annually. 

March  17,  1866,  Policy  No.  44,686;  amount,  $1,000;  plan,  life 
paid  up ;  premium  $23.73  :  payable  annually. 

March  17,  1866,  Policy  No.  60,230 ;  amount,  $2,000 ;  plan,  life, 
ten  year;  paid  up;  premiuim  $96.96;  payable  annually. 

February  23,  1867;  Policy  No.  88,126;  amount,  $1,000;  plan, 
life  ten  year;  paid  up;  premium  $51.22;  payable  annually. 

October  8,  1868,  Policy  No.  88,127;  amount,  $1,000;  plan,  life 
ten  year;  paid  up;  premium,  $21.22;  payable  annually. 

October  8,  1868,  Policy  No.  88,128;  amount  $1,600;  plan,  life 
ten  years;  paid  up;  premium  $51.22;  payable  annually. 

October  8,  1868,  Policy  No.  95,570;  amount  $1,500;  plan,  life, 
ten  years;  paid  up;  preimiums  $76.83  annually. 

March  27,  1869,  Policy  No.  95,971;  amount,  $1,500;  plan,  life 
ten  year;  paid  up;  premium,  $73.86;  payable  annually. 

March  27,  1869,  No.  of  Policy,  107,000;  amount,  $5,000; 
plan,  life  ten  year;  paid  up;  premium,  $262;  payable  annually. 

February  1,  1870,  Policy  No.  145,000;  amount,  $2,000;  plan, 
life  ten  yeai-;  paid  up;  premium,  $112.48;  payable  annually. 

June  23,  1873,  Policy  No.  145,001;  amount  $3,000;  plan,  life 
ten  year;  paid  up;  premium,  $116.72;  payable  annually. 

June  23,  1873;  No.  of  Policy  145,002;  amount  $1,000;  plan, 
life  ten  year;  paid  up;  premium,  $56.24;  payable  annually. 

June  23,  1873;  No.  of  Policy  145,003;  amount,  $1,500;  plan, 
life  ten  year;  paid  up;  premium,  $84.36;  payable  annually. 

June  23,  1873;  Policy  No.  145,005;  amount  $1,500;  plan, 
ten  year;  paid  up;  premium,  $84.36;  payable  annually. 

June  23,  1873;  No.  of  Policy  145,004;  amount  $1,000;  plan, 
life  ten  year;  paid  up;  premium,  $56.24;  payable  annually. 

November  7,  1885;  No.  of  Policy  272,555;  amount,  $20,000; 
planj   life  ten  year;  paid  up;  premium,   $1,642;  payable  annu- 

ally. 

June  t,  1895;  No.  of  Policy  697,479;  amount,  $50,000;  plan, 
life;  premium,  $3,995;  payable  annually. 

November  11>  1897;  Policy  No.  861,803;  amount,  $50,652; 
plan,  life;  premium,  $5,254;  payable  annually. 

J3  -  --      - 
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MR.  BECK:  According  to  my  calculation,  that  amounts 
to  $150,204,  face  value,  to  whicli  the  additions,  I  presimie,  would 
bring  the  policy  at  its  present  value  at  least  to  the  $200,000  named 
by  the  witness; 

THE  WITNESS:  I  added  to  that  policies  in  other  companies 
I  am  insured  for  at  least  $50,000  in  other  companies. 

MR.  HUGHES:     How  much  did  you  make  that? 

MR.  BECK:     $150,209. 

MR.  HTJGrHES:  Proceeding  with  the  statement.  Exhibit' 
285,  Robert  A.  Granniss,  Vice-President.'  October  11,  1871, 
Policy  E'o.  125,406;  amount,  $5,000;  plan,  endowment,  35  years 
paid  up;  premium,  $122.90;  payable  annually.  March  14,  1879; 
Policy  No.  200,000;  amount,  $1,000;  plan,  life;  premium, 
$25.66;  payable  annually.  July  28,  1880;  Policy  No.  212,418; 
amount  $6,000;  plan,  life;  premium,  $159.66;  payable  anpually.: 
May  10,  1886,  Policy  No.  281,340;  amount,  $15^,000;  life;  five 
years'  premium,  $610.50;  payable  annually.  June  3,  1892;  No. 
of  Policy  500,000;  amount,  $15,000;  plan,  life;  ten  years;  pre- 
mium, $266.50;  payable  annually.  January  27,  1902;  Policy 
No.  1,206,700;  amount,  $10,000;  plan,  life;  premium,  $653.1o'; 
payable  annually. 

MR.  BECK:     The  total  is  $42,000,  if  you  want  it. 

MR.  HUGHES:  Just  take  that  statement  of  Mr.  Beck's, 
that  the  total  is  $42,000. 

Q.  What  is  Mr.  Granniss's  age?  A.  I  think  he  is  in  the 
neighborhood  of  64  or  65;  I  don't  recollect;  somewhere  along 
there. 

Q.  Frederick  Cromwell,  treasurer. 

January  4,  1877;  Policy  No.  1,846;  amount  $6,000;  plan,  life; 
premium,  $130.38;  payable  annually. 

July  3,  1885 ;  Policy  No.  266,238 ;  amount,  $10,000 ;  plan,  life ; 
ten  payment ;  five-year  distribution ;  paid  up ;  premium,  $636 ;  pay- 
able annually. 

July  21,  1887 ;  Policy  No.  304,242 ;  amount  $10,000 ;  plap,  life ; 
ten  payment;  ten-year  distribution;  paid  up;  premium,  $671;  pay- 
able annually. 

December  24,  1894,  Policy  No.  666,040;  amoimt,  $q0,000; 
plan,  life;  ten  payment  ten-year  distribution:  paid  up;  p:|'Qjnium, 
$5,076;  payable  annually.       -  ■ 
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MR.  BECK:  $86,000. 

MR.  HUGHES:  Walter  R.  Gillette,  vice-president. 

September  1,  1875;  Policy  No.  169,556;  amount,  $5,000;  plan 
life;  ten-payment  annual  dividend;  paid  up;  premium,  $139.45; 
semi-annually. 

October  25,  1879;  Policy  No.  206,553;  amount,  $290;  plan 
life;  paid  up;  premium,  $125.85;  single  premium. 

September  30,  1885;  Policy  No.  231,087;  amount,  $5,000; 
plan  life;  ten  payment  five-year  distribution;  paid  up;  premium, 
$354.50;  payable  annually. 

December  29,  1888:  Policy  No.  315,057;  araoimt,  $5,000  5 
plan  life;  twenty  payment  twenty-year  distribution;  premium, 
$264.50;  payable  annually. 

December  14,  1895;  Policy  No.  733,721;  araoimt,  $5,000; 
plan  life;  'twenty-year  distribution;  premium,  $324;  payable 
annually. 

Eebruary  21,  1900;  Policy  No.  1,025,139;  amount,  $426;  plan 
life;  paid-up,  plus. one-half  Policy  No.  733,721;  premium,  $736. 
single  premium. 

MR.  BECK:  The  total  is  $20,716. 

MR.  HUGHES:  Isaac  F.  Lloyd,  second  vice-president. 

February  25,  1868;  Policy  No.  77,982;  amount,  $6,000;  plan 
life;  annual  dividend;  premium,  $134.30;  payable  annually., 

November  9,  187-8-  Policy  No.  194,244;  amount,  $3,500;  plan 
life;  annual  dividend;  premium,  $124.27;  payable  annually. 

March  11,  1880,  Policy  No.  209.181;  amount,  $2,500;  plan,  life 
annual  dividend;  premium,  $77.40,  payable  anniially. 

MR.  BECK:     The  total  is  $12,000. 

MR.  HUGHES:  John  A.  Fonda,  third  vice-president. 

February  20,  1869,  Policy  No.  94,221;  amount,  $5,000;  plan, 
life  annual  dividend;  preriiium,   $88.95,  payable  annually. 

January  20,  1876,  Policy  No.  172,777;  amount,  $2,500;  plan, 
life  annual  dividend,  premium,  $54.33. 

December  19,  1881,  Policy  No.  225.850;  amount,  $5,000;  plan, 
life  annual  dividend;  premium,  $133.05,  payable  annually. 

;  March  16,  1889,  Policy  No.  353,400;  amount,  .$5,000;  plan,, 
life  twenty-payment  twenty-year   distribution;   premium,    $247, 
payable  annually. 
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March  16,  1881,  Policy  No.  353,402;  amount,  $5,000;  plan,  life 
twenty-payment  twenty-year  distribution;  premium,  $247,  pay- 
able annually. 

MR.  BECK:  The  total  is  $25,000. 

ME.  HUGHES:  Eobert  H.  McOurdy,  general  maiiagef. 

September  15,  1887,  Policy  No.  306,977 ;  amount,  $5,000 ;  plan, 
life  ten-year  paid-up  premium,  $230.50,  payable  annually. 

August  21,  1881,  Policy  No.  332,615;  amount,  $10,000*;  plan, 
life  twenty-year  distribution;  premium,  $305,  payable  annually. 

December  31,  1888,  Policy  No.  345,169;  amount,  $50,000; 
plan,  life  twenty-year  distribution;  premium,  $2,425,  payable 
annually. 

November  26,  1889,  Policy  No.  381,720;  amount,  $25,000; 
plan,  endowment  tWenty-year  paid-up;  premium,  $1,945,  payable 
annually. 

October  6,  1897,  policy  No.  855,474;  amount,  $50,000;  plan, 
endowment  twenty- year  ten-payment  twenty-year  distribution; 
premium,  $4,020,  payable  annually. 

MR.  BECK:  The  total  of  that  is  $140,000.  Mr.  Hughes,  I 
want  to  say  that  these  are  only  the  existing  policies. 

MR.  HUGHES:     I  was  going  to  ask  about. that. 

ME.  BECK:  Mr.  Robert  McCurdy  had  at  least  two  policies 
that  have  matured.     I  don't  know  as  to  the  others. 

BY  MR.  HUGHES: 

Q.  I  will  ask  you,  Mr.  McOurdy,  whether  talking  the  list  of 
your  own  policies  that  includes  policies  which  have  matured  or 
which  have  been  surrendered  or  in  any  w'ay  disposed^of  ?  A.  I 
don't  think  they  ever  surrendered  any  policies,  and  none  has  ever 
matured. 

Q.  So  that  is  a  complete  list,  so  far  as  you  are  concerned,  of 
all  your  insurance  in  the  compatiy?  A.  I  believe  so',  although 
T  have  not  verified  it. 

Q.  And  all  these  premiums  that  have  been  stated  here  have  been 
paid  in  cash?     A.  Undoubtedly. 

Q.  In  what  other  companies  are  your  other  policies,  Mr. 
McCurdy?     A.  I  have  no  objection  —  but   I   don't   knoXv   what 
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business  that  is  of  this  committee's  —  I  have  no  objection  to 
stating  it. 

Q.  If  yon  have  no  objection  the  committee  has  suggested  they 
want  to  know.  A.  Well,  I  don't  think  that  is  any  of  the  business 
of  the  committee.  However,  if  you  want  the  information,  you 
are  welcome  to  it. 

ME.  BEOK:  Mr.  Hughes,  I  am  sure  neither  you  nor  the  com- 
mittee will  press  that  question. 

THE  WITNESS:     I  have  no  objection. 

ME.  BECK:     All  right,  if  you  have  no  objection,  all  right. 

The  WITNESS:  I  think  I  have  a  policy  in  the  Equitable;  I 
have,  I  think,  two  in  the  Connecticut  Mutual;  I  think  I  have  got 
one  in  the  Washington,  and  —  I  think  that  is  about  all.  About 
$50,000  altogether. 

Q.  What  provision  is  made  for  the  traveling  expenses  of  offi- 
cers of  your  company?     A.  I  don't  know  that 

Q.  Is  any  allowance  made  for  traveling  expenses  or  do  they 
put  in  their  expenses  as  they  are  incurred?  A.  I  think  they  put 
th^in  in  as  they  are  incurred. 

Q.  Mention  was  made  the  other  day  by  you  of  Mr.  Archibald 
Waterhouse?     A.  Yes. 

Q.  When  did  he  die?  A.  Well,  a  few  years  ago;  I  couldn't 
tell  you  exactly,  I  think  about  five  years  ago. 

Q.  Do  you  recollect,  Mr.  Timpson? 

ME.  TIMPSOJST:     No,  sir;  two  or  three  years  ago. 

Q.  Who  is  Philip  Earley?  A.  He  is  —  well,  I  think  you  asked 
me  yesterday  who  succeeded  Mr.  Thebaud  in  the  special  agency 
department.  Mr.  Farley  succeeded  Mr.  Thebaud  in  the  special 
agency  department,  and  whether  he  still  retains  that  position  now 
I  don't  know,  but  he  travels  a  good  deal  for  the  company  on  various 
business. 

Q.  What  is  his  present  business  with  the  company?  A.  His 
present  business  —  it  may  be  that  he  still  retains  supervision  of 
the  special  agency  departinent;  that  I  am  not  sufficiently  familiar 
with.  As  I  said,  I  have  not  looked  into  the  agency  business  for 
some  years. 

Q.  Who  is  Mr.  Seymour?  A.  Mr.  Seymour  is  the  general 
manager  of  the  Mutual  life  Insurance  Company  for  the  Levant 
in  Paris. 
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Q.  "What  is  his  compensation?  A.  It  is  a  matter  of  percent- 
ages, I  fancy,  entirely. 

Q.  Do  you  know  what  they  are?    A.  No. 

Q.  Who  is  the  present  head  of  the  foreign  department  since 
Mr.  McGurdy's  retirement?    A.  Mr.  Duncan.    Henry  E.  Duncan. 

Q.  Is  he  in  New  York?    A.  He  is. 

Q.  He  is  conyersant,  I  suppose,  with  all  the  countries?  A. 
He  is  not  an  absentee. 

Q.  Well,  I  did  not  know  but  what  he  might  make  his  head- 
quarters abroad?    A.  No;  he  is  here. 

Q.  Have  you  the  data  which  I  asked  you  for  yesterday  with 
regard  to  the  Hide  &  Leather  Bank  or  haven't  you  had  time  to 
prepare  that? 

THE  WITNESS :  Mr.  Allen,  did  you  look  into  that,  the  Hide 
&  Leather  Bank? 

ME.  ALLEN :  I  didn't  get  a  memorandum  of  it  Mr.  McCurdy. 

THE  WITNESS :  Didn't  I  ask  you  to  get  that  for  me? 

MR.  ALLEN:  No,  sir,  Mr.  MoCurdy. 

MR.  McCURDY:  Well,  perhaps,  it  was  general.  If  I  have 
-not,  if  you  will  trust  me  until  the  next  meeting,  I  will  get  it  for 
you  then.     Will  you  make  a  memorandum? 

Q.  The  National  Surety  Company  is  a  tenant  of  the  Mutual 
Life,  is  it  not?  A.  The  National  Surety  Company,  yes,  certainly. 
No,  I  don't  think  there  is  such  a  company. 

MR.  TIMPSON :  The  National  Safe  Deposit  Company. 

THE  WITNESS:  I  think  you  are  thinking  of  the  National 
Safe  Deposit  Company. 

MR.  ALLEN :  There  is  a  national  surety  company  that  writes 
bonds  of  indemnity? 

ME.  HUGHES :     Well,  te  it  a  tenant  of  the  Mutual  Life  ? 
ME.  ALLEN:  No,  sir. 

ME.  BECK :  Mr.  Hughes,  we  make  that  statement  subject  to 
verification.  It  is  a  possible  thing  that  among  the  many  tenants 
it  might  be,  but  we  do  not  recall  it. 

Q.  The  National  Safe  Deposit  Company?  A.  I  wish,  by  the 
way,  if  I  may  be  allowed  to  interrupt  the  committee  some  of 
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these  people  have  got  this  memorandum  of  mine,  will  see  if  the 
National  Safe  Deposit  Company  is  on  the  list  or  not.  If  it  isn't 
there  it  has  been  omitted  by  inadvertence.  I  have  got  fifty  shares 
of  stock  in  it. 

Q.  You  refer  now  to  the  National  Safe  Deposit  Company.  Is 
that  on  my  list  ?    A.  I  don't  recoUect  whether  it  is  or  not. 

Q.  No,  that  is  not  on  your  list.  A.  Well,  that  list  must  have 
been  made  up  very  hastily  by  somebody;  it  ought  to  be  on  there. 

Q.  You  own  fifty  shares  of  stock?  I'ifty  shares  of  stock. 
I  wish  to  add  that  to  the  list  now. 

Q.  Do  any  other  officers  of  the  company,  so  far  as  you  know, 
own  stock  in  the  National  Safe  Deposit  Company?  A.  I  think 
very  few,  and  to  a  very  small  ext3..i. 

Q.  What  is  the  capitalization  of  that  company?  A.  I  think  it 
is  two  hundred  thousand  dollars. 

Q.  Two  hundred  thousand  dollars  ?  A.  Yes.  I  took  that  from 
a  sense  of  duty. 

Q.  Then  the  Mutual  Life  has  a  controlling  interest  in  that 
company,  I  find  that  it  has  1,155  shares  according  to  your  list. 
A.  Probably  it  has.  It  is  a  tenant  of  the  company  in  its  home 
office  here,  and  I  took  shares  simply  because  I  was  the  president 
of  the  company,  although  I  knew  it  would  be  a  very  long  time, 
and  so  advised  my  friends  before  it  would  be  remunerative. 

Q.  Well,  apparently,  it  pays  four  per  cent?  A.  I  believe  it 
does. 

Q.  And  the  shares  are  worth  about  par?  A.  About  par;  a 
little  over,  I  think. 

Q.  And  what  did  you  pay  for  those  ?    A.  I  paid  par. 

ME.  TIMPSON:  I  think  they  are  worth  more  than  par,  now, 
sir. 

THE  WITNESS:  I  say,  I  answered  Mr.  Hughes  that  they 
are  worth  more  than  par. 

MK.  TIMPSON:  We  carry  them  at  par,  but  they  are  worth 
more. 

THE  WITNESS:  He  was  asking  me  I  gave  par  for  them 
and  I  said  I  did. 

ME.  TIMPSON:    He  asked  whether  they  were  worth  par. 

THE  WITNESS:   And  I  answered  him  rather  more  than  par. 
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ME.  TIMPSOIST:  I  beg  your,  pardon. 

Q.  You  know  the  old  safe  deposit  company,  the  New  York, 
in  your  old  building  on  Broadway?  A.  The  old  safe  deposit 
company  ? 

Q.  Yes.    A.  Yes. 

Q.  Has  the  Mutual  Life  any  interest  in  that  ?    A.  No. 

Q.  Have  you  any  interest  in  it  ?    A.  No. 

Q.  Have  any  of  the  officers  of  your  company,  so  far  as  you 
know  ?    A.  Not  that  I  have  reason  to  believe. 

Q.  There  is  only  one  other  question  that  I  want  to  ask  you 
at  this  time,  Mr.  McCurdy,  and  that  is  this;  in  speaking  the 
other  day  about  campaign  contributions  I  didn't  put  this  question 
which  I  would  like  to  have  you  answer,  and  that  is,  whether  the 
Mutual  Life  has  ever  directly  or  indirectly  contributed  toward 
the  expense  of  the  campaign  of  any  candidate  for  judicial  office 
in  the  City  of  New  York.     A.  Oh,  no;  monstrous. 

Q.  What?    A.  Certainly  not. 

Q.  In  no  way  ?    A.  Oh,  I  can't  conceive  that  possible. 

Q.  Have  you  ever  been  solicited  by  the  agents  or  representa- 
tives of  any  political  parties  for  contributions?  A.  Probably, 
but  they  never  got  any. 

Q.  Well,  state  when  and  by  whom  you  have  been  solicited.  A. 
I  couldn't  state  at  the  present  time.  If  I  had  made  any  I  might 
recollect  it,  but  I  can't  recollect  it. 

Q.  Well,  you  have  been  solicited  for  contributions  when  you 
haven't  made  them?  A.  No,  I  don't  put  it  in  that  way.  I  say 
very  likely  I  have. 

Q.  Why  do  you  put  it  in  that  way?  A.  Well,  I  can't  deny 
the  fact  when  —  I  can't  absolutely  deny  it,  but  I  can  deny  that 
I  ever  made  any  contribution  whether  I  was  solicited  or  not. 

Q.  Well,  were  you  solicited  in  the  campaign  of  1904  for  con- 
tributions ?     A.  I  think  that  is  possible. 

Q.  Did  anyone  ask  you  for  contributions  from  the  Mutual  Life 
to  the  expeps.es  of  any  political  party  ?     A.  I  think  it  possible. 

Q.  Well,  who  did  ?     A.  I  can't  recall  at  the  present  time. 

Q.  Well,  for  what  party  or  parties?  A.  Well,  I  am  trying 
to  search  through  my  memory  and  see  if  I  can  fix  on  any  precise 
incident.  Well,  we  were  pretty  generally  solicited  to  subscribe 
for  political  purposes  about  that  time.  I  really,  as  Mr.  Granniss 
was  good  enough  to  say  on  one  occasion,  my  mind  is  a  blank. 
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Q.  Well,  you  , remember  something  alaout  it  certainly?  A. 
Well,  nothing  definite  at  all. 

Q.  Well,  were  you  solicited  by  both  parties,  the  Ifeading  parties  ? 
A.  Well,  personally,  I  don't  think  I  was  very  much. 

Q.  Well,  indirectly  or  impersonally  A.  Well,  the  questions 
are  so  very  vague,  and  my  memory  is  very  vague,  that  I  can't 
testify  with  any  accuracy  on  such  a  point  as  that.  The  thing  was 
in  the  air,  if  you  want  it^ 

Q.  Well,  in  the  air  in  what  sense,  that  it  was  recognized  by 
you  ?     A.  G-enerally  talked,  generally  talked. 

Q.  With  whom  ?  A.  Oh,  I  can't  imagine ;  anybody  and  every- 
body. 

Q.  Representing  both  parties?     A.  Proba:bly. 

Q.  That  is  your  best  recollection?  A.  That  is  my  best  rec- 
ollection. 

BY  CHAIRMAN  ARMSTRONG: 

Q.  Mr.  McCurdy,  were  you  present  last  fall,  at  any  time,  at 
a  conferelice  of  men  interested  in  insurance  companies,  at  which 
the  topic  of  campaign  contributions  was  discussed?  A.  Never 
directly. 

Q.  Were  you  ever  invited  to  such  a  conference  that  you  know 
of  ?     A.  Never  directly ;  not  that  I  recollect. 

Q.  Was  your  company  ever  invited  to  such  a  conference  to 
your  knowledge?     A.  Never  to  my  knowledge. 

MR.  HFGHES:     That  is  all  for  the  present. 

MR.  BECK:  Mr.  Hughes,  you  wanted  Mr.  McCurdy  to  bring 
the  explanation  with  reference  to  the  apartments  at  the  Grosvenor. 

MR.  HUGHES:  I  thought  Mr.  Richards  was  going  to  give 
the  details  of  it. 

MR.  BECK:     Mr.  Richards  has  the  details. 

MR.  HUGHES:  If  you  want  to  say  anything  on  that,  Mr. 
McCurdy,  I  am  perfectly  willing. 

A.  I  don't  know  as  I  have  anything  special  to  say,  except 
I  did  look  it  up,  and  I  find  instead  of  paying  thirty-six  or  thirty- 
eight  hundred  dollars,  as  I  said,  I  did  pay  rent,  I  find  I  paid  forty- 
five  hxmdred  dollars  a  year  for  my  apartments,  as  I  testified  before. 
My  weekly  bills  for  provender  for  Mrs.  McCurdy  and  myself  were 
on  my  direction  five  dollars  a  week  more  for  each  of  us,  or  ten 
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dollars  a  week  more  than  anybody  else  in  tlie  house  pays,  for 
which  I  got  no  equivalent,  except  the  satisfaction  of  feeling  that 
I  was  certainly  paying. 

EOBEET  H.  McCUEDY,  recalled,  testifies  as  follows: 

BY  ME.  HUGHES: 

Q.  A  moment  ago  a  statement  was  made  that  there  were  some 
policies  upon  your  life  issued  by  the  Mutual  Life  which  had 
matured  and  which  were  not  included  in  the  list  offered  in  evi- 
dence. Will  you  kindly  state  yourself  what  those  were?  A. 
They  were  two  endowment  policies  of  $5,000  each.  One  matured 
and  was  paid  to  me  about  six  or  seven  years  ago  and  the  other  five 
or  six  years  ago.  I  think  two  successive  years  I  received  endow- 
ment policies  paid  to  me. 

Q.  When  were  those  policies  taken  out?  A.  Well,  they  were 
taken  out  when  I  was  25  years  of  age;  they  are  fifteen-year  endow- 
ment policies.  The  first  one  was  paid  to  me  when  I  was  forty 
and  the  second, when  I  was  forty-one. 

Q.  About  what  did  you  get  upon  the  maturity  of  the  policies 
in  cash  ?     A.  I  don't  recollect. 

Q.  You  can  give  us  the  results,  I  suppose?  A.  !N"ear  on  to 
sixty-two,  three,  four  or  five  hundred  dollars,         I 

Q.  You  can  give  us  the  detail  of  that  ?     A.  Certainly. 

Q.  The  premium  and  the  amount  which  you  realize?  A. 
Certainly.     Mr.  Beck,  can  you  make  a  memorandum  for  me  ? 

ME.  BECK:  Yes,  I  will  make  a  memoraxidum. 

THE  WITNESS:  Of  the  two  endowment  policies  that  were 
paid  to  me. 

Q.  Now,  I  find  in  the  blotter  for  1904  that  on  Eebruary  29, 
1904,  you  received  as  general  manager  $1,500  for  traveling  ex- 
penses.    What  was  that  for  ?     A.  When  was  that,  Mr.  Hughes  ? 

Q.  February  29,  1904.     A.  Oh,  yes;  I  recollect  the  trip.    . 

Q.  Well,  what  was  that  trip  ?  A.  It  was  a  trip  that  I  took. 
I  went  to  Lexington,  Kentucky,  to  Memphis,  to  New  Orleans,  to 
Austin,  Texas,  to  Los  Angeles. 

Q.  How  long  a  trip  was  it?  A.  I  was  gone  about,  I  should 
say,  about  30  days,  I  should  think 

Q.  Now,  did  anybody  accompany  you  ?     A.  Yes. 

Q.  Who  ?  A.  The  president  of  the  company  and  my  wife  and 
my  mother. 
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Q.  Did  this  $1,500  cover  only  your  personal  expenses?  A. 
That  is  all. 

Q.  Or  the  expenses  of  the  party?     A.  My  personal  expenses. 

Q.  Not  the  president's  expenses  ?  A.  Not  the  president's  ex- 
penses. 

Q.  Nor  your  wife's  expenses.     A.  No. 

Q.  Or  your  mother's  expenses?     A.  No. 

Q.  $1,500  was  the  amount?     A.  Yes. 

Q.  Did  you  have  a  private  car  ?     A.  We  did. 

Q.  Did  your  father  and  mother  accompany  you  on  the  entire 
trip  ?     A.  Yes. 

Q.  What  was  the  purpose  of  the  trip  ?  The  object  in  my  going 
on  the  trip  was  to  visit  the  agencies  along  the  route  out  to  Cali- 
fornia. 

Q.  What  was  your  father's  object?  A.  His  object  was,  as  he 
has  testified  yesterday,  he  usually  goes  away  in  the  month  of 
March  and  he  went  to  California. 

Q.  Well,  did  you  go  anywhere  that  he  didn't  go  on  that  trip  ? 
A.  No;  I  did  not. 

Q.  And  you  visited  the  agencies  at  those  places  that  you  have 
mentioned?     A.  I  did. 

Q.  Now,  I  find  on  April  30,  1904,  that  you  were  paid  for  trav- 
eling expenses  $1,367.76.  A.  Well,  now,  possibly  I  have  got  the 
first — what  was  the  date  of  the  first  payment,  if  you  please  ? 

Q.  The  first  payment  was  February  29,  1904,  $1,500.  A. 
Now,  then 

Q.  The  next  one  is  April  30,  1904,  $1,367.76  ?  A.  Well,  the 
$1,367  was  probably  the  trip  to  California,  because,  as  I  recollect 
it,  I  went  in  March. 

Q.  What  was  the  other  $1,500?  A.  Why,  I  don't  recollect 
specifically,  except  that  I  have  taken  several  trips  out  West,  vis- 
ited agencies. 

Q.  Well,  did  you  take  an  extended  trip  in  January  or  Febru- 
ary, 1904,  and  another  extended  trip  in  March,  1904  ?  A.  I  went 
— I  think  in  1904  I  made  several  trips  among  the  agencies.  I 
made  several. 

Q.  How  much  of  the  time  were  you  absent  from  the  city  of 
New  York,  I  mean  apart  from  your  sleeping  in  Morristown,  New 
Jersey — how  much  of  the  time  were  you  absent  from  the  city  of 
New  York  from  the  1st  of  January,  1904,  to  the  1st  of  May, 
1904?     A.  It  is  my  impression  that  I  made  two  business  trips, 
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Mr.  Hughes.  1  went  all  through  the  middle  West,  Indianapolis, 
Cleveland,  Detroit,  starting  with  Toledo  and  Cleveland  and  De- 
troit, Chicago  and  all  those  places.  I  Inade  two  trips,  it  is  my 
impression.    I  then 

Q.  How  long  was  the  first  one  ?  A.  I  should  say  it  was  about 
three  weeks,  if  I  recollect. 

Q.  Did  any  one  accompany  you  on  that  trip  ?    A.  My  wife. 

Q.  Anybody  else  ?    A.  I  believe  she  had  a  maid. 

Q.  Any  other  person  ?    A.  'No. 

Q.  Did  you  have  a  private  car  ?    A.  I  did  not. 

Q.  Well,  please  explain  how  it  was  that  you  spent  $1,500  on  a 
trip  of  that  sort?  A.  I  haven't  got  the  details  of  the  trip,  nor 
do  I  recollect  how  many  days  I  was  gone,  Mr.  Hughes. 

Q.  Have  you  given  the  best  statement  you  can  about  that  ?  A. 
I  have.  I  have  travteled- — ^wheii  I  was  made  general  manager  of 
the  company  on  July  1,  1903,  I  naturally  wanted  to  acquaint  my- 
self with  the  agency  conditions  existing  hete  and  I  have  traveled 
a  good  deal. 

Q.  Well,  did  you  travel  in  1903  also?  A.  It  is  tny  impression 
I  traveled  in  the  fall  of  1903. 

MB.  ALLEN :   It  is  suggested  Mr.  Tatlock  went  with  you. 

THE  WITNESS:  Oh,  yes,  Tatlock;  I  forgot. 

Q.  Which  trip  ?    A.  On  one  trip. 

Q.  You  refer  to  whom  when  you  say  Mr.  Tatlock?  A.  Tat- 
lock, he  was  the  associate  actuary  of  the  company  at  the  time, 
and  we  went  together  on  business,  went  as  far  west  as  Denver. 

Q.  That  was  the  first  trip  ?  A.  I  have  really  forgotten  which 
trip. 

Q.  He  didn't  go  when  your  father  and  mother  went  and  your 
wife  went  with  you  ?    A.  JSTo. 

Q.  When  you  had  a  car  ?    A.  He  did  not. 

Q.  And  that  trip,  you  are  quite  clear,  was  in  March?  A.  It 
was  in  March,  as  I  recollect. 

Q.  Now,  the  other  trip  was  just  before  that  with  Mr.  Tatlock  ? 
A.  It  is  my  impression  that  that  trip  was  in^ — that  when  Tatlock 
and  I  went  off  together  that  it  was  in  the  fall  of  the  year. 

Q.  Then  that  is  a  different  occasion  from  this  ?  A.  Yce,  it  is  a 
different  occasion,  unless  that  was  paid  later.  I  really  don't  know 
what  trip  that  was. 

Q.  This  is  February  29,  1904.     A.  Yes. 
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Q.  Now  take  such  time  as  you  desire  to  recall  that  to  your 
■memory,  hut  I  should  like  to  have  what  recollection  you  have  as 
to  the  trip  and  the  time  when  it  was  taken?  A.  Why,  I  really 
can't  say,  Mr.  Hughes,  it  is  very  easy  for  me  to  give  you  all  the 
information  you  want  on  that  suhject,  but  ofEhand,  as  I  say,  I 
have  traveled  a  good  deal. 

Q.  Very  good.  A.  I  have  visited  these  agencies  in  the  last 
year  and  a  half. 

Q.  iTow,  I  call  your  attention  to  another  entry  in  the  blotter 
under  date  of  October  26,  1904,  $1,000  paid  to  you  for  traveling 
expenses.  "What  was  that  for?  A,  I  take  it  that  was  for  travel- 
ing expenses,  Mr.  Hughes. 

Q.  Well,  I  know,  but  traveling  where  ?  A.  Well,  I  really  can't 
recall  the  sequence  in  which  thes  trips  were  that  I  have  taken 
occurred.  As  I  say,  when  I  was  made  general  manager  I  was 
not  familiar  with  the  agency  conditions  and  I  have  traveled  a 
great  deal  since  then;  I  have  made  quite  a  number  of  trips. 

Q.  Well,  this  was  only  in  1904,  last  year?  A.  1904,  yes.  Let's 
see 

Q.  Well,  now  can't  you  give  me  some  idea  of  the  trips  that 
you  made  in  that  year?  A.  I  can't  recollect  the  particular  places 
that  I  wi  't  to,  no. 

ME.  BKCK :  Mr.  Hughes,  I  am  inclined  to  think  that  the  wit- 
ness if  given  an  opportunity  to  consult  the  data  in  his  oJB&ce  can 
give  you  far  more  accurate  information. 

THE  WITNESS :  I  can  give  you  the  information,  if  you  want 
it,  of  every  place  I  have  been. 

MR.  BECK:  Would  it  not  be  better  to  let  him'  consult  any 
data  he  has? 

ME.  HUGHES:  I  should  be  very  glad  to  have  him  and  I 
hope  he  will  take  the  opportunity,  and  give  us  more  full  and 
complete  information,  but  I  should  think  we  could  get  at  least 
a  general  idea  of  what  was  done  last  year  in  the  way  of  traveling. 
If  the  vntness  says  he  can't  give  it,  of  course  he  can't. 

ME.  BEOK:  I  think  you  would  be  puzzled  to  tell  where  you 
were  in  October. 

ME.  HUGHES:    No;  I  think  I  could  tell  you  with  great  ease. 

MK.  BEOK:  Well,  perhaps. , 
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Q.  I  find  under  date  of  January  31,  1903,  an  entry  of  travel- 
ing, John  Monroe  &  Company,  $4,060.98.  Who  is  John  Monroe 
&  Company?    A.  John  Monroe  &  Company? 

Q.  Yes.    Are  they  not  foreign  bankers?    A.  Yes. 

Q.  Well,  that  amount  would  apparently  be  for  a  letter  of 
credit  for  moneys  obtained  from  foreign  bankers  in  relation  to 
some  traveling  abroad,  if  it  has  any  relation  to  traveling.  Do 
you  knov7  anything  about  it?  A.  I  don't  know  anything  what- 
ever about  it. 

Q.  Nothing  to  do  with  your  matter  at  all?  A.  I  was  not 
abroad  that  year,  I  know  nothing  about  it. 

Q.  When  did  you  become  general  manager,  Mr.  McCurdy? 
A.  July  1,  1903. 

Q.  Did  you  do  any  traveling  during  the  last  six  months  of 
1903  for  the  company?    A.  It  is  my  i^ipression  I  did. 

Q.  Do  you  have  any  recollection  as  to  w'hat  trips  you  took?  A. 
I  think  I  went  down  to  Providence  and  Boston  and  Manchester, 
and  some  of  those  eastern  agencies. 

Q.  Did  you  make  any  Western  trip?  A.  I  think  I  went  out  to 
Chicago,  for  one. 

Q.  Was  there  anyone  else  who  was  traveling  on  the  business 
of  selecting  the  agencies  besides  yourself  ?  A.  When  we  went 
out  to  Chicago,  it  was  to  attend  an  agents'  convention,  and  Mr. 
Charlton  T.  Lewis  went  along,  and  Dr.  Gillette,  I  think. 

Q.  When  was  that,  as  nearly  as  you  can  recall  ?  A.  That  was 
— I  should  say  it  was  December,  1903,  or  about  that. 

Q.  December,  1903  ?     A.  That  is  my  impression. 

Q.  How  long  a  trip  was  that?  A.  We  were  in  Chicago  two 
or  three  days. 

Q.  Did  you  make  any  other  trip  besides  that?  A.  Not  on 
that.     We  went  to  Chicago  and  came  back. 

Q.  Well,  did  you  make  any  other  trip  for  the  company  at  that 
time,  that  is,  in  December,  1903  ?     A.  I  think  not. 

Q.  And  was  that  the  first  trip  aside  from  the  Boston  trip?  A. 
I  believe  so,  as  near  as  I  can  recollect. 

Q.  That  would  appear  to  be  covered  by  this  amount  of  five 
hundred  dollars  of  December  30,  1903,  which  has  a  note  opposite 
of  $327,  returned  December  31st.  What  is  the  C.  B.  ?  A. .  Mr. 
Gertsinger,  can  you  explain  that  entry?  What  is,  "Ketumed 
O.  B." 
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MR  GERTSINGER:  Whj,  you  returned  $327,  and  it  went 
through  our  cash  books  at  the  home  office. 

Q.  So  that  appears  that  you  withdrew  $500  for  your  expenses 
and  returned  $327  ?     A.  Yes,  sir. 

MR  GERTSINGER:  Returned  $327. 

Q.  So  that  there  was  no  traveling  really  to  amount  to  any- 
thing in  1903  ?     A.  Not  as  I  recollect  it,  no. 

Q.  ~Haw,  we  find  in  1904,  the  three  amounts  amounting  to 
aboiit  $3,800,  and  if  you  can  make  a  statement  now,  regarding 
what  trips,  I  would  be  glad  to  have  you  do  so.  A.  Now,  I  can 
tell  you  in  a  general  way,  Mr.  Hughes.  I  took  one  trip,  went  as 
far  west  as  Kansas  City — Denver,  Kansas  City  and  Denver,  St. 
Louis.  And  another  trip  I  took  was  the  trip  I  referred  to  starting 
along  on  the  Lake  Shore  and  going  west  to  Chicago,  and  then 
down  to  some  of  those  Western  towns,  Indianapolis,  Cleveland 
and  Columbus,  and  Springfield,  Illinois,  and  around  in  that 
section  of  the  country.  Those  are  two  trips,  and  then  the  trip 
when  I  went  to  California  in  the  spmig. 

Q.  Those  were  the  three  trips  ?  A.  Those  were  the  three  trips, 
as  I  recollect. 

Q.  And  those  were  the  only  trips  ?  A.  As  far  as  I  can  recollect 
they  were. 

Q.  Now,  the  first  of  the  trips  was  when  you  were  accompanied 
by  your  wife  and  a  maid,  and  also  Mr.  Tatlock  went  with  you  ? 
A.  No,  I  should  say  that  trip — I  should  say  that  trip  was  in  the 
fall  of  1904.  The  trip  that  you  refer  to  was  the  trip  that  took 
place  about  in  January,  somewhere  along  there,  as  I  recollect. 

Q.  Well,  who  went  with  you  then  ?  A.  I  say  tliere  was  one 
trip — I  will  call  it  the  central  western  trip,  when  I  was  accom- 
panied by  my  wife ;  she  had  a  maid  with  her. 

Q.  Mr.  L.  Tatlock  was  not  with  you  then?  A.  Tatlock  was 
not  along. 

Q.  And  when  was  that?  A.  That  was,  judging  by  this  entry 
here,  it  was  somewhere  along  about  midwinter,  I  should  say,  I 
have  forgotten  the  date. 

Q.  About  January  or  February,  1904?  A,  I  should  judge 
about  that.     I  have  forgotten  really. 

Q.  And  that  was  about  a  three  weeks'  trip  ?  A.  Three  or  foui 
weeks,  I  should  think,  we  were  gone. 

Q.  Then  the  next  trip  was  the  California  trip  with  your  father  ? 
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A.  I  stould  say  so,  yes. 

Q.  That  was  in  March  ?     A.  That  was  in  March. 

Q.  About  thirty  days  ?  A.  It  is  my  impression  I  was  gone 
about  thirty  days. 

Q.  And  did  he  come  back  with  you?  A.  He  did.  He  was 
taken  sick  with  gout,  an  attack  of  gout  in  Los  Angeles,  and  that 
trip  was  cut  short;  I  had  intended  leaving  him  in  Southern 
California,  and  I  had  intended  going  on  up  to  San  Erancisco  and 
Portland  and  taking  a  general  trip  around  through  the  north- 
west, and  coming  home  that  way,  visiting  the  northwestern 
agencies.  My  father  was  taken  sick  with  the  gout  when  we  got 
to  Passadena,  he  got  as  far  as  Los  Angeles,  and  there  he  was  sick- 
in  bed  for  two  weeks,  and  I  had  to  come  home  with  them. 

Q.  Then  the  third  trip  was  in  the  fall  of  the  year,  or  the  early 
fall  ?     A.  Yes,  the  trip  we  went  through 

Q.  Who  were  with  you  on  the  third  trip  ?  A.  Tatlock  and  my 
wife,  who  always  travels  with  me. 

Q.  Well,  do  these  vouchers  for  your  expenses  include  your 
wife's  expenses?     A.  They  do  not;  they  never  have. 

Q.  Only  your  personal  expenses?  A.  Only  my  personal  ex- 
penses. 

Q.  Can  you  explain  how  it  is  that  the  amount  is  so  large  ?  A. 
I  really  didn't  know  that  it  was  large,  Mr.  Hughes.  As  I  say, 
I  can't  give  you  the  exact  number  of  days  I  was  gone. 

Q.  Well,  you  can  give  that  to  me  later  ?  A.  Oh,  I  was  travel- 
ing repeatedly. 

Q.  Have  there  been  any  trips  this  year,  1905?  A.  I  went 
down  in  the  spring  with  my  father  to  Florida. 

Q.  And  how  long  were  you  gone  ?  A.  Well,  we  had  about  the 
same  experience  there.  He  was  taken  sick  with  gout  there  also, 
and  he  was  sick  for  a  couple  of  weeks  there. 

Q.  Well,  was  that  a  business  trip  in  any  way?  A.  I  wasn't 
able  to  make  it  so,  no;  I  didn't  see  any  agents. 

Q.  Then  there  was  no  payment  by  the  company  in  that  case? 
A.  I  should  say  not. 

Q.  Has  there  been  any  trip  which  you  have  taken  this  year  for 
which  the  company  has  paid?  A.  The  company,  so  far  as  this 
year,  has  paid  me,  my  impression  is  $298  to  reimburse  me  for 
some  entertainment  which  I  had  in  Paris ;  I  had  all  our  European 
managers  come  to  Paris  to  meet  me.  I  went  over  on  my  vacation, 
my  holiday. 
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Q.  You  mean  this  summer?  A.  This  summer,  and  some  six- 
teen or  seventeen  of  those  gentlemen  met  me  in  Paris  and  I  gave 
them  an  entertaiment,  dinner,  a  couple  of  dinners.  I  think  the 
whole  thing  was  $299,  if  I  recollect  right. 

Q.  That  is  all  that  you  have  had  this  year  ?     A.  That  is  all,  sir. 

Q.  For  disbursements,  outside  of  your  regular  compensation? 
A.  Yes,  sir. 

Q.  Is  any  other  person,  or  are  there  any  other  persons,  charged 
with  the  duty  of  inspecting  agencies  in  the  United  States?  A. 
Yes. 

Q.  Who  are  they  ?  A.  There  is,  in  the  first  place,  Mr.  Dexter, 
the  superintendent  of  domestic  agencies,  makes  trips  of  inspec- 
tion; then  he  has  under  him  some  three  or  four  agency  super- 
visors, I  think  they  are  called;  they  travel  around;  it  is  their  duty 
to  inspect  agencies. 

Q.  Why  haven't  you  made  any  trips  to  inspect  agencies  this 
year  ?  A.  Why,  I  really  don't  know.  I  have  seen  a  great  many 
of  the  agents  here  in  New  York;  it  didn't  seem  necessary. 

Q.  Why  was  it  necessary  last  year?  A.  Because,  as  I  said, 
when  I  was  made  general  manager  of  the  company  I  was  not 
familiar  with  these  agents  here  and  I  wanted  to  go  out  and  have 
a  look  at  them  for  myself. 

MR.  HUGHES:     That  is  all  for  the  present,  Mr.  McCurdy. 

WILLIAM  W.  EIOHAEDS,  called  as  a  witness,  being  duly 
sworn,  testifies  as  follows: 

BY  ME.  HUGHES: 

Q.  What  is  your  occupation,  Mr.  Eichards?  A.  I  am  comp- 
troller of  the  company. 

Q.  And  what  do  actually  do  as  comptroller?  A.  Why,  some 
of  the  duties  are  defined  in  the  by-laws  as  attending  to  the  bond 
and  mortgage  loans  and  looking  after  the  foreclosed  real  estate. 

THE  CHAIEMAlSr:  A  little  louder. 

THE  WITNESS:  Eoreclosed  real  estate  and  bond  and  mort- 
gage loans. 

Q.  Well,  did  you  also  look  after  the  real  estate  owned  by  the 
company?     A.  I  do  not. 

Q.  Who  does  that  ?  A.  That  is  in  the  hands  of  the  third  vice- 
president,  Mr,  Eonda. 
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Q.  What  do  you  have  to  do  with  real  estate  which  has  been 
taken  on  foreclosure?  A.  Well,  rent  it  to  the  best  advantage 
while  we  have  it  and  sell  it  as  soon  as  we  can  at  a  profit. 

Q.  What  properties  have  you  now  under  your  control  or  mah- 
agement?  A.  Well,  we  have  92  properties,  I  think  that  is  the 
accurate  number. 

Q.  That  is  under  your  management  ?     A.  Yes. 

Q.  How  many  of  those  properties  are  in  the  State  of  'New 
York  ?  A.  Well,  I  shoxild  have  to  make  a  guess  at  that  and  say 
fifty  perhaps,  or  sixty.  I  haven't  got  them  divided  up  in  any  way 
locally. 

Q.  Do  you  include  the  home  oifice  building?     A.  ISTo,  sir. 

Q.  That  is  not  in  your  department  at  all  ?  A.  No  office  build- 
ings are  in  my  department. 

Q.  How  many  properties  have  you  in  the  city  of  New  York 
within  your  jurisdiction?     A.  Two. 

Q.  What  are  they?  A.  One  is  the  G-rosvenor,  northeast  cor- 
ner of  Fifth  Avenue  and  Tenth  Street,  the  other  is  a  business 
building  on  the  southeast  corner  of  Prince  and  South  Fifth  Ave- 
nue, or  West  Broadway,  as  it  is  called. 

Q.  Have  you  a  statement  here  which  will  show  the  cost  to  the 
company  of  the  Grosvenor,  the  amount  expended  upon  it  and  the 
rentals  received  from  it?  A.  JSTb.  We  carry  these  buildings — 
they  have  all  been  marked  down,  those  that  we  have  held .  any 
time  and  have  not  been  able  to  sell  have  been  marked  down  so 
we  carry  them  in  the  assets  at  a  different  figure  than  the  cost. 

Q.  Well,  I  would  like  to  get  at  the  original  cost  of  them 
to  the  company?  A.  That  we  can  furnish  yoxi  in  any  individual 
case. 

Q.  What  data  have  you  here  as  to  the  Grosvenor?  A.  I  can 
tell  you  from  memory. 

Q.  Very  well,  go  on.  A.  The  Grosvenor  is  in  our  assets  at 
$305,000;  it  is  a  plot  85  feet  front  on  Fifth  Avenue  and  80  feet 
on  10th  Street.  It  is  in  the  hands  of  a  manager  who  received 
a  salary  of  $1,800  and  a  percentage  on  all  he  turns  into  the  com- 
pany above  $20,000.     It  pays  us  about  4  per  cent. 

Q.  That  is  what  percentage  ?  A.  10  per  cent,  over  and  above 
the  $20,000.     It  pays  us  about  4  per  cent,  on  the  $305,000. 

Q.  How  much  does  the  manager  get?     A.  $1,800. 

Q.  I  know  the  rate  of  compensation,  but  how  much  money 
did  he  get  last  year?  A.  That  I  can't  tell.  Mr.  Brown,  do  yon 
remember  that?     I  haven't  looked  up  these  details,  Mr.  Huffhes. 
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MR.  BROWN:     About  $2,500. 

Q.  What  were  the  circumstances  under  which  the  Mutual 
Life  acquired  title  to  that  property?  A.  Well,  we  made  a  loan 
a  great  many  years  ago,  before  I  had  anything  to  do  with  it,  to  a 
Mr.  Cottonay.  I  think  originally  it  was  a  private  house  and  a 
stable,  and  he  altered  it,  perhaps  before  he  made  the  loan — that 
I  am  not  sure  about — into  an  apartment  building,  building  up  a 
new  building  on  the  portion  where  the  stable  was  and  altering 
the  private  house  into  an  apartment,  and  it  has  been  an  apartment, 
hotel  practically  ever  since  then.  That  was  before  we  owned  it, 
and  we  have  owned  it  some — guessing  at  it — twenty  years.  But 
the  location  there  has  been  in  a  sort  of  changing,  transition  state  ■ 
nobody  knows  what  to  put  up  there;  if  you  are  going  to  improve 
a  piece  of  ground,  you  wouldn't  know  whether  to  put  up  an  apart- 
ment building  or  warehouse  or  what. 

Q.  Go  on.  A.  Well,  there  is  nothing  further  to  add,  ex- 
cept to  say  that  the  property  is  for  sale  to  anybody  who  wants 
to  buy  it. 

Q.  Well,  what  was  the  loan  that  the  Mutual  made  upon  it? 
A.  Well,  that  I  don't  recall. 

Q.  Well,  approximately?  A.  Well,  I  couldn't  tell  you,  Mr. 
Hughes. 

Q.  When  was  the  loan  made?  A.  Oh,  I  think  it  was  made 
perhaps  25  years  ago,  before  I  knew  nothing  about  it.  It  has  al- 
ways been  in  the  real  estate  account  since  my  day,  so  I  really 
have  no  knowledge  as  to  the  loan,  the  amount  of  it. 

Q.  Well,  don't  you  know  approximately  what  that  property 
has  really  cost  the  company?  A.  I  do  not  know.  I  shouldn't 
want  to — 1  might — 

Q.  Oh,  I  don't  want  you  to  guess,  but  if  you  could  make 
a  statement,  subject  to  correction,  I  would  be  glad  to  have  it? 
A.  Well,  I  should  make  a  guess  $500,000,  but  I  am  making  sim- 
ply a  guess. 

Q.  And  the  net  amount  received  by  the  company  from  it  is 
in  the  neighborhood  of  $12,000? 

THE  WITISTESS:  Is  that  right? 

MR.  Beck:  Yes,  4  per  cent. 

Q.  4  per  cent,  on  $305,000?  A.  Yes,  4  per  cent,  on  that 
amount. 
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Q.  Tliat  is  about  the  net  rental.  The  gross  rentals  derived 
from  the  property  are  what?  A.  Well,  they  vary,  you  know. 
There  are  apartments  there  rented — 

Q.  Have  you  a  statement  here  of  the  apartments  and  the  rents? 
A.  Ko,  I  have  not. 

Q.  You  can  furnish  a  statement  about  that  property.  What 
we  should  like  to  know  is  the  amount  loaned,  to  whom  the  loan 
was  made,  when  it  was  foreclosed,  and  what  amounts  have  been 
expended  upon  the  property  since,  showing  the  total  cost  to  the 
company  of  the  property  and  the  gross  receipts  from  it,  and  the 
net  amount  realized  by  the  company.  A.  You  mean  the  gross 
receipts  during  the  time  we  have  owned  it? 

Q.  Yes.  That  is  in  annual  periods,  of  course.  I  don't  want 
a  bulk  statement.  A.  You  see  it  is  a  long  time.  That  is  the 
reason  I  asked  it. 

Q.  If  you  will  give  me  the  cost  and  and  the  amount  laid  out 
upon  the  property  to  date,  you  can  confine  your  statement  as 
to  the  income  from  its  gross  and  net  to  the  last  five  years. 
What  is  the  other  property  you  have  spoken  of  on  Prince  Street 
and  West  Broadway?  A.  That  is  a  business,  store  and  loft  prop- 
erty, as  it  might  be  called.  , 

Q.  How  was  that  acquired  by  the  company?  A.  That  was 
acquired  by  foreclosure,  about,  I  should  think,  last  :^vinter  some 
time. 

Q.  What  was  the  amount  of  the  loan?  A.  It  cost  us  about 
$138,000;  I  have  forgotten  whether  the  loan  was  $135,000,  it 
was  in  that  neighborhood. 

Q.  And  does  $138,000  represent  the  total  cost,  including  the 
amount  laid  out?     A.  Yes. 

Q.  At  what  amount  is  the  property  carried  as  an  asset? 
A.  We  have  not  made  any  change  there  at  all. 

Q.  Is  it  carried  at  cost     A.  Yes. 

Q.  What  is  the  income  from  that  property?  A.  Well,  we 
are  just  nbout — when  we  rent  the  lower  floor  and  the  base- 
ment my  recollection  is  we  shall  receive  about  ten  per  cent,  net 
on  it.    I  would  like  to  verify  that. 

Q.  Why  do  you  say,  "  when  we  rent  the  lower  floor  "  ?  A. 
Because  the  lower  floor  was  not  rented  the  last  statement  I  had 
made  up,  but  there  was  a  tenant  about  to  take  it,  it  was  in  pros- 
pect of  being  rented. 

Q.  You  have  owned  that  about  a  year?  A.  Well,  approxi- 
mately. 
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Q.  And  during  that  year  it  has  not  been  fully  rented?  A. 
Foreclosed  real  estate  never  is.  You  have  to  take  about  six 
months  to  fix  it. 

Q.  I  understand,  but  you  are  not  yet  in  a  position  to  make  a 
statement  showing  the  real  value  of  the  property?  A.  I  can  say 
now  it  has  paid  us  not  less  than  five  per  ceiit.  without  the  lower 
floor  and  basement. 

Q.  ISTow,  what  properties  in  Brooklyn  are  in  your  control  or 
management?     A.  We  have  only  one  property  there. 

Q.  "What  is  that?     A.  It  is  called  the  Universal  Building. 

Q.  Is  that  the  old  Liebman  Building?     A.  Yes. 

Q.  When  did  you  get  that?  A.  I  have  got  to  make  a  guess  at 
that.     Perhaps  ten  years  ago,  perhaps  six  or  eight  years  ago. 

Q.  What  was  the  amount  of  the  loan?  We  had  an  amount 
of  $250,000  on  that  and  sotne  other  property.  A  portion  of  the 
property  was  sold  and  we  released  it  and  obtained,  I  think  it  was 
$110,000  as  a  consideration  for  the  release  and  that  left  a  bal- 
ance of  $140,000,  speaking  from  nlemory,  which  is  the  present 
amount  of  the  cost  of  the  property  plus  aiiy  interfest  and  taxes, 
and  deducting  any  rent.  It  is  noW  rented  for  $5,000  a  year,  I 
think  it  is. 

Q.  Through  whom  was  that  loan  obtained?  A.  I  think  the 
J.iebmans  made  the  application  direct  to  the  company.  Mr.  Sey- 
mour L.  Husted  was  the  Brooklyn  representative  of  our  finance 
committee  at  the  time,  I  recollect. 

Q.  Is  there  any  agent  or  broker  who  particularly  secured  loans 
upon  the  Brooklyn  real  estate  from  the  Mutual  Life  Insurance 
Company?     A.  jN^ot  that  I  know  of. 

Q.  And  neA'er  has  been?     A.  No. 

Q.  And  you  didn't  know  of  any  intermediary  between  the  com- 
pany and  Liebman?     A.  Oh,  no,  I  never  heard  of  him. 

Q.  The  amount  which  that  property  is  carried  on  the  books  of 
the  company  as  an  asset  is  what?  A.  I  think  we  marked  that 
down  to  about  $105,000;  Mr.  Bl'own,  is  that  right? 

MR.  BEOWN:  $100,000. 

Q.  $100,000?     A.  $100,000  or  $105,000,  it  is  about  that. 

Q.  And  the  net  income  is  what?  A.  It  is  very  small;  the 
$5,000  about  pays  taxes.    I  do  not  think  it  is  more  than  that. 

Q^  And  there  is  no  net  income  from  the  property?  A.  No, 
very  little. 

Q.  At  what  basis  do  you  carry  it  at  $100,000?     A.  We  marked 
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It  down  from  $140,000  to  $100,000  and  have  liad  the  property 
appraised  by  the  Chauncey  Company  over  there,  and  I  think  by 
Mr.  Martin  Just,  and  my  recollection  is  that  their  figures  justified 
putting  it  at  that  figure.  I  tnow  the  Chauncey  Real  Estate  Com- 
pany when  they  appraised  it  placed  it  at  more  than  that. 

Q.  I  asked  Mri  Eichard  A.  McCurdy  some  time  ago  with  re- 
gard to  real  estate  of  the  company  in  Brooklyn,  which  it  had 
disposed  of  some  years  ago.  I  understand  you  can  give  the  full 
history  of  that  matter,  and  I  should  like  to  have  you  do  so.  A. 
Well,  it  was  about  in  the  winter  of  1903  we  sold  all  that  we  had 
except  at  Liebman  building.  There  were  about  twenty-two  or 
twenty-three  parcels.  I  used  the  word  parcel  because  in  some  cases 
there  was  more  than  one  piece.  We  sold  all  we  had  except  the 
Liebman  property  for  $600,000. 

Q.  What  had  those  properties  cost  the  company?  A,  That  I 
cannot  give  you.  We  were  carrying  them  in  our  assets  at  $580,- 
000.  We  received,  in  other  words,  about  twenty  thousand  dollars 
more  than  we  were  valuing  them  in  our  boojjs. 

Q.  But  can  you  state  approximately  the  amount  at  which  they 
had  been  originally  acquired?  A.  I  can  state,  without  making 
any  mistake  in  the  matter,  that  the  properties  cost  us  more  than 
we  received,  but  I  do  not  want  to  say  exactly, 

Q.  Yes.  They  cost  very  much  more  ?  A.  Considerably  more, 
but  I  do  not  know  how  much.  They  were  loans  which  had  been 
made  during  a  long  period  of  time,  and  we  gave  descriptions  of 
the  various  pieces  of  property  to  the  various  real  estate  men  in 
Brooklyn. 

Q.  A  statement  has  been  made  to  me  that  they  cost  you  upward 
of  one  million  dollars.  Is  that  at  all  trustworthy?  A.  I  should 
think  that  is  too  much,  Mr.  Hughes.  I  do  not  think  the  loss  was 
anything  like  $400,000. 

Q.  Those  properties  had  been  acquired  during  a  series  of  years  ? 
A.  Yes. 

Q.  Had  the  loans  originally  made  upon  the  property  been  made 
through  any  one  person,  as  broker  or  intermediary  ?  A.  E"©,  they 
have  been  made  on  the  action  of  our  finance  committee,  in  any 
instance,  I  don't  know  whether  any  broker  ever  presented  any 
specific  application  or  not. 

Q.  Do  you  have  anything  to  do  with  applications  for  loans  to 
the  Mutual  Life  ?     A.  Yes,  sir. 

Q.  Do  they  come  to  you  in  the  first  instance?  A.  They  come 
to  me  or  somebody  under  mc. 
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Q.  In  other  words,  if  I  wanted  to  get  a  loan  on  a  piece  of  real 
estate  I  would  be  referred  to  you  ?     Yes,  sir,  or  to  my  department. 

Q.  To  your  department  ?     A.  Yes,  which  is  the  same  thing. 

Q.  And  it  would  be  handled  by  you  or  some  one  under  you? 
A.  Yes. 

Q.  Do  you  keep  a  record  of  applications  for  loans?  A.  We 
keep  the  applications  themselves,  as  long  as  we  have  the  loan. 

Q.  And  the  person  who  makes  the  application  appears,  of 
course,  in  that  record  ?  A.  Well,  they  do  on  the  application  itself. 
Sometimes  it  is  a  broker,  and  sometimes  it  is  the  owner. 

Q.  Are  those  kept  in  a  file  ?  A.  They  are  kept  so  long  as  the 
loan  exists.  We  have  no  reason  for  keeping  them  if  perchance 
we  foreclose  and  buy  in  the  property  and  sell  it,  the  bond  and 
mortgage  transaction  has  been  closed  then,  and  there  is  no  object 
in  keeping  the  original  application.     That  transaction  is  ended. 

Q.  Have  you  the  applications  for  these  loans  on  Brooklyn  prop- 
erty ?  A.  Probably  not  all  of  them.  We  may  have  some  of  them 
left.  Because,  so  far  as  Ae  loan  that  concerned  this  transaction, 
they  were  closed  after  we  had  bought  in  the  property  and  sold  it. 

Q.  You  had  applications  for  the  last  few  years,  of  course?  A. 
We  have  applications  for  the  last  few  years  where  we  have  not 
purchased  the  property  and  sold  it. 

Q.  How  voluminous  are  these  applications?  A.  Well,  it 
is (Witness  indicates) 

Q.  Are  they  bound  in  annual  volumes?  A.  ISTo,  they  are 
just  filed  away  in  boxes  and  numbered  in  accordance  with  the 
loan  numbers. 

Q.  Then  they  are  in  a  chronological  series?    A.  Yes,  sir. 

Q.  What  number  would  you  suppose  there  would  be  in  1904? 
A.  The  number  of  loans  ? 

Q.  Yes,  the  number  of  applications?  A.  I  suppose  about  80 
per  cent,  of  the  applications  are  turned  down  and  declined. 

Q.  You  keep  those  ?  A.  We  keep  them  for  a  while,  and  then 
throw  them  away  after  a  ^^tile. 

Q.  Do  you  keep  them  for  1900?  A.  Any  authentic  appli- 
cation, I  mean  written  out  on  a  blank  —  there  are  lots  of  verbal 
ai'plications  talked  over,  those  you  cannot  keep. 

Q.  ISTot  until  we  get  phonographs?  A.  Yes,  but  the  regular 
applications  are  filed  away  and  kept  for  a  year  or  two. 

Q.  Then  you  would  have  all  the  applications  for  1904?  A. 
Presumably. 

Q.  Yes.     I  would  like  to  have  you  produce  those,  or  if  it  is 
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more  convenient  that  we  should  examine  them  before  the  next 
session,  to  have  that  opportunity.  A.  Do  you  mean  all  the  ap- 
plications for  real  estate  loans  received  during  1904? 

Q.  Yes.  ISTovsr,  going  on  vs^ith  this  Brooklyn  matter,  1  under- 
stand that  these  properties  were  conveyed  to  a  corporation? 
A.  They  were  conveyed  literally  to  a  Mr.  Andrew  J.  Cbbe,  who, 
as  I  understand,  conveyed  the  property  immediately  afterwards 
to  a  corporation  called  the  Corporation  Liquidation  Company, 
of  which  he  is  president. 

Q.  Did  that  corporation  acquire  any  other  real  estate  than 
the  real  estate  which  had  been  owned  by  the  Mutual  Life? 
A.  Not  from  us,  no.     It  could  not. 

Q.  Not  from  you,  I  know,  but  was  it  formed  for  the  purpose 
of  taking  over  the  Mutual  Life's  real  estate?  A.  I  think  not. 
They  own  other  property,  I  understand.  In  fact,  I  have  known 
applications  made  by  them  for  loans  on  New  York  City  property 
here. 

Q.  How  did  it  happen  that  a  corporalion  was  formed  that  took 
over  all  the  real  estate  your  company  had  in  Brooklyn  save  one 
parcel?  A.  We  tried  to  make  them  take  that  parcel,  but  they 
would  not  do  it. 

Q.  Well?  A.  I  don't  know  how  that  corporation  happened 
to  be  formed.  It  was  formed  for  the  purpose  of  dealing  in 
real  estate,  so  far  as  I  understand,  but  not  exclusively  the  real 
estate  they  purchased  from  us.  As  I  understand,  I  think  in  the 
first  instance  the  list  of  the  property  which  we  owned  over  there 
was  given  to  the  various  real  estate  brokers  in  order  that  we 
might  dispose  of  them.  Do  you  want  a  statement  of  the  West 
Broadway  property  also? 

Q.  Yes.  Well,  that,  of  course,  is  within  a  small  compass. 
Who  made  the  overtures  for  the  taking  of  that  property,  you  or 
this  company?  A.  It  was  the  result  of  our  sending  out  lists  of 
the  property  we  owned  to  half  a  dozen  or  perhaps  more  brokers. 

Q.  Then  the  scheme  of  forming  the  corporation  and  buying 
that  porperty  originated  outside  of  the  Mutual  Life?  A.  We 
knew  nothing  about  it  until  the  offer  was  made. 

Q.  Until  the  corporation  had  been  formed  and  the  offer 
made?  A.  I  understand  the  corporation  had  been  formed  long 
belore  that,  and  that  is  simply  an  understanding.  I  don't  know 
anything  about  it.  I  never  heard  of  it  until  an  offer  was 
made. 
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Q.  A  number  of  letters  have  been  received  by  the  committee 
and  by  the  counsel  in  regard  to  the  matter,  and,  therefore, 
I  want  to  have  no  misunderstanding  about  it.  Is  it  the 
fact,  that  so  far  as  you  know,  any  officer  or  employee  or  any 
person  in  any  way  connected  with  the  Mutual  Life  had  anything 
to  do  with  that  purchase?  A.  No  one  whatever  had  anything 
to  do  with  it. 

Q.  Or  any  interest  whatever?     A.  Not  a  cent's  worth,  sir. 

Q.  How  was  the  matter  of  the  value  of  these  properties  ar- 
rived at  for  the  purpose  of  sale  to  the  company?  A.  We  con- 
sulted Mr.  Martin  Just,  who  was  a  real  estate  appraiser  over 
there.  In  fact,  he  has  been  appraising  for  us  for  the  past  ten 
years. 

Q.  Any  one  else?  A.  We  have  had  appraisals  from  the 
Chauncey  Real  Estate  Company. 

Q.  Did  you  have  appraisals  at  the  time  of  this  sale?  A.  Yes, 
we  had  had  just  prior  to  that,  because  as  we  were  trying  to  sell 
the  property  we  had  appraisals  for  each  piece. 

Q.  Was  it  paid  for  in  cash?    A.  The  appraisals? 

Q.  No,  the  property?  A.  The  property  was  paid  for,  $600,- 
000  was  the  price,  $50,000  in  cash,  and  $550,000  in  mortgage. 
Those  mortgages  have  been  reduced  since  to  about  $175,000. 

Q.  Then  you  took  back  a  purchase  money  mortgage?  A.  We 
took  back  a  purchase  money  naortgage. 

Q.  That  is  the  Mutual  life?  A-  That  is  the  Mutual  Life. 

Q.  For  $550,000?    A.  For  $550,000. 

Q.  When  did  this  transaction'  take  place  ?  A.  The  transaction 
commenced  in  February,  1903,  that  is,  the  overtures  came  to  us. 
And  presumably  it  took  thirty  to  sixty  days  to  c^rry  it  out.  That 
T  have  not  looked  up.    It  is  a  matter  of  memory. 

Q.  And  the  mortgage  has  been  reduced  by  payments  to  about 
$175,000. 

Q.  Was  the  mortgage  reduced  as  the  corporation  sold  off  prop- 
erties? A.  Largely,  yes.  There  is  a  clause  in  the  mortgage  re- 
quiring them  to  pay  2  per  cent,  of  the  balance  unpaid  every  year. 
That  was  put  in  so  we  would  have  a  reduction  of  the  loans 
whether  there  were  any  releases  or  not. 

Q.  Do  you  know  at  what  prices  the  corporation  has  marked 
these  properties  ?    A.  I  do  not. 

Q.  Do  you  know  whether  they  have  sold  the  properties  for 
more  than  they  paid  for  them?  A.  No.  I  hope  they  have.  I 
don't  know.    That  is  a  matter  between  them. 
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Q.  You  have  not  kept  track  of  that  at  all?  A.  There  is  no  way 
in  which  you  can  get  authentic  information  on  that,  that  I  know 
of. 

Q.  How  much  was  the  mortgage  reduced  within  the  first  year 
after  the  transaction?  A.  The  transaction  is  now  about  two 
years  old,  and  we  have  received  the  difference  between,  say, 
$175,000  and  $350,000 — I  don't  remember  exactly  how  much 
of  that  came  in  during  the  first  year. 

Q.  You  have  received  the  difference  between  $175,000  and 
$550,000?    A.  Yes,  $550,000. 

Q.  And  how  much  of  that  did  you  get  in  the  first  year?  A.  I 
have  no  recollection  of  that  whatever?  I  think  there  is  a  consid- 
erable portion  of  it.  That  is  simply  memory.  I  have  no  way  of 
being  accurate  about  it. 

Q.  What  other  properties  are  within  your  jurisdiction,  apart 
from  these  properties  in  E"ew  York  and  the  one  in  Brooklyn?  A. 
The  other  properties  are  scattered  and  they  are  in  the  hands  of 
local  real  estate  people. 

■Q.  Not  handled  by  you  directly?  A.  Not  handled  by  me  di- 
rectly, no. 

Q.  What  is  the  total  amount  of  the  book  value  of  the  ninety- 
two  properties  in  your  jurisdiction?  A.  At  the  end  of  the  year 
1904  it  was  one  million  eight  hundred  thousand  and  odd  dollars, 
something  less  than  that  to-day.  We  have  sold  off  some  of  that. 
We  have  some  twenty-five  sales  now  under  contract  which  have 
not  been  consummated  yet. 

Q.  And  that  you  give  as  the  amount  at  which  your  properties 
are  carried  on  your  books?     A.  Carried  on  our  books. 

Q.  And  what  is  the  total  cost  to  the  company  of  those  ninety- 
two  properties?     A.  Well,  I  could  not  say. 

Q.  What  do  you  say?  A.  I  could  not  answer  that  with  any 
sort  of  definiteness. 

Q.  You  can  furnish  those  data,  I  suppose?  A.  It  would  be  a 
mighty  long  computation  to  take  each  one 

Q.  Well,  you  have  a  general  real  estate  account,  have  you  not? 
A.  Yes. 

Q.  And  every  once  in  a  while  you  charge  to  profit  and  loss 
something  out  of  that  account?  A.  We  have  in  the  course  of 
years  charged  perhaps  a  million  dollars  to  profit  and  loss. 

Q.  From  real  estate?     A.  Yes,  foreclosed  real  estate. 

Q.  In  what  period  have  you  charged  off  a  million  dollars?  A. 
Fifteen  years,  to  make  a  guess. 
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Q.  How  much  have  you  charged  off  within  five  years?  A.  I 
think  we  have  charged  off  nothing  in  the  last  four  or  five  years. 
That  was  all  prior  to  this.  "We  think  the  property  we  have 
to-day  is  worth  anywhere  from  three  hundred  thousand  to  five 
hundred  thousand  dollars  more  than  we  are  carrying  it  at.  Take 
the  Grosvenor,  we  are  carrying  it  at  five  hundred  thousand  dol- 
lars. I  do  not  think  any  real  estate  appraiser  in  New  York  will 
appraise  the  ground  at  less  than  four  hundred  thousand  dollars 
and  I  think  it  is  worth  four  hundred  and  fifty  thousand  dollars. 

Q.  It  is  a  case  of  the  property  not  being  improved  in  a  way 
which  is  adequate  to  its  location?  A.  I  mean,  take  the  bar^ 
ground. 

Q.  Do  you  have  to  do  with  the  obtaining  of  certificates  from 
time  to  time  permitting  the  company  to  retain  the  foreclosed  real 
estate?     A.  That  is  done  through  our  law  department. 

Q.  Do  you  have  anything  to  do  with  it?  A.  I  generally  sign 
the  certificates. 

Q.  You  mean  you  generally  sign  the  petition?  A.  The  peti- 
tion, yes. 

Q.  I  want  to  get  at  the  amount  of  actual  examination  there  is 
upon  those  applications.  Are  they  matters  of  form?  A.  Do  you 
mean  applications  for  a  continuance? 

Q.  Yes,  of  the  ownership.  A.  There  is  a  matter  of  form  that 
we  consider  it  to  our. interest  to  get  authority  to  carry  the  prop- 
erty for  a  longer  term. 

Q.  Do  you  get  a^  certificate  on  the  presentation  of  the  petition 
without  any  further  examination?  A.  That  is  a  matter  for  the 
party  who  signs  the  consent. 

Q.  I  want  to  know  as  a  matter  of  fact  whether  the  thing  is 
looked  into  and  examined,  or  whether  you  get  it  whenever  you 
apply  for  it?  A.  Yes,  we  get.it  whenever  we  apply  for  it,  but  I 
don't  know  what  examination  the  party  who  signs  it  does  make. 

Q.  Of  course,  you  don't  know  what  is  done  that  does  not 
come  under  your  observation.  I  want  to  know  what  does  come 
under  your  observation?  A.  I  only  know  that  we  make  a  request 
and  what  is  done  upon  that  I  don't  know. 

Q.  Fqllowing  upon  any  such  request  can  you  ever  remember 
such  an  examination  to  have  been  made?     A.  No. 

Q.  As  to  the  facts,  circumstances,  outside  of  the  petition? 
A.  No. 
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BY  THE  CHAIEMAN": 

Q.  How  long  did  you  say  you  had  had  charge  of  this  de- 
partment?    A.  Well,  in  a  way,  for  twenty  years. 

Q.  Did  you  know  Mr.  Mumford,  of  Rochester,  who  was  form- 
erly the  agent  of  your  company  in  loan  matters?     A.  No. 

Q.  Are  you  familiar  with  the  fact  that  when  he  died  there 
was  a  large  amount  of  property  in  Rochester  which  the  com- 
pany had  to  foreclose  upon?  A.  Yes,  I  know  that  in  a  general 
way. 

Q.  Can  you  state  approximately  the  value  of  the  real  estate 
which  the  company  ultimately  acquired  by  virtue  of  those 
foreclosures  in  Rochester?  A.  E"o.  We  sold  off  a  large  portion 
of  that  property  to  a  company  up  there. 

Q.  I  want  to  know  if  you  know  approximately  how  much 
the  cost  to  the  company,  or  the  value  of  the  real  estate  in 
Rochester  which  the  company  acquired  through  foreclosure 
following  Mr.  Mumford's  death  would  be?  A.  No,  I  have  not 
looked  that  up  for  some  time. 

Q.  Would  you  say  it  was  as  much  as  a  million  dollars?  A. 
I  should  think  it  was. 

Q.  Can  you  give  some  estimate?  A.  'No.  The  reason  I  was 
going  to  state  to  you  we  sold  off  a  large  portion  of  that  property 
five  or  six  years  ago.  ^ 

Q.  To  what  company  did  you  sell  it?  A.  To  what  is  called 
the  City  Realty  Company  there. 

Q.  Do  you  know  who  organized  that  company?  A.  I  know 
young  Buell  was  a  member  of  the  company  for  a  while,  I  think 
he  had  to  do  with  it.  I  do  not  know  all  the  details  of  it,  no. 
He  had  appraised  property  for  us,  and  that  is  how  I  happened  to 
remember  his  name. 

Q.  What  were  the  terms  of  the  sale  to  the  City  Realty 
Company  ?  A.  I  don't  want  to  answer  it,  for  I  have  not  looked 
it  up  for  some  years.  ' 

Q.  Do  you  know  what  the  transaction  amounted  to?  A.  I 
should,  in  making  a  guess,  say  three  or  four  hundred  thousand 
dollars,  but  I  may  be  out  of  the  way  on  that. 

Q.  Did  the  sale  to  them  substantially  embrace  all  the  pieces 
which  the  company  then  owned  in  Rochester?     A.  Yes. 

Q.  Do  you  know  how  much  of  the  purchase  price  was  paid 
in  cash  ?    A.  My  recollection  is  that  we  received  $50,000  in  cash. 

Q.  And  what  for  the  balance?    A.  Now,  I  am  not  at  all  sure 


Testimony  of  William  W.  Richards.  1693 

as  to  the  whole  matter,  you  know,  as  to  the  whole  amount,  but  if 
it  was  $40,000,  of  course,  the  difference  would  be  $350,000. 

Q.  Would  it  bie  much  labor  for  you  to  prepare  foi*  the  Com- 
mittee before  its  next  meeting  on  Tuesday  a  statement  of"  the 
value  of  the  property  which  the  Mutual  life  acquired  in  the 
County  of  Monroe  by  foreclosure  subsequent  to  Mr.  Mum- 
ford's  death,  the  value  of  the  property  they  sold  to  the  City 
Realty  Company,  the  amount  of  that  purchase  price  aiid  h6w 
it  was  paid,  and  geilerally  speaking,  the  tferms  of  the  contracts, 
if  there  was  any  contract  concerning  it?  A.  You  want  a  history 
then  of  the  amount  of  properties  we  owed  in  the  City  of 
Rochester,  the  price  we  received  and  the  times  of  the  sales  alid 
what  it  cost  us? 

Q.  The  amount  that  you  acquired  subsequeut  to  Mr.  Mum- 
ford's  death?  A.  Most  of  it-- was  acquired  subsequent  to  his 
death,  because  Mi.  Danf ofth  took  charge  then  and  colidueted  the 
foreclosures. 

Q.  And  substantially  the  terms  it  was  sold  to  the  City  Realty 
Company  at  and  the  amount  in  cash.  Will  that  involve  nmch 
labor  ?    A.  I^o,  I  do  not  think  so. 

Q.  I  ask  if  you  can  do  so  ?    A.  By  Tuesday  at  toy  rate. 

Q.  Are  you  able  to  state  whether  the  Mutual  Life,  its  officers 
or  agents  were  instrumental  in  the  organization  of  the  City 
Realty  Company?    A.  They  ha;d  nothing  to  do  with  it. 

Q.  Do  you  know  that?  A.  I  know  it  as  well  as  I  can  know 
anything  of  that  kind,  yes.    I  know  I  had  nothing  to  do  with  it 

BY  MR.  COX: 

Q.  Of  how  many  office  buildings  is  the  Mutual  Life  owner 
throughout  the  United  States  ?  A.  I  have  nothing  tb  do  with  that. 
I  cannot  answer  it  accurately.  Perhaps  a  dozen,  perhaps  ten  or 
something  like  that 

BY  MR.  HUGHES: 

Q.  Who  is  the  officer  having  that  in  charge  ?    A.  Mr.  Fonda. 
Q.  The  third  viCe-president  ?     A.  The  third  vice-president. 
Q.  And  he  is  in  charge  of  lands  that  have  been  bought  with  the 
idea  of  expaJnding  the  office  buildings.    A.  Yes. 

BY  THE  CHAIRMAN: 

Q.  Is  there  any  other  city  in  this  state  in  which  substantially 
the  same  condition  of  affairs  exists  as  in  Rochester,  that  some 
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corporation  has  taken  from  the  Mutual  Life  subtantially  all  its 
holdings  in  that  city  and  now  holds  it?  A.  I  think  Eochester  and 
Brooklyn  are  the  only  two  places  where  that  has  occurred. 

Q.  Is  not  that  true  also  of  Elmira?     A.   E"o. 

Q.  The  sales  that  we  have  made  in- Elmira  have  been  to  indi- 
viduals. I  do  not  think  any  company  there  has  bought  anything 
from  us. 

Q.  Did  not  you  sell  the  Mutual  Life's  holdings  or  substantially 
all  of  them  to  some  individual  in  Elmira  ?     A.  No. 

BYMR.  TULLY: 

Q.  They  are  held  by  the  Elmira  Water,  Light  &  Power  Com- 
pany, are  they  not  now  ?  A.  I  don't  think  —  there  is  no  real  es- 
tate. The  only  real  estate  that  we  have  in  so  far  is  that  which 
we  purchased  under  foreclosiire,  and  there  is  no  water j  power  or 
light  company  there  so  far  as  I  know  that ■ 

Q.  Were  you  not  interested  at  one  time  by  holding  a  mortgage 
at  one  time  on  what' was  knovm  as  the  Robinson  property  there? 
A.  Tes.  ..  ,     , 

Q.  Involving  the  Elmira  Gas- -.     A.   So  far  as  I  know  there 

was  no  association  with  the  gas  company.  We  made  a  loan  to 
Eobinson  on  his  real  estate,  but  there  was  nothing  else  mingled 
with  it  that  I  know  of. 

Q.  I  thought  you  were  interested  at  one  time  by  mortgage  or 
otherwise  with  the  gas  and  light  company?  A.  If  we  were  in- 
terested otherwise  I  am  not  competent  to  testify,  but  I  know  we 
only  loaned  to  Mr.  Robinson. 

Q.  Have  you  sold  all  your  real  estate  at  Elmira?     A.  No. 

Q,  Have  you  property  at  HomfeUsville  ? '  A.  We  have  one  piece. 

Q.  Isthat  the  Post  Office  building?  A.  I  don't  know  that  it  is 
the  Post  Office  building,  but  I  think  .they  are  tenants  there. 

BY  THE  CHAIRMAN: 

Q.  Do  I  understand  you  that  there  are  no  other  cities  in  the 
state  to  your  knowledge  except  Rochestet  and  Brooklyn  whei*e  thete 
are  corporations  holding  title  from  the  Mutual  Life?  A.  Yes, 
sir,  those  are  the  only  two  cities  where  we  sold  to  corporations  so 
far  as  I  can  recollect  at  the  moment.  Whether  parties  who  pur-' 
chased  it  individually  have  turned  themselves  into  corporations  or 
not  I  don't  know.  It  is  going  on  here  in  N4w  York  all  the  time, 
you  know.  '  '■'■ 
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Q.  But  those  conditions  are  peculiar  to  Rochester  and  Brooklyn  ? 
A.  So  far  as  our  sales  are  concerned. 

BY  ME.   COX: 

Q.  You  had  a  mortgage  on  the  Stove  Polish  Real  Estate  Ex- 
change in  Buffalo,  had  you  not?    A.  Yes. 

Q.  Was  that  foreclosed  ?     A.  That  was  foreclosed. 

Q.  What  disposition  has  been  made  of  that  property  ?  A.  The 
property  is  in  the  hands  of  an  agent  up  there,  that  being  an  office 
building  was  transferred  from  my  custody  into  the  hands  of  Mr. 
Fonda,  so  I  have  nothing  to  do  with  it.  Under  the  by-laws,  the 
office  buildings  are  in  the  hands  of  Mr.  Fonda  and  not  in  the 
hands  of  the  comptroller.  I  have  had  nothing  to  do  with  it  since 
we  purchased  it. 

Q.  But  it  is  still  in  the  hands  of  the  company?  A.  Yes,  the 
company  still  owns  it. 

THE  CHAIRMAl^:  The  Committee  will  stand  adjourned 
until  next  Tuesday  at  10 :30  o'clock  in  the  morning. 

Adjourned  to  Tuesday,  October  24,  1905,  at  10.30  A.  M. 


ALDEEMANIO    CHAMBEE, 

City  Hau,  New  York  City. 

October  24,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

EMOEY  McCLIlSTTOOK,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  ME.  McKEEN: 

Q.  Mr.  McClintock,  will  you  kindly  state  what  your  occupation 
is  at  present  ?  A.I  am  the  actuary  of  the  Mutual  Life  Insurance 
Company  of  New  York. 

Q.  Will  you  be  kind  enough  to  state  what  experience  you  have 
had  in  your  profession  as  an  actuary ;  what  previous  positions  you 
have  held;  and  indicating,  if  you  kindly  will,  how  long  you  have 
been  engaged  in  life  insurance  ?  A.  I  became  actuary  of  the  As- 
bury  Life  Insurance  Company  early  in  1868,  In  the  early  part 
of  1871 1  went  as  actuary  to  the  ISTorthwestern  Mutual  Life  Insur- 
ance Company  of  Milwaukee  and  remained  there  until  the  begia- 
ning  of  1889,  when  I  came  as  actuary  of  the  Mutual  Life. 

Q.  And  have  been  there  since  ?     A.  And  have  been  there  since. 

Q.  In  that  position  ?     A.  In  that  position. 

Q.  A  question  was  put  in  the  course  of  this  inquiry  as  to  what 
your  salary  is,  Mr.  McClintock,  and  I  think  the  answer  was 
erroneous.  Will  you  kindly  state  what  your  salary  is  as  actuary  ? 
A.  My  salary  is  $25,000. 

Q.  Have  you  any  commissions  or  perquisites  of  any  kind?  A. 
I  have  no  commissions  or  perquisites  of  any  kind  and  never  have 
had. 

Q.  You  have  been  more  or  less  active  in  the  associations  of 
actuaries.  Will  you  be  kind  enough  to  state  what  relations  you 
have  had,  official  or  otherwise,  to  the  actuarial  societies?  A.  I 
was  president  of  the  Actuarial  Society  of  America  from  1895  to 
1897.  I  have  been  a  Eellow  of  the  Institute  of  Actuaries  of 
Great  Britain  since  1874.  As  to  that,  I  would  like,  before  I  go 
further,  to  correct  a  misunderstanding  which  arose  in  the  course 
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of  Mr.  McCurdy's  testimony  in  which  he  said  I  am  the  only  Tal- 
low of  the  Institute  of  Actuaries,  meaning,  doubtless,  in  this 
country.  That  statement  was  true  at  the  time  that  I  became 
actuary  of  the  Mutual  Life  Insurance  Company,  but  since  then 
Mr.  Dawson  has  become  a  Fellow  of  the  Institute,  and  I  may  say 
that  he  has  done  it  by  passing  the  regular  examinations,  whereas 
I  was  taken  in  years  ago  when  they  did  not  require  examinations, 
so  I  am  not  the  only  Fellow  in  America  at  present.  I  am  also 
connected  as  a  member  or  corresponding  member  with  the,  actua- 
rial societies  of  France,  Belgium  and  Germany.  I  am  also  rice- 
president  for  the  United  States  of  the  Permanent  Committee  of 
International  Congresses  of  Actuaries,  which  arranges  for  the 
congresses  which  are  held  in  different  countries.  I  think  that  is 
about  all. 

Q.  Apropos  of  your  interpolating  some  explanation  of  Mr. 
McCurdy's  testimony  let  me  say,  Mr.  McClintock,  that  I  know 
the  committee  will  welcome  any  statements  that  you  may  see  fit  to 
make  bearing  on  the  important  subject  of  their  inquiry,  whether 
or  not  they  seem  responsive  to  questions  of  counsel.  We  fully 
recognize  that  a  great  many  matters  may  have  occurred  to  you  as 
matters  that  ought  to  receive  the  consideration  of  this  committee 
which  raay  have  escaped  our  attention  in  attempting  to  frame  a 
line  of  questions,  and  I  venture  also  to  say  to  the  members  of  the 
committee  that,  so  far  as  I  am  concerned,  any  interruption  by 
members  of  the  committee  as  we  go  along  will  be  welcome  in  this 
particular  line  of  inquiry  which  perhaps  may  be  considered  some- 
what technical  and  bearing  upon  general  questions  of  insurance. 
Mr.  McClintock,  from  what  you  have  said,  you  were  a  practicing 
actuary  in  "JSTew  York  at  the  time  along  in  the  early  '80^s  or  in  the 
'70's ;  at  any  rate,  you  were  personally  familiar  with  the  insurance 
conditions  at  that  time  and  no  doubt  recall  the  legislation  of  that 
period  and  have  your  views  as  to  the  wisdom  or  unwisdom  of  that 
legislation  and  its  effect  upon  the  conditions  which  then  existed. 
May  I  ask  you  if  you  heard  the  testimony  of  President  McCall  of 
the  ISTew  York  Life  on  the  history  of  ISTew  York  Life  Insurance  ? 
A.  Tdid. 

Q.  Well,  I  think  the  committee  would  be  glad  to  have  any  views 
that  you  have,  if  they  accord  with  those  of  President  McCall;  or 
if  they  do  not,  as  bearing  upon  that  very  critical  epoch  in  the 
Insurance  history  of  this  State.  Are  you  able  to  give  any  expla- 
nation from  your  standpoint  of  the  primary  cause  of  failures  of  so 
many  insurance  companies  at  that  time  ?    A.  Mr.  McCall  gave  the 
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truth  from  His  point  of  view,  which  was  that  of  the  expert  exam- 
iner and  oiEcial  of  the  State  Insurance  Department  of  ISTew  York. 
He  was  recognized  to  have  been  the  most  efficient  man  in  that 
capacity  that  has  ever  been  known  in  any  department  of  the  coun- 
try. B\it  his  view  was,  and  is,  being  unchanging,  the  view  of  a 
State  Department  official.  His  view  was  that  all  that  swarm  of 
small  companies  which  disappeared  in  the  '70's  were  destroyed  by 
incompetence  or  recklessness  or  rascality  on  the  part  of  officers. 
There  is  abundant  evidence  as  too  all  these  qualities  on  the  part  of 
the  officers  of  some  of  those  companies,  but  except  from  the  point 
of  view  of  a  State  official  who  has  that  matter  actively  in  charge 
in  the  way  of  enforcing  the  law  against  these  companies,  it  is 
difficult  for  anyone  to  believe  that,  without  exception,  the  officials 
of  at  least  thirty  companies  were  incompetent  or  reckless  or  worse. 
Without  exception,  every  one  of  the  companies  organized  between 
1861  and  1871  as  regular  life  insurance  companies,  coming  under 
the  direct  authority  of  the  Departments  of  New  York,  Con- 
necticut or  Massachusetts,  failed  within  a  few  years  after  their 
organization.  The  reasons  for  their  failure,  the  necessary  reasons 
for  their  failure,  were  that  they  had  nothing  but  the  premiums  of 
the  insured  out  of  which  to  pay,  first,  their  regular  expenses ;  sec- 
ondly, the  cost  of  doing  the  business  of  bringing  in  new  policy- 
holders ;  and,  thirdly,  to  put  up  and  make  good  the  reserve  which 
came  to  sixty-five  or  seventy  per  cent,  of  the  premiums.  Now,  I 
was  a  subordinate  official  in  one  of  those  little  companies  between 
the  spring  of  1868  and  the  spring  of  1871,  before  I  went  to  the 
larger  company  in  the  West.  And  although  the  mortality  in  these 
little  companies  had  hardly  begun  at  the  time  I  went  away  from 
New  York,  I  read  the  papers  carefully  and  I  took  a  lively  interest 
in  their  fate.  The  Metropolitan  was  the  one  company  organized 
iiuring  the  decade  of  which  I  spoke  which  has  not  gone  to  pieces. 
But  it  was  on  the  point  of  going  to  pieces,  according  to  my  best 
judgment,  at  the  time  when  they  began  to  do  an  industrial  busi- 
ness. It  has  been  an  industrial  business  ever  since  and  it  has 
prospered  greatly. 

BY  ME.  EOGEES: 

Q.  And  about  what  time  was  that?  A.  Oh,  along  in  the 
later  "JCfa,  I  don't  know.  There  was  another  company  which 
was  organized  and  carried  on  business  in  Ohio  and  the  neigh- 
boring States  for  a  number  of  years,  until  it  began  to  develop 
a    certain    independent    strength,    called    the    Union.    Central. 
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That  company  was  not  only  very  well  managed,  and  very 
closely  managed,  but  it  also  had  the  advantage  of  an  extra- 
ordinarily high  rate  of  interest  on  its  capital  and  on  its  invest- 
ments. I  think  it  regularly  made  at  least  10  per  cent  at  that 
time  upon  its  investments.  That  company,  as  I  recollect, 
began  business  in  ISTew  York  about  1870  or  1871,  after  run- 
ning several  years  without  the  direct  supervision  of  these 
Eastern  departments.  That  company  is  still  in  existence,  and 
so  far  as  the  facts  which  I  have  mentioned  go  to  controvert  the 
statements  which  I  make,  I  give  that  company  also  as  a  possible 
exception.  But  again  I  wish  to  point  out  it  was  several  years 
without  Eastern  departmental  supervision,  unless  I  am  much  mis- 
taken in  my  recollection. 

Now,  you  can  see,  the .  Committee  can  see,  that  if  you  have 
to  pay  your  running  expenses  out  of  your  premiums,  if  you  have 
to  get  all  your  premiums  as  new  business,  and  if  you  have  to  pay 
for  your  new  business,  the  smallest  possible  amount — these  com- 
panies paid  as  little  as  possible,  of  course,  for  their  new  business, 
they  threw  as  much  of  the  expense  into  the  future  as  possible  by 
promising  large  renewable  commissions  to  their  agents.  But 
nevertheless,  they  had  to  pay  something  to  their  agents  at  first  to 
get  their  business,  and  then  they  had  to  put  up  their  reserve,  and 
the  reserve  was  more  than  half  of  the  premiums,  and  they  ran 
along  until  about  1870  orl87l  without  difficulty,  without  much 
difficulty,  because  the  departments  were  not  so  strict  in  their 
estimates  on  assets  and  liabilities.  The  reserve  liability  was 
smaller  at  that  time,  somewhat  smaller  than  it  has  been  since,  so 
that  possibly  my  first  statement  of  70  per  cent,  would  be  an  exag- 
geration, but  the  reserve  liability  was  calculated  according  to 
the  rate  of  interest  at  4^  per  cent.,  which  makes  a  decidedly 
smaller  resoTwe  liability  than  if  we  have  to  assume  that  the  reserve  , 
is  improved  only  at  4  or  3^  per  cent.,  because  if  you  have  to  make 
a  certain  amount  of  good  in  the  future,  you  have  to  hold  a  larger 
amount  now  to  make  it  good,  if  you  are  going  to  receive  a  smaller 
rate  of  interest.  The  larger  the  rate  of  interest  you  receive,  the 
smaller  reserve  you  have  to  hold  in  order  to  meet  your  future 
liabilities.  So  that  the  4|  per  cent,  reserve,  as  it  was  called, 
required  a  somewhat  smaller  liability  than  the  rules  which  have 
been  enforced  more  recently.  But  the  reserve,  nevertheless,  was 
a  very  considerable  factor  in  excess  of  half  the  premiums. 

Now,  any  gentleman  present,   can   amuse  himself   by  going 
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over  the  State  reports  of  1868  and  1869,  if  you  please  and 
examining  tte  items  of  the  assets  of  those  small  companies 
and  some  of  the  larger  ones.  He  will  find  a  variety  of  assets, 
which  in  recent  years  would  not  be  admitted  at  all,  and  which 
were  actually  thrown  out  upon  closer  supervision  which  came 
in  with  the  seventies.  Among  those  items  of  assets  which 
were  admitted  by  the  departments  and  are  not  admitted  since 
then,  are  such  items  as  furniture  and  fixtures.  They  cost 
those  new  little  companies  so  much  money;  they  were  good 
assets  for  them,  and  three  years  later  would  cost  them  prob- 
ably the  same  amount  if  they  had  to  buy  them,  and  so  they 
naturally  supposed  they  were  entitled  to  call  the  value  of  that 
furniture  an  asset,  and  the  departments  agreed,  and  the  com- 
panies put  in  their  furniture  and  fixtures  as  assets.  Those 
were  ruled  out  afterward.  They  came  to  quite  a  considerable 
item.  If  you  have  one  hundred  thousand  dollars  capital 
and  furnish  a  nice  office  in  New  York,  with  suitable 
furniture  and  fixtures,  you  make  a  very  nice  little  hole 
in  that  capital  right  off  before  you  do  anything  more, 
and  if  the  companies  had  not  been  allowed  to  charge 
up  furniture  and  fixtures  as  assets  there  would  have 
been  that  much  impaired  capital  before  they  had  written  a 
single  policy.  Then  when  they  began  to  write  policies  they  had 
to  employ  agents,  and  in  some  cases,  in  order  to  keep  those  agents 
going,  they  had  to  take  the  agents'  notes  for  advances,  and  all  the 
advances  made  to  agents  to  be  paid  later  by  the  agents  if  they 
could,  and  the  notes  taken  from  agents  were  admitted  as  good 
assets  under  the  head  of  agents'  balances,  or  premiums  in  course 
of  collection  or  bills  receivable;  all  those  items  you  will  find  in 
those  old  reports  and  none  of  them  in  the  later  reports  because 
they  have  been  ruled  out  as  assets  not  admitted. 

Then,  in  doing  business,  the  policyholders  did  not  pay  always 
the  first  premium  before  the  31st  day  of  December.  Suppose  that 
there  was  a  premium  of  one  hundred  dollars  chargeable  on  the 
policy  issued  in  November  or  December  and  not  paid  until  after 
the  31st  of  December.  That  went  in  as  a  hundred  dollars  assets 
for  that  little  company,  or  the  big  company,  if  you  please. 

At  the  present  time  it  would  go  in  perhaps  as  seventy-five 
or  seventy-seven  dollars  assets,  because  the  departments  require 
a  large  deduction  to  be  made  to  bring  the  gross  premium  receiv- 
able down  to  the  net  premium  which  enters  into  the  calculations 
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of  the  reserve  liability,  and  the  departments  say,  with  justice, 
that  a  company  should  not  write  a  policy  with  one  hundred  dollars 
premiums  and  call  it  a  hundred  dollars  assets  against  sixty  dollars 
liability,  with  a  net  profit  of  forty  dollars  before  they  have  got 
the  policyholder  to  pay  the  money,  and  it  was  currently  reported 
and  actually  proved  in  some  of  the  examinations  made  by  the  de- 
partments afterward,  that  some  of  those  companies  made  a  prac- 
tice of  writing  policies  on  Tom,  Dick  and  Harry  toward  the  end 
of  the  year,  charging  up  the  full  premium  as  an  asset  and  entering 
only  two-thirds  .of  the  premium  as  a  liability,  making  one-third 
of  the  premiums  a  paper  profit,  which  was  allowed  by  the  depart- 
ments as  good  assets.  And  then  again,  the  deferred  premiums ,. 
A  policyholder  perhaps  pays  a  quarter  of  a  year  premium  in  Oc- 
tober, when  his  policy  is  issued;  the  other  quarters  come  due  in 
January,  and  so  on;  and  the  account  of  stock  is  taken  on  the  31st 
of  .December.  The  remaining  three-quarterly  premiums  are 
called  deferred  premiums  and  they  appeared  then,  and  they  ap- 
pear now,  in  the  statement  as  an  asset  allowed  by  the  department 
to  the  company,  because  the  reserve  liability  which  is  charged  by 
the  departments  against  the  company  is  estimated  on  the  presump- 
tion that  the  premiums  are  paid  annually;  so  that  when  the  pre- 
mium is  not  paid  annually,  but  paid  quarterly,  the  unpaid  quar- 
terly premiums  were,  and  are,  allowed  by  the  departments  as  good 
assets,  but  with  this  difference:  that  prior  to  the  seventies  the  de- 
partments allowed  the  full  face  value  of  the  premiums,  and  if 
there  was  twenty-six  dollars  every  quarter  payable  instead  of  one 
hundred  dollars  annually,  there  would  be  seventy-eight  dollars 
charged  after  one-quarter  had  been  paid  as  deferred  premiums 
on  that  policy  against  a  liability  of  sixty  dollars  or  seventy-five 
dollars  for  reserve;  there  would  be  a  profit  merely  on  the  deferred 
premium,  not  to  speak  of  the  quarterly  premiums  the  company 
had  already  received,  which  were  clear  profit  as  far  as  they  were 
concerned,  and  since  then  those  deferred  premiums  have  been 
reduced  in  the  same  proportion  as  requirements  for  the  calcula- 
tion of  reserve.  So  that  by  the  quick  operation  of  the  law  in  rul- 
ing out  assets  which  were  not  good  toward  payment  of  premiums 
and  not  good  toward  producing  income,  and  perhaps  doubtful  in 
their  validity  anyhow — by  leaving  out  those  items  of  assets  the 
departments  ruled  out  a  very  considerable  fraction  of  the  assets 
of  those  little  companies  against  the  reserve  on  their  policies.  I 
think  you  will  find  that  at  the  end  of  the  first  year  the  operation 
of  almost  all,  perhaps  quite  every  one  of  those  companies,  that 
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quite  half  of  the  reserve  liabilities  is  made  up  out  of  those  assets 
■which  since  then  have  not  been  admitted  as  good  assets;  so  that 
if  the  rule  had  been  strictly  enforced  from  the  beginning  on  those 
companies,  companies  which  were  started  in  the  sixties — if  from 
the  very  first  the  present  rules  had  been  enforced,  they  could  not 
have  made  an  appearance  of  solvency;  their  capital  would  neces- 
sarily have  been  impaired,  and  at  that  time  impairment  of  capital 
was  regarded  by  some  of  the  commissioners,  at  least,  as  a  prac- 
tical insolvency  which  had  to  be  treated  at  once  so  as  to  make  the 
capital  good  in  some  way  from  the  stockholders. 

Now  under  those  circumstances  you  will  easily  see,  first,  that 
no  company  could  live  if  the  rules  enforced  since  then  had  been 
enforced  during  the  sixties;  as  a  matter  of  fact,  the  Mutual  Life, 
the  IS'ew  York  life,  and  the  other  companies  which  started  before 
the  sixties,  would  all,  in  my  judgment,  have  been  insolvent  if  the 
present  laws  of  New  York  had  been  enforced  from  the  beginning, 
or  they  would  have  been  wiped  out  just  as  those  little  companies 
were  wiped  out. 

BY.  MR  McKEEN: 

Q.  What  was  it  that  made  the  large  companies  like  the  Mutual 
and  Equitable  and  New  York  safe?  A.  It  was  simply  the  re- 
quirement of  forfeiture;  it  was  also  the  gradual  growth  of 
strength  as  the  companies  got  older. 

Q.  In  other  words  those  companies  had  an  accumulation  of 
assets  sufficient  to  draw  upon  and  tide  them  over  when  this  rule 
first  came  to  be  thoroughly  enforced?  A.  That  is  the  fact. 
Those  companies  were  capable  to  put  themselves  in  good  strong 
condition  by  dropping  out  those  doubtful  items  of  assets,  and 
what  they  had  remaining  was  amply  sufficient  to  meet  their  re- 
serve liabilities  and  to  pay  dividends. 

BY  CHAIEMAN  ARMSTRONG: 

Q.  What  do  you  mean  by  the  phrase  "requirement  of  for- 
feiture  "  or  was  it  retirement  of  forfeiture  ?  A.  Require- 
ment of  forfeiture.  Prior  to  the  60's  and  to  some  extent  during 
the  60's  the  companies  treated  every  policy  on  which  the  pre- 
miums were  not  paid  as  entirely  forfeited,  and  I  may  mention 
here,  for  illustration,  that  the  actuary  of  the  Mutual  Life  stated 
in  print  in  1863  that  the  entire  expenses  of  that  company  during 
the  five  years  preceding  1863  in  which  the  distribution  of  surplus 
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was  made  to  policyliolders  —  the  entire  expenses  during  those  five 
years  were  more  than  paid  from  what  he  called  miscellaneous 
sources,  which  represented  the  reserves  on  lapsed  policifes  —  a 
policy  lapsed,  and  that  was  the  end  of  it  and  the  entire  reserve 
was  cancelled;  that  meant  the  cancellation  of  just  so  much  lia- 
bility, which  was  equal  to  the  addition  of  so  much  assets  so  far  as 
the  balance  sheet  was  concerned. 

BYMRMcKEEN: 

Q.  Tour  statements  on  this  interesting  subject  suggests  that 
it  is  your  view  that  the  law  itself  was  unjustly  harsh.  Have  you 
any  views  to  express  as  to  the  legislation  of  this  State  on  the 
subject  of  the  reserve  requirement  as  a  liability?  A.  There  is 
no  question  that  the  reserve  requirement,  as  it  stood,  acted  to 
prevent  the  formation  of  new  companies.  There  was  a  good 
deal  of  mismanagement,  as  Mr.  McOall  stated,  on  the  part  of 
most  of  those  companies  and  considerable  incompetence  in  one 
department  or  another  in  almost  any  one  of  those  companies,  but 
the  one  thing  that  made  it  impossible  for  anyone  to  live  through 
was  the  reserve  requirement  of  the  law.  Of  course,  when  Mr. 
McCall  or  any  other  examiner  went  into  those  companies  and 
found  that  their  assets  consisted  largely  of  things  which  were  no 
good,  they  immediately  considered  that  the  officers  who  had  been 
guilty  of  this  condrct  of  putting  in  as  assets  what  every  other 
company  put  in  and  what  the  department  admitted,  every  officer 
guilty  of  that  conduct  was  incompetent  or  a  rascal.  Then,  in 
addition  to  this  incompetency,  which  was  discovered  by  the  ex- 
aminers there  were  other  elements  of  impropriety  iu  several  of 
the  companies,  particularly  when  it  came  to  vending  them  up. 
As  these  little  companies  grew  towards  their  fate  finally  under 
the  law,  all  sorts  of  efforts  were  made  by  the  officers  to  try  and 
evade  the  fate,  and  those  efforts  frequently  went  beyond  the  law 
or  beyond  propriety.  Now,  as  regards  the  nature  of  the  law  itself, 
it  is  what  is  called  the  rule  of  net  valuation.  Being  interested 
for  about  half  of  its  existence  in  one  of  the  little  oompanies,  I 
went  in  at  the  time  it  started,  I  naturally  rebelled  against  the  law 
of  net  valuation ;  and  I  took  ocoasio"  to  publish  various  strictures 
upon  this  law  as  being  unjust  as  a  test  of  solvency.  I  was  willing, 
perfectly  willing  that  it  should,  as  a  requirement  for  the  com- 
panies to  hold  a  net  reserve  before  they  paid  dividends,  but  as  a 
test  of  solvency  I  objectly  strongly,  and  I  published  what  I  con- 
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sidered  then  and  what  I  consider  now  to  be  some  unanswerable 
arguments  on  tlie  subject.  For  instance,  I  bave  an  illustration 
like  this: 

Q.  I  may  interrupt  to  say  to  some  extent  these  criticisms  you 
are  mating,  made  at  that  time  are  applicable  now,  are  they  not  ? 
A.  The  law  is  the  same  now  as  it  was  then. 

Q.  For  that  reason  the  Committee  will  be,  I  think,  interested 
in  your  statements  of  those  arguments  ?  A,  I  have  never  varied 
my  opinion  of  the  law  on  that  subject. 

BY  ME.  ROGERS: 

Q.  Are  you  speaking  of  the  law  of  New  York,  or  is  it  general  ? 
A.  The  laws  of  all  states. 

Q.  All  states  are  alike  on  that  proposition?  A-  The  states 
are  alike.  The  law  was  defective  in  making  no  allowance — in 
giving  no  leeway  in  the  calculation  of  reserve  for  expenses  of 
procuring  new  business ;  and  in  an  address  which  I  made  in  1898, 
before  the  ISTational  Insurance  Convention  of  the  State  Commis- 
sioners— they  are  holding  a  convention  every  year — the  conven- 
tion of  1898  was  held  in  Milwaukee,  in  an  address  I  delivered 
before  that  convention  I  argued  strongly  in  favor  of  a  relaxation 
of  the  net  reserve  law,  in  fact  I  went  so  far  as  to  say  I  favored 
having  no  law  whatever  except  complete  publicity  and  such  super- 
vison  as  was  necessary  to  verify  the  public  statements.  That,  of 
course,  would  be  a  great  amount  of  supervision,  but  my  view  i3 
that  reserve  laws  are  entirely  unnecessary,  because  if  there  is 
supervision  enough  to  extract  what  the  facts  are,  what  the  basis 
of  reserve  held  is  and  to  comment  upon  the  same  in  a  report,  the 
public  will  have  the  facts  in  that  report  spread  abroad  by  the 
agents  of  other  companies  to  such  an  extent  that  any  company 
which  does  not  hold  a  sufficient  reserve  will  not  be  able  to  do  any 
business;  and  that  is  the  case  in  England  to-day;  there  is  no  law 
requiring  any  particular  amount  of  reserve  excepting  that  if  any 
company  in  the  judgment  of  the  officers  who  have  the  inspection 
of  their  reports  does  not  hold  a  reserve  suffixaent  to  insure  sol- 
vency that  company  is  reported  for  action  to  a  court  of  bank- 
ruptcy. I  am  not  now  speaking  as  a  lawyer,  but  that  is  my  gen- 
eral understanding  of  the  state  of  the  law  in  England,  and  I  do 
not  think  that  the  Board  of  Trade  in  England  examines  closely 
enough  the  underlying  facts  of  the  reports  made  to  the  British 
Government  I  am  not  now  saying  that  I  approve  entirely  of  the 
present  system  in  force  in  England,  but  what  I  did  propose  to  the 
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C&imnissioners  in  1898,  and  what  I  have  always  held  for  many 
years,  is  that  if  you  have  a  complete  publicity  of  the  accounts 
verified  by  state  officers,  that  with  comments  made  by  the  state 
officers,  that  the  public  can  be  trusted  to  take  care  of  itself. 

BY    MR.  ROGERS: 

Q.  To  what  extent  is  that  view  of  yours  shared  by  other  in- 
surance experts  ?  A.  I  am  inclined  to  think  I  am  something  of 
an  Tshmael  on  that  subject. 

BY  MR.  McKEEN: 

Q.  You  found  you  differed  e\en  from  Mr.  Ohisholm,  didn't 
you,  in  the  congress  ?  Didn't  he  advocate  a  parliamentary  action 
prescribing  a  test  under  which  companies,  even  English  companies, 
should  be  allowed  to  continue  to  do  business.  A.  My  impression 
is  that  he  did ;  but  he  saw  the  defect  of  the  British  government's 
action  as  I  saw  it ;  he  prescribed  a  different  remedy  from  the  one 
should  be  allowed  to  continue  to  do  business  ?  A.  My  impression 
from  cross-examination  of  the  companies  at  their  offices  —  to  keep 
at  a  distance,  as  they  do  at  present  —  I  mean  for  the  government 
to  keep  its  distance  from  the  offices,  accepting  merely  the  state- 
ments made  by  the  companies  without  further  verification. 

Q.  Mr.  McClintock,  is  not  the  practical  trouble  of  adopting 
your  views  and  abandoning  the  State  legislation  requiring  a  test 
of  solvency,  that  the  mischief  will  happen  to  the  multitudes  of 
the  public  before  the  results  can  come  from  those  published  state- 
ments ?  Must  not  we  legislate  to  prevent  mushroom  life  insur- 
ance just  as  it  has  been  found  necessary  to  prevent  wildcat  bank- 
ing ;  no  amount  of  publicity  or  no  amount  of  legislation  requiring 
publicity  as  to  the  condition  of  wildcat  banks  would  have  pre- 
vented very  grave  public  injury,  would  it,  as  the  results  practically 
realized  from  those  institutions  prior  to  the  war  ?  A.  As  a  matter 
of  fact,  the  British  companies  are  very  generally  conducted  safely 
iond  conservatively,  and  mushroom  institutions  do  not  live.  That 
is  an  answer  to  the  question.  However,  I  will  say  further  that 
this  siiggestion  of  mine  was  not  expected  by  me  to  be  adopted. 
I  have  been  a  loyal  citizen  as  regards  observing  the  rules  of  the 
departments  and  I  propose  to  continue  to  adhere  to  their  rules 
and  regulations  as  long  as  I  am  in  the  business. 

Q.  It  occurs  to  me,  as  you  have  referred  to  your  views  on  that 
subject  which  are  certainly  of  great  interest,  to  read  upon  the  rec- 
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ord  a  part  of  an  extract  from  this  paper  to  which  you  have  referred 
and  because  it  suggests  the  further  questions.  It  appears  that 
you  stated  in  that  paper  this :  "  While  other  causes  were  at  work 
and  the  chief  cause  of  the  universal  slaughter  of  small  companies 
which  took  place  about  25  years  ago  was  the  legal  requirement  of 
reserve  in  the  first  year  of  each  ;)olicy,  the  energies  which  in  this 
growing  country  might  have  been  turned  toward  the  establishment 
of  ncAv  and  prosperous  life  companies  were  directed  by  this  reserve 
difficulty  into  another  channel  and  a  great  cry  arose  for  life  insur- 
ance without  reserve  "  —  and  you  added  "  Had  Dr.  Sprague's  pro- 
posals been  available  imder  the  laws  we  should  have  heard  com- 
paratively little  of  assessment  insurance  with  all  its  good  and  all 
its  evil."  It  occurs  to  me,  therefore,  in  connection  with  what 
you  have  been  saying,  to  ask  \\'hat  you  mean  by  connecting  the 
rise  of  assessment  insurance  with  the  condition  of  things  that  led 
to  the  slaughter  of  those  companies.  Will  you  be  kind  enough  to 
describe  what  assessment  insurance  was  and  what  the  result  of  it 
has  been  ?  A.  It  became  evident  during  the  70's  that  anybody 
could  start  a  new  life  company  under  the  law,  and  inasmuch  as  a 
good  many  people  throughout  the  country  thoughttheir  neighbor- 
hood ought  to  have  a  life  company  of  its  own  —  each  man  thought 
so,  each  one  of  those  men  proceeded  to  start  what  he  called  an  as- 
sessment company,  which  required  no  reserve.  The  reserve  dif- 
ficulty was  recognized  as  the  one  difficulty ;  therefore,  the  only 
way  to  start  a  new  life  company  was  to  have  a  company  that  re- 
quired no  reserve  under  the  laws.  JSTow,  if  you  start  a  com- 
pany on  this  system,  that  a  thousand  or  a  hundred  thousand 
people  get  together  and  each  one  puts  in  so  much,  either  all 
the  same  according  to  their  ages,  or  a  graded  scale  advancing 
with  ages,  each  man  plats  in  so  much  money  as  a  minimum 
and  so  much  more  in  case  the  deaths  exceed  the  amount  put 
in  in  this  way;  then  all  that  the  founder  of  the  institution  would 
have  to  do  would  be  to  collect  the  assessments  and  use  the  sums 
towards  the  payment  of  death  losses;  and  if  the  death  losses  came 
in  a  little  heavier,  he  would  make  another  assessment,  and  of 
course  it  was  a  requisite  that  some  portion  of  the  money  paid 
should  go  towards  expenses.     So  that  was  arranged  for  also. 

But  there  was  a  regular  part  of  the  moneys  received  by 
the  managers  of  the  assessment  societies  which  was  applicable  to 
death  losses,  and  their  plan  was  not  to  hold  any  reserve,  but  to 
send  around  a  notice  whenever  it  was  necessary  to  collect  another 
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assessment,  and  they  carried  on  that  plan  very  satisfactorily,  for 
one,  two,  three,  four,  five,  six,  sometimes  ten  or  fifteen  years. 
But  it  is  within  the  knowledge  of  every  person  who  recollects  the 
80's  in  the  insurance  business,  that  during  the  BO's  and  90's  those 
assessment  societies  died  out  just  about  as  fast  as  they  had  been 
organized  during  the  70's  and  BO's,  in  other  words,  after  a  few 
years  they  ceased  to  live,  and  the  reason  why  they  ceased  to  live 
was  because  the  members  found  that  their  payments  were  increas- 
ing. At  the  beginning  of  these  companies  they  had  medical  ex- 
aminations and  the  risks  did  not  die  very  fast,  and  so  for  a  few 
years,  while  they  were  taking  in  a  large  number  of  members  they 
had  comparatively  few  deaths  and  the  expected  number  of  assess- 
ments were  sufficient  actually  to  pay  the  death  losses,  so  that  their 
agents  would  point  to  their  results  and  say,  "  Now,  these  old- 
fashioned  companies  are  charging  you  twenty-five  dollars  for  your 
insurance,  and  it  only  costs  ten  dollars  in  our  company,  besides  a 
little  initiation  fee.  Why  don't  you  come  with  us  ? "  and  they 
got  a  mmierous  number  of  people  to  come  with  them  on  that 
basis.  But  they  found  later  that  the  death  losses,  instead  of  cost- 
ing ten  dollars  a  year  would  cost  eleven,  twelve  and  thirteen,  and, 
for  that  matter,  in  some  of  the  early  companies  the  death  losses 
did  not  exceed  eight  or  nine  dollars  in  some  of  the  companies. 
But  after  that,  the  good  risks  dropped  out  and  the  bad  risks  that 
could  not  get  insurance  anywhere  else  stayed  and  then  there  came 
a  tremendous  block  of  assessments  and  the  concern  came  to  grief. 
That  is  the  history,  in  short,  of  all  those  assessment  companies. 

Q.  That,  I  think  we  may  assume,  is  the  reason  why  this  com- 
mittee is  in  receipt  of  so  many  complaints  from  many  of  the 
existing  fraternal  companies  the  same  reasons  apply,  do  they  not  ? 
A.  They  apply  to  a  certain  extent  only* 

Q.  "What  is  the  difference?  A.  The  difference  between  the 
fraternal  company  and  an  assessment  company  is  that  there  is  a 
bond  of  union,  more  or  less  strong,  among  the  members  of  the  fra- 
ternal organization.  They  have  their  lodge  meetings,  they  have 
their  other  benefits  in  case  of  sickness,  many  of  them.  They.have 
a  variety  of  inducements  for  people  to  join  them.  For  instance, 
the  Masons  and  Oddfellows,  they  have  formed  fraternal  insurance 
societies  and  they  have  a  bond  of  union  which  is  well  known,  and 
so  there  are  all  grades  of  fraternal  companies,  some  of  which  have 
a  strong  bond  of  urdon  and  others  which  have  only  a  weak  bond 
of  union.     Those  that  only  have  a  weak  bond  of  union  the  good 
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lives  drop  out  as  the  expense  of  insiiraiice  increases  and  they 
come  to  grief  the  same  as  the  assessment  companies.  Those  that 
have  a  strong  bond  of  union  will  go  on,  because  the  members  will 
go  on  paying  their  increased  assessments  rather  than  give  up 
their  lodge,  but  the  fraternal  companies  for  this  reason,  the 
bond  of  union  whatever  it  may  be,  live  longer  than  the  assessment 
companies  and  many  of  them  are  living  to-day  and  some  are,  I 
think,  flourishing  still.  I  gave  an  illustration  in  that  very  paper 
you  read  from  ia  1898.  I  said  that  the  British  House  of  Lords, 
if  it  chose  to  assess  itself  on  every  death  of  a  peer,  would  repre- 
sent a  fraternal  organization  and  there  would  be  no  question  of 
that  company  living  forever,  because  nobody  would  resign  from 
the  House  of  Lords. 

BY    Iffi.  KOGERS: 

Q.  Do  you  happen  to  know  the  name  of  the  oldest  fraternal 
company  in  this  country?  A.  My  acquaintance  with  the  fraternal 
companies  is  merely  external. 

Q.  I  simply  wanted  to  get  some  idea  of  the  time  of  its  organi- 
zation and  about  how  long  it  had  existed.  A.  I  could  not  under- 
take to  reply  to  that.  The  fraternal  companies  do  not  interfere 
,  with  the  regular  life  companies  to  such  an  extent  as  to  require 
attention  on  the  part  of  the  ofHcers  in  the  life  companies.  I  was 
personally  asked  my  judgment  many  years  ago,  at  the  time  that 
the  first  law  of  Wisconsin  was  passed  on  the  subject  of  insurance, 
I  think  it  was  18Y1  or  1872,  at  any  rate,  it  was  the  £rst  time  that 
any  question  came  up  about  assessment  companies.  I  was  asked 
by  the  Superintendent  of  Insurance  of  Wisconsin  what  the  objec- 
tion would  be  to  the  assessment  companies,  with  a  view  of  provid- 
ing a  law  that  they  should  not  do  business  in  Wisconsin. 

ITow,  as  I  said  before,  I  am  something  of  an  Ishmael  on  the 
subject  of  laws,  and  I  suggested  to  him  that  he  should  not  make 
any  law  against  the  assessment  companies.  And  it  is  possible 
that  the  citizens  of  Wisconsin  suffered  in  consequence.  But  my 
feeling  was  that  a  law  against  the  assessment  companies  would 
react  against  the  regular  life  companies  by  reason  of  feeling, 
strong  feeling,  clamor  and  excitement  which  would  be  detrimental 
to  the  regular  companies  on  the  ground  that  they  were  opposed 
to  the  very  existence  of  the  assessment  companies;  and  it  seemed 
to  me  that  the  law  of  the  survival  of,  the  fittest  had  better  take  its 
course  in  that  case  rather  than  interfere  with  it  by  law,  at  any 
rate,  at  the  instance  of  a  regular  company. 


1710  Legislative  Insurance  Investigation. 

BY  MK.  McKEEN: 

Q.  In  the  extract  I  read  a  few  minutes  ago  from  your  Milwau- 
kee address,  you  refer  to  the  hardship  of  putting  up  a  reserve 
against  the  first  year's  premium.  Will  you  explain,  if  there  is  an 
explanation  to  that  reference,  what  hardship  or  difficulty  there  is 
under  the  present  law  in  its  relation  to  the  first  year's  premiums? 
A.  Well,  the  point  that  I  made  referred  to  a  proposition  which 
had  been  made  a  number  of  years  earlier  by  the  most  prominent 
of  British  actuaries,  Dr.  Sprague.  Dr.  Sprague  proposed,  as  re- 
gards ordinary  life  policies,  that  the  reserve  should  be  calculated 
exactly  as  if  the  policy  were  dated  a  year  later  than  its  actual  date, 
so  that  a  policy  issued  at  the  age  of  35  in  the  year  1880  would 
have  its  reserve  calculated  as  if  it  were  an  ordinary  life  policy 
issued  at  the  age  of  36  in  the  year  1881.  You  will  see  that  would 
make  no  reserve  at  all  the  fii^t  year,  and  afterward  a  smaller 
reserve  than  the  reserve  held  on  an  older  policy  because  on  the 
second  year  of  the  policy,  according  to  the  regular  system,  you 
hold  a  reserve  according  to  two  premiums,  while  on  that  Dr. 
Sprague  system  you  would  hold  a  reserve  according  to  only  one 
premium.  The  third  year  you  would  hold  a  reserve  on  three 
premiums  against  a  reserve  on  two  premiums,  according  to  his 
system.  And  of  course  the  reserves  would  approximate;  the  pro- 
portion of  his  reserve  to  the  regular  reserve,  would  be  greater  and 
greater  as  time  went  on,  but  there  would  always  be  some  differ- 
ence, and  I  was  not  able  to  discover  any  possible  objection  from 
the  point  of  view  of  safety,  which  is  the  real  reason  for  a  reserve, 
why  that  rule  should  not  be  applied  by  our  American  Insurance 
departments  if  the  law  allowed  it,  particularly,  as  I  said,  to  the 
policies  of  the  smaller  companies,  the  younger  companies,  be- 
cause it  was  against  those  companies  that  the  present  law  bears 
vsdth  undue  severity. 

Q.  Well,  is  it  a  fact,  resulting  from  observation  and  ex- 
perience, that  the  mortality  in  the  earlier,  the  first  or  in  the  first 
few  years,  is  considerably  less  than  that  given  by  the  Amencan 
Experience  Tables?  A.  The  mortality  in  the  first  year  in  any 
policy  in  our  company  is  about  50  per  cent,  of  that  expected, 
according  to  the  American  Table. 

Q.  How  do  you  account  for  that  difference?  A.  By  reason 
of  the  medical  examination. 

Q.  But  were  not  the  medical  examinations  at  the  time  the 
American  Experience  Tables  were  framed  by  Mr.  Homans?     A. 
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The  American  Table  was  framed  by  Mr.  Homans  in  a  general 
way  in  accordance  witt  the  American  Experience,  but  tfee  exact 
details  of  bis  work  bave  never  been  publisbed,  and  I  bave  never 
seen  any  manuscript,  nor  beard  of  any.  I  don't  tbink  be  left 
behind  bim  any  details  of  tbe  metbod  of  calculation  of  tbat  table. 
But  Mr.  Fackler,'wbo  was  Mr.  Homans'  assistant  in  tbe  Mutual 
Life,  bas  said,  I  tbink,  tbat  Mr.  Homans  calculated  tbe  American 
Table  in  accordance  witb  experience  of  American  insurance  after 
tbe  first  few  years  bad  gone  by,  leaving  out  of  account  tbe  few 
years  during  wbicb  medical  selection  plays  tbe  greatest  part  and 
taking  into  accoiint  only  tbe  experience  of  tbe  later  years,  wben 
tbe  medical  selection  bas  almost  ceased  to  sbow  its  effects. 

Q.  Tben  if  I  understand  you  arigbt  tbe  present  law  does  really 
compel  a  company  to  put  up  a  reserve  for  tbe  first  year's 
premium  considerably  larger  tb;.,  experience  shows  to  be  neces- 
sary? A.  Yes,  if  you  calculate  tbe  mortality  according  to  what 
you  may  actually  expect  on  a  set  of  lives,  which  bave  just  been 
selected  by  the  doctor,  the  actual  mortality  wbicb  is  going  to  be 
experienced  during  the  first  few  years  is  much  less  than  that 
wbicb  tbe  Table  considers  is  to  be  experienced  and  to  hold  a 
reserve  which  says  tbat  the  whole  mortality  is  going  to  be  ex- 
perienced during  those  few  years  is  to  that  extent  unjust. 

Q.  Has  there  not  been  a  way  devised  under  which  some  of 
tbe  companies  doing  business  in  this  State  do  not  put  up  a  reserve 
for  tbe  first  year's  premium?  A.  I  tbink  the  majority  in  num- 
bers, not  in  size  or  in  amount  of  insurance,  but  in  number  of  all 
of  the  companies  in  tbe  country  doing  which  is  called  a  regular 
life  business  are  now  working  on  either  Dr.  Sprague's  system, 
or  a  system  which  is  the  same  as  his  for  ordinary  life  policies, 
and  worse  than  bis  for  other  kinds  of  policies. 

Q.  Well,  bow  do  they  do  under  the  new  law,  with  the  law  as 
it  is,  what  is  the  metbod  adopted?  A.  Well,  take  the  method 
by  which  they  evade  tbe  law,  and  I  consider  it  a  mere  evasion, 
altbough  tbe  courts  are  against  me. 

Q.  Well,  there  have  been  no  decisions  on  it  in  this  State,  I 
think.  A.  Perhaps  not.  Tbe  method  by  which  they  evade  the 
law  is  to  write  a  policy  which  purports  to  be  two  policies.  This 
policy  says  that  during  the  first  year  it  is  a  short  term  policy,  and 
after  that  it  is  going  to  be  a  life  policy.  And  the  commissioners, 
with  tbe  exception  of  Massachusetts,  bave  agreed  to  recognize  the 
fictitious  statement  that  there  are  two  policies  there  when  there 
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is  only  one  policy,  and  they  calculate  the  reserve  according  to 
the  term  policy  which  gives  very  little  the  first  year  and  then 
they  calculate  the  reserve  on  the  other  policy  beginning  with  the 
second  year,  exactly  as  Dr.  Sprague  recommended  for  ordinary 
life  business.  But  most  of  those  companies  when  it  comes  to 
endowment  business  practice  the  same  evasion,  that  is,  they 
charge  a  premium,  for  example,  of  $100  a  year  on  a  10  year  en- 
dowment of  $1,000,  and  they  say  that  this  is  two  policies,  while 
it  is  all  the  same  document,  you  know,  but  it  is  two  policies; 
the  first  policy  is  a  term  policy  by  which  the  insured  pays 
a  nominal  sum  of  $100  to  be  insured  during  the  term  of 
one  year  for  $1,000,  and  then,  after  that,  it  begins  to  be  an 
endowment  payable  in  nine  years,  by  which  the  insured  goes 
on  paying  $100  a  year  for  nine  years  and  gets  $1,000  at  the  end 
of  the  term,  as  well  as  carrying  the  insurance  in  the  meanwhile. 

BY  MR.  COX: 

Q.  This  calculation  only  goes  to  the  valuation  of  the  policy? 
A.  The  valuation  of  the  reserve. 

Q.  By  the  department?  A.  The  policy  is  a  ten-year  endow- 
ment insuring  a  thousand  dollars  for  a  premium  of  $100  a  year, 
but  it  appears  to  be  two  policies  and  the  departments  value  the 
first  part  of  it  for  one  year  —  they  charge  a  reserve  of  a  very  few 
dollars  for  the  term  insurance,  possibly,  oh,  it  may  be  $5  on  a 
thousand,  reserve  on  the  term  insurance  and  the  company  takes 
$100  for  the  risk  and  makes  $95  profit. 

Q.  Does  that  method  enable  the  insurance  companies  to  use  a 
part  of  that  first  year's  premiums  for  the  expense  of  getting  busi- 
ness? A.  That  method  —  it  enables  the  insurance  coHLpanies  to 
use  a  large  fraction,  a  very  large  fraction,  of  the  first  year's 
premiums  toward  the  expenses  of  getting  business,  and  if  it  were 
not  for  these  variations  I  speak  of  as  regards  other  forms  of 
policies,  as  far  as  the  ordinary  life  policy  is  concerned  for  the 
whole  life,  I  consider  that  the  effect  of  his  evasion  of  the  present 
law  is  entirely  useful  and  wholesome;  that  if  the  law  only  per- 
mitted it,  the  departments  and  the  courts,  so  far  as  they  have 
spoken,  say  the  law  does  permit  it  —  in  other  words,  assuming 
that  I  am  wrong  in  regard  to  the  law,  that  it  is  entirely  wholesome 
in  regard  to  ordinary  life  and  it  is  to  a  certain  extent  as  to  the 
other  business. 
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BY  ME.  McKEEN: 

Q.  It  would  be  your  view  that  the  legislators  might  wisely  per- 
toit  that  to  be  done  in  the  case  of  ordinary  life  policies?  A.  And 
to  a  certain  extent  with  aU  other  policies. 

Q.  But  it  is  your  opinion,  as  I  understand,  that  the  existing 
practice  is  an  evasion  of  the  existing  statute  ?  A.  It  is  my  per- 
sonal opinion  which  I  advance  with  diffidence,  because  the  author- 
ities are  against  me. 

Q.  Well,  the  only  authority  against  you  that  I  have  been  able 
to  iind  is  a  decision  of  the  Supreme  Court  of  Vermont.  The  case 
came  up  in  Massachusetts  and  the  court  there  declined  to  pass 
upon  the  question  upon  the  ground  it  was  within  the  discretion 
of  the  Commissioners  of  Insurance,  and  they  would  not  interfere. 
Now,  as  I  understand  it,  in  those  cases  —  and  I  call  the  attention 
of  the  committee  to  the  fact  that  it  appears  by  the  testimony  that 
there  are  a  great  number  of  companies  in  this  State  doing  busi- 
ness in  his  way A.  Excuse  me.     I  said  the  majority  of  the 

companies  in  the  coimtry.  Most  of  them  do  business  ia  New 
York. 

Q.  But  there  are  several  there?    A.  There  are  several. 

Q.  Now  it  appears,  if  I  understand  your  testimony  aright  on 
that  subject,  that  they  do  not  make  as  specific  charge  of  premiums 
which  would  be  the  rate  of  premium  for  a  one-year  term,  but  they 
charge  for  that  one  year  term  the  full  premium  that  it  is  proposed 
to  charge  for  the  continuance,  whether  it  be  a  life  policy  or 
whatever?    A.  Yes,  that  is  what  they  do. 

Q.  The  effect  of  it  is,  is  it  not,  that  the  amount  received  by  the 
companies  doing  business  in  that  way  for  the  first  year  so-called 
term  insurance  is  very  largely  in  excess  of  what  they  would  prop- 
erly get  for  a  single  year's  term.  A.  Yes,  it  is  considerably  in 
excess  on  the  ordinary  hfe  policy  and  greatly  in  excess  on  the 
other  policies. 

Q.  Well,  it  is  not  then  a  necessary  corollary  of  that,  that  two 
people,  say,  insured  in  that  method  and  they  both  theoretically 
get  one  year's  insurance  if  one  of  them  is  paying  an  all-life  policy 
he  pays  one  rate ;  if  he  is  to  have  the  option  of  renewal  for  an  en- 
dowment policy  he  pays  a  much  higher  rate.  Let  me  read  the 
provision  of  the  existing  statute,  section  89 :  "  No  life  insurance 
corporation  doing  business  in  this  State  shall  make  any  discrim- 
ination in  favor  of  indivduals  of  the  same  class  or  of  the  same 
expectation  of  life,  either  in  the  amount  of  premium  charged  or  in 
any  return  of  premium,  dividend  or  other  advantages."     Would 
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it  not  seem  that  that  method  is  in  violation  of  that  provision  of  the 
law?     A.  Well 

Q.  I  do  not  care,  of  course,  to  press  you  to  answer  legal  ques- 
tions, but  as  we  have  got  into  that A.  Well 

Q.  Are  not  two  men  of  the  same  class  who  have  different  op- 
tions of  renewal  paying  different  rates  for  one  year's  term  insur- 
ance ?  A.  You  have  a  man  paying  at  the  age  of  35,  say,  $30  a  year 
for  an  ordinary  life  policy.  Tou  have  another  man  of  the  same  age 
paying  $100  a  year  for  a  ten-year  endowment  policy.  Now  the 
effect  of  this  evasion  is  to  go  through  the  motion  of  having  a 
term  policy  in  the  one  case  for  one  year  by  which  $1,000  is  insured 
for  $30  and  on  the  other  man  $1,000  is  insured  for  one  year  as  a 
term  policy  for  $100. 

Q.  Yes.  A.  Now  if  it  were  true  that  this  was  really  a  term 
policy  of  one  year  and  that  the  other  was  really  a  term  policy  for 
one  year,  it  would  be  gross  discrimination. 

Q.  Then  you  are  on  the  horns  of  a  dilemma.  A.  You  are  on 
the  horns  of  a  dilemma ;  either  it  is  true  or  it  is  not  true. 

Q.  Either  it  is  an  evasion  or  it  is  not,  and  if  it  is  an  evasion  of 
one  law  it  is  a  violation  of  another?  A-.  It  is  an  evasion  of  the 
present  law  it  ought  to  be  dropped  until  the  law  is  changed,  and 
if  it  is  not  an  evasion  it  is  a  discrimination.  I  think,  allow  me  to 
say,  that  if  the  law  is  changed  on  that  subject  it  should  be  changed 
so  as  not  to  permit  any  clubbing  together  of  two  policies  in  form 
in  a  single  contract  for  the  same  premium,  or  for  one  premium. 
The  law  should,  if  it  goes  into  this  matter  in  accordance  with  the 
ideas  that  I  had  in  1898,  which  I  hold  still,  the  laws  should  say 
that  the  reserve  on  an  ordinary  life  policy  should  begin  with  the 
second  year,  on  the  regular  system,  and  that  the  reserve  on  other 
forms  of  policies  should  begin  with  the  first  year,  but  should  per- 
mit the  same  margin  toward  expenses  as  the  law  permits  for  or- 
dinary life  policies,  the  same  margin  in  dollars  and  cents. 

Q.  Now,  you  have  made  several  references  to  Dr.  Sprague's 
methods,  and  I  find  that  he  makes  the  distinction  between  reserve 
by  the  select  and  ultimate  methods ;  'fean  you  explain  just  what  that 
distinction  is,  what  he  means  by  select  and  ultima.te?  A.  Well, 
a  select  table,  as  Dr.  Sprague  defined  it,  is  a  table  which  is  very 
complex.  Instead  of  saying  that  there  are  so  many  persons  living 
at  the  age  of  thirty,  and  so  many  left  out  of  that  number  at  the 
age  of  thirty-one,  and  after  deaths  during  that  year  so  many  left 
at  age  of  thirty-two,  and  so  forth,  which  is  the  form  of  the  ordi- 
nary life  table,  Dr.  Sprague  made,  or  proposed  to  make  a  table  for 
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each  year  of  issue.  For  instance,  he  would  say  that  a  person  in- 
sured at  the  age  of  thirty  would  live,  according  to  what  he  called 
a  select  table,  for  age  thirty,  and  the  select,  and  the  select  table  at 
the  age  of  thirty,  would  assume  that  there  would  be  ten  thousand 
persons  living  at  the  age  of  thirty  when  the  policy  was  taken,  and 
then  that  a  certain  number  of  those  would  die,  the  number  being  a 
good  deal  less  than  under  the  ordinary  table  because  of  the  medical 
selection.  A  certain  number  would  die  during  that  year  and  there 
would  be  so  many  living  at  the  age  of  thirty-one,  and^o  forth,  tak- 
ing into  view  the  effect  of  medical  examination  and  the  actual  ex- 
perience of  the  companies  for  the  policies  taken  at  age  thirty. 
Then  he  would  say  take  another  table,  according  to  the  actual  ex- 
perience for  policies  issued  at  age  thirty-one,  showing  the 
mortality  of  first  year,  second  year,  third  year  and  so  on,  on  the 
policies  issued  at  age  thirty-one,  and  in  that  way  he  would  get 
perhaps  fifty  different  tables,  beginning  at  different  ages  at 
issue,  and  running  along,  first  year,  second  year,  third  year 
and  so  forth,  for  each  table,  and  in  that  way  he  would  form 
a  large  number  of  select  tables,  which  would  show  the  real 
probable  course  of  mortality,  instead  of  taking  the  average  table, 
which  only  takes  it  on  the  whole. 

Q.  In  other  words,  it  is  a  carrying  of  the  mortality  table 
onto  a  very  much  greater  degree  of  refinement  than  those  which 
are  in  actual  use  ?    A.  Yes. 

Q.  I  suppose  perhaps  you  can  advise  us  what  is  being  done 
by  actuaries  to  the  end  of  having  more  accurate  tables  of  mor- 
tality. Whether  that  is  receiving  earnest  attention.  Is  there 
anything  to  be  said  on  that  subject  of  importance  or  interest? 
A.  The  actuaries  in  Great  Britain  took  the  lead  in  that  matter. 
Seventeen  companies  supplied  material  to  the  Institute  of 
Actuaries  a  number  of  years  prior  to  the  time  when  the  results 
were  published.  I  think  that  these  companies  gave  their  ex- 
perience up  to  about  1840,  possibly  1843,  but  I  think  the  results 
were  published  in  1843.  It  was  called  the  combined  experience 
table,  and  has  in  this  country  been  known  as  the  Actuaries' 
Table  of  Mortality.  It  was  the  standard  according  to  law  in  this 
State  to  the  end  of  the  year,  1900  —  I  am  not  sure,  I  think  it  was 
the  beginning  of  the  year  1900. 

Q.  Going  back  a  moment  to  the  subject  of  legislation  as 
to  reserves,  that  a  company  must  have  in  order  to  continue  in 
business,  will  you  explain  what  may  be  called  the  origin  of 


1716  Legislative  Insurance  Investigation. 

that  legislation  in  Massachusetts,  and  how  it  worked  there, 
and  if  you  have  any  criticism  to  make  upon  the  Massachusetts 
system,  make  them.  A.  The  origin  of  the  net  reserve  law 
in  Massachusetts  goes  back  to  the  year  1858  or  1860.  The 
Insurance  Commissioner  of  Massachusetts,  who  was  a  man 
of  great  intelligence  and  force,  Elizur  "Wright,  had  to  do  with 
a  British  company  doing  business  in  Massachusetts,  which 
made  its  valuation  according  to  what  was  called  the  gross 
method.  I  will  explain  that  in  a  moment.  The  valuation, 
according  to  the  gross  method,  showed  a  reserve  very  much 
less  than  the  calculation  according  to  the  net  method,  which 
has  been  the  law  ever  since.  The  net  method  was  then  followed 
by  aU  the  more  respectable  companies  in  Great  Britain  —  I 
beg  pardon,  by  a  number  of  the  more  respectable  companies 
in  Great  Britain,  although  some  very  respectable  companies 
used  a  modification  of  the  gross  method,  which  gave  almost 
equivalent  results  to  the  net  method.  Now,  Mr.  Wright,  in 
examining  the  system  employed  in  Great  Britain  for  the  valua- 
tion of  liabiKties  for  reserve,  took  what  was  then  coming  to 
be  the  actual  opinion  of  English  actuaries,  that  the  net  method 
was -a  good,  sound,  base  method  to  be  adopted,  and  he  in- 
sisted that  this  company  should  have  its  liabilities  valued 
by  the  net  method.  It  think  —  my  recollection  is  vague,  it  is 
many  years  since  I  read  about  it  —  I  think  he  personally  made 
a  valuation  on  the  net  method  and  found  the  liabilities,  were 
too  great  for  that  company  to  do  business, in  Massachusetts 
if  that  method  were  enforced,  and  he  thereupon  requested  the 
company  to  cease  to  do  business,  and  the  result  of  that  experi- 
ence —  there  was  a  good  deal  of  corespondence  and  bickering  on 
the  part  of  the  company,  but  the  result  of  the  experience  was 
that  he  compelled  a  weak  British  company  to  cease  to  do  business, 
and  thereupon  proposed  that  the  same  standard  should  be  used 
for  all  the  American  companies,  and  it  was  used  in  Massachusetts 
from  that  time  forward,  but,  as  I  said  before,  during  the  commg 
decade  after  that  time  there  was  much  laxity  on  the  part  of  the 
Commissibners  in  allowing  assets  of  doubtful  value  to  be  counted 
against  the  liabilities. 

Q.  Mr.  McClintock,  you  recall,  of  course,  the  agitation  in 
this  State  which  led  to  an  investigation  by  the  Legislature 
on  the  subject  of  tontine  mjthods  in  life  insurance.  Will  you 
give  your  views  and  attitude  as  to  that  system  of  insurance 
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and  explain  how  it  happened  that  such  extraordinary  returns 
apparently  came  about  in  the  matter  of  tontine  dividends  at 
the  time  the  system  was  at  its  height?  A.  The  ton- 
tine system  was  originated,  as  I  recollect,  by  the  Equitable  early 
in  1869,  possibly  a  year  later.  It  had  for  its  object  a  recurrence 
to  the  system  of  total  forfeiture,  which,  as  I  said  before,  enabled 
the  Mutual  Life  and  other  companies  in  all  probability,  certainly 
the  Mutual  Life,  to  pay  for  a  series  of  years  its  entire  expenses  out 
of  the  savings  coming  from  the  cancellation  of  reserve  on  the 
lapsed  policies.     That  was  known  as  the  system  of  forfeiture. 

Q.  Now,  the  custom  of  the  business  in  1867  and  1868  came  to 
be  pretty  generally  that  of  giving  paid-up  policies  in  cases  of  lapse, 
provided  that  they  were  claimed  in  a  certain  number  of  months 
after  the  lapse,  and  this  system  reduced  the  profits  from  forfeiture 
very  greatly.  And  it  seems  to  have  occurred  to  the  originators  of 
the  tontine  system  that  they  might  accomplish  two  purposes.  One 
to  secure  profits  from  forfeitures  from  all  policies  issued  on  that 
plan,  and  the  other  object  withholding  dividends  for  a  term  of 
years,  to  save  to  the  company,  and  ultimately  to  the  assured  on 
that  plan,  the  dividends  which  would  otherwise  be  paid  on  the 
annual-dividend  system  to  the  policies  as  the  years  went  by.  That 
plan,  in  short,  was  this,  that  instead  of  giving  an  annual  dividend 
at  the  end  of  the  first  year  and  thereafter,  the  policyholder  agreed 
that  there  should  be  no  dividend  on  his  policy  until,  for  example, 
twenty  years  had  expired.  He  also  agreed  that  in  case  of  lapse  he 
was  to  get  no  surrender  value  in  any  form,  insurance  or  otherwise, 
so  that  the  company  in  the  first  place  saved  for  its  policyholders 
all  the  annual  dividends  which  would  have  been  paid  in  case  of 
death  to  those  persons  who  died  prior  to  their  decease,  and  also  the 
dividends  which  would  have  been  paid  on  policies  which  lapsed 
during  the  period  prior'to  the  time  of  lapse  and  by  saving  those 
dividends,  and  by  saving  of  the  values  which  would  have  been  paid 
in  insurance  and  cash',  to  those  who  dropped  their  policies,  large 
results  were  anticipated  at  the  end  of  the  twenty  year  period  to  be 
divided  among  those  who  survived  that  period  and  paid  per- 
sistently their  premiums  during  the  whole  time.  And  as  a  matter 
of  fact  the  results  were  large.  They  were  not  so  large  as  the 
founders  of  the  system  expected  because  —  observe  that  I  am  now 
speaking  from  hearsay,  was  not  connected  with  any  company  who 
had  any  such  period  matured,  I  was  not  connected  with  any 
company  which  practiced  the  tontine  system  before  1880 — ^but  the 
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tontines  which  were  started  in  1870  or  thereabouts,  when  it  came 
to  1890,  the  time  of  maturity,  they  did  receive  large  profits,  but 
not  so  much  as  were  expected  in  1870 — as  were  expected  in  1870. 
Probably  because  the  number  of  lapses  which  were  calculated  upon 
at  the  beginning  really  fell  short.  That  is,  they  calculated  on  a 
certain  number  of  lapses,  and  the  actual  lapses  were  fewer.  The 
policyholders  kept  up  their  policies  on  that  plan  very  closely. 
And  secondly,  of  course  all  ordinary  sources  of  surplus  fell  off 
during  the  seventies  and  during  the  eighties  further.  The  rate  of 
interest  fell  off  greatly.  The  expenses  of  the  business  were  prob- 
ably greater  than  were  anticipated  by  those  that  made  the  estimates 
in  1870.  Nevertheless,  there  were  very  large  dividends  paid  on 
those  policies  in  and  after  1890  in  the  companies  that  did  that 
business  at  the  start. 

BY  MR   COX: 

Q.  Was  it  the  intention  that  the  reserves  should  go  to  the  policy- 
holders to  be  paid  in  until  the  end  of  the  year,,  that  is  the  reserves 
on  the  policies  which  lapsed  ?  A.  That  was  the  intention, 
that  reserves  on  all  the  lapsed  policies  and  all  the  accrued 
annual  dividends  which  might  have  been  paid  on  the  lapsed 
policies  and  on  the  policies  which  died — should  be,  not  the 
reserve  of  the  policies,  but  the  reserve  on  the  lapsed  policies  and 
the  accumulated  dividends  on  both  classes  of  policies  were  to  be 
accumulated  for  the  benefit  of  the  survivors. 

Q.  Do  you  know  whether  or  not  boois  were  kept  whereby 
those  lapsed  reserves  were  put  into  a  separate  fund?  A.  I  have 
never  examined  the  books  of  any  company,  which  operated  on 
that  plan  prior  to  1880. 

BY  MR.  McKEEN: 

Q.  We  will  come  in  a  moment,  to  some  examination  about  the 
very  important  matter  of  the  method  of  deferred  dividends  and 
the  difference  between  the  original  tontine  system  and  that.  But 
before  coming  to  that,  there  are  one  or  two  matters  of  a  general 
nature  which  occur  to  me  to  ask  you  about.  You  said  something 
about  medical  examinations,  and  have  given  us  some  interesting 
views  and  facts  bearing  upon  the  Tables  of  Mortality.  Has  the 
matter  of  insuring  impaired  lives  come  to  your  attention  of  what 
is  known  as  sub-standard  system  of  insurance  or  sub-average? 
A.  Only  as  practiced  by  other  companies. 


Testimony  of  Emory  McOUntoch.  1719 

Q.  Has  the  Mutual  life  ever  entered  upon  that  business  at 
all?  A.  So  far  as  I  know  the  Mutual  Life  has  never  insured  any 
one  who  was  unable  to  pass  the  medical  examination  the  same  as 
anybody  else. 

Q.  Will  you  state  what  the  method  is  for  fixing  the  premium 
for  these  extra  hazardous  risks  so  far  as  you  have  learned  it  in 
other  companies,  that  do  practice  it?  A.  In  Great  Britain  th^ 
general  practice  has  been  to  do  what  they  call  rating  up  a  man. 
That  is  to  say,  if  the  man's  age  is  35  they  will  rate  him  up  to 
age  42,  or  some  other  age,  and  make  him  pay  the  premium  ac- 
cording to  the  rated  up  age,  and  then  they  hold  the  reserve  ac- 
cording to  the  rated  up  age,  and  treat  him  as  if  he  was  that  age, 
or  that  much  older,  in  all  respects.  That  system  is  used  only 
to  a  small  extent,  I  think,  in  this  country.  As  I  understand,  the 
system  in  the  ISTew  York  Life,  which  does  the  most  of  that  busi- 
ness in  that  country,  it  is  to  have  a  special  table  of  mortality, 
heavy  mortality,  either  50  per  cent,  greater  than  the  American 
Table  or  100  per  cent.,  and  by  that  I  mean  this,  that  according  to 
the  regular  life  table  at  a  certain  age  a  man  has  eleven  chances  of 
dying  out  of  one  thousand.  For  instance  the  life  table  says  that 
out  of  one  thousand  persons  living  at  that  age  eleven  persons  will 
die.     Now,  double  the  mortality 

Q.  You  mean  will  die  in  the  year?  A.  Will  die  in  the  year, 
before  the  next  age.  If  you  speak  of  doubling  the  mortality  it 
means  that  out  of  one  thousand  persons  living  at  that  age  there 
will  be  twenty-two  persons  die  within  the  year  instead  of  eleven. 
If  you  take  a  table  of  fifty  per  cent,  additional  mortality,  it  means 
that  sixteen  and  one-half  persons  will  die  during  the  year  instead 
of  eleven.  Then  taking  this  special  table,  whatever  it  may  be, 
according  to  the  class  in  wliich  they  place  the  applicant,  they 
either  take  them  without  a  reduction  of  the  amount  insured  or 
they  make  a  reduction  of  the  amount  insured  in  addition.  They 
make  a  reduction  of  considerable  extent  sometimes  half  or  even 
more  than  half  of  the  first  year's  insurance  is  cut  off.  They  may 
put  it  in  the  policy,  instead  of  paying  ten  thousand  dollars  the 
first  year,  if  that  is  the  amount  of  the  insurance,  they  will  pay 
seven  thousand  dollars  in  case  of  death  the  first  year  or  six  thou- 
sand dollars  or  five  thousand  dollars.  They  call  this  putting  a 
lien  on  the  policy,  which  really  means  reducing  the  amount  of 
the  insurance  during  that  year.  Then  by  degrees  they  take  oif 
that  lien,  that  is  to  say  they  gradually  increase  the  amount  of 
insurance  they  will  pay  during  the  second  and  third  year  and  .so 
on,  until  after  a  number  of  years  it  comes  up  to  the  full  amount 
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insured,  and  after  that  they  pay  the  full  amount  insured. 
That  is  the  system  upon  which  they  insure  the  people,  and 
the  system  upon  which  they  hold  the  reserves  is  to  take  the 
actual  contract  for  insurance  with  these  reduced  amounts,  what- 
;^^er  they  are,  and  estimate  the  reserve  that  ought  to  be  held 
on  them  according  to  this  special  table  that  I  have  spoken  of, 
■with  increased  mortality,  and  the  regular  rate  of  interest  which 
they  assume  in  their  calculationa. 

BY  ME.  OOX: 

Q.  Are  there  any  experience  tables  available,  general  exper- 
ience tables,  for  anything  of  that  sort?  A.  There  are  tables  re- 
lating to  certain  classes  of  cases.  So  far  as  a  person  comes  within 
a  certain  recognized  class  there  are  tables  available  for  indicating 
the  proper  mortality  of  that  class.  For  example,  for  a  person 
whose  weight  greatly  exceeds  the  amount  which  is  proper  for  his 
height,  in  other  words,  a  stout  person,  a  very  stout  person,  will 
probably  have  a  specially  heavy  rate  of  mortality  applicable  to 
his  case.  And  there  are  tables  which  apply  to  the  mortality  of 
stout  persons  who  are  otherwise  in  perfect  health.  There  are 
tables  available  for  gouty  persons,  there  are  tables  available  for 
a  variety  of  special  risks.  But  there  are  no  tables  available  for 
those  numerous  individuals  who  may  happen  to  be  in  two  of  these 
classes;  for  instance,  a  person  who  is  gouty  and  at  the  same 
time  very  heavy,  there  is  no  table  available  for  that  particular 
combination. 

Q.  And  the  insurance  of  that  man  is  a  guess?  A.  Well,  not 
exactly  a  guess  I  fancy  in  the  New  York  Life,  because,  as  I 
understand,  they  have  had  a  number  of  years'  experience  of  their 
own,  and  I  am  quite  incompetent  to  pass  any  judgment  upon 
the  extent  of  the  tables  which  they  have  deri-ved  on  their  own 
experience,  and  the  degree  to  which  those  tables  should  be.  trusted 
for  future  business.  I  have  not  any  doubt  at  all  that  this  business^ 
both  in  Great  Britain  and  this  country,  was  done  in  the  first  place 
as  you  may  say  largely  as  a  guess,  but  you  must  remember  that  it 
would  be  the  guess  of  a  particularly  experienced  and  bright  person 
who  knew  his  business  pretty  well.  And  there  are  some  companies, 
I  have  heard  of  two  in  Great  Britain,  and  there  may  be  more, 
which  have  actually  made  a  profit  on  that  class  of  business  owing 
to  the  particular  capability  of  the  individuals  who  made  the 
guesses  for  them.  And  as  I  understand  Mr.  MdOaU's  testimony, 
the  mortality  thus  far  in  the  New  York  Life  is  only  95  per  cent 
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of  what  they  have  expected  according  to  their  tables  in  which  they 
have  classified  the  risks  which  they  have  taken  on  the  sub-average 
basis. 

BY  MR.  McKEEN: 

Q.  Has  the  fact  been,  if  the  society  gets  business  by  any  of  these 
companies,  has  the  fact  been  advertised  that  they  take  lives  on 
these  sub-average  risks  ?     A.  No,  I  think  not. 

Q.  Is  it  not  a  fact  that  that  system  is  largely  resorted  to  be- 
cause of  the  great  pressure  of  the  agents  to  get  people  insured  who 
would  not  pass  medical  examination  ?  A.  That  I  cannot  say, 
but  I  should  suppose  that  that  would  be  one  element,  and  another 
element  would  be  the  natural  desire  of  the  managers  to  insure  as 
many  people  as  possible  provided  they  could  get  good  pay  for  it, 
good  satisfactory  pay. 

Q.  If  you  have  an  opinion  which  you  can  give,  what  is  it,  as  to , 
the  wisdom  of  general  entering  upon  that  kind  of  business  by  all 
companies?  A.  Well,  there  are  two  points  that  I  will  make 
upon  that  matter.  In  the  first  place,  I  should  say  that  there  is 
not  yet  sufficient  experience  available  which  would  enable  com- 
panies in  general  to  go  into  that  business  vsdth  any  fair  prospect 
of  being  certain  to  avoid  loss  on  it. 

BY  MR  COX: 

Q.  Let  me  ask  you  right  there,  how  can  you  get  experi- 
ence tables  for  that  purpose  without  going  into  the  business 
or  having  someone  go  into  the  business?  A.  The  company 
which  has  been  in  the  business  the  longest  has  the  advantage 
over  the  other  ones,  because  it  has  its  own  experience  to  go  by. 

Q.  Do  you  mean  by  that,  then,  that  companies  must  en- 
gage in  it  before  they  can  make  up  accurate  experience  tables 
for  the  purpose?  A.  I  should  doubt  the  feasibility  of  secur- 
ing accurate  tables  for  anything  except  specific  simple  classes, 
such  as  I  refer  to.  For  complicated  cases,  which  a  doctor 
would  form  an  opinion  about,  I  do  not  see  how  it  would  be 
possible  to  secure  adequate  tables  of  sufficient  magnitude  to 
enable  one  to  depend  upon  them  for  future  business.  In  short, 
it  seems  to  me  that  it  is  a  system  of  good  guessing,  and  in 
order  to  get  good  guessing  it  has  to  be  guessing  on  the  safe- 
side,  and  the  doctors  and  others  who  have  to  do  the  guessing 
must  do  so  in  such  a  way  that  on  the  average  they  feel  sure 
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that  they  -will  not  be  betrayed  by  the  results.  In  other  words, 
if  they  make  a  mistake  on  one  man  that  it  will  be  more  than 
made  up  by  making  a  corresponding  mistake  on  the  other 
side  in  favor  of  the  company  on  another  man.  And  I  fancy 
that  that  is  what  has  actually  happened  in  these  companies 
that  have  succeeded  in  making  a  profit.  There  are  a  number 
of  companies  that  I  have  heard  of  who  have  tried  this  btisi- 
ness  in  Great  Britain  who  have  not  made  a  profit.  That  brings 
me  to  the  second  point  I  would  make,  and  that  is  that  if  a 
number  of  companies  go  into  that  kind  of  business,  it  must 
inevitably  lead  to  competition  in  individual  cases.  And  I 
made  this  remark  to  an  ofiicer  of  the  ISTew  York  Life  a  num- 
ber of  years  ago,  I  said.  "As  long  as  you  have  no  open  com- 
petition, you  may  be  able  to  make  your  rates  whether  you 
have  statistics  for  them  or  not,  you  may  be  able  to  make  your 
rates  so  carefully  and  so  conservatively  on  the  average  as  to 
make  a  profit,  biit  I  said  when  you  begin  to  have  competition 
with  some  company  which  does  business  on  a  large  scale,  and 
it  is  openly  understood  that  people  can  go  to  one  or  another 
of  these  companies,  then  I  said  a  man  will  go  to  your  com- 
pany and  he  will  be  told  that  he  will  have  to  have  a  lien  of 
30  per  cent,  on  his  policy,  which  means  that  the  first  year 
you  will  pay  $7,000  instead  of  $10,000,  and  then  he  will  go 
to  some  other  company  and  their  doctors  will  figure  out  that 
they  will  let  him  have  a  policy  which  will  give  him  $8,000  the 
first  year  instead  of  $7,000.  It  is  quite  impossibe  to  have 
definite  tables  for  these  extreme  complex  cases. 

BY  MR.  COX: 

Q.  Do  you  mean  right  there  again  that  the  doctors  figure  out 
these  things  for  the  policies?  A.  I  fancy  the  doctors  have  most 
to  say  about  it,  but  also  that  they  are  in  company,  I  fancy  they 
work  together,  having  some  representative  of  the  actuarial  de- 
partment and  some  other  department,  I  fancy  there  are  two  or 
three  minds  at  work  on  each  case,  and  it  would  necessarily  be  so. 
But  I  was  going  to  say  fiirther,  as  I  said  before,  to  this  gentle- 
man, that  the  man  who  went  to  the  other  company  and  could  get 
$8,000  the  first  year  would  go  to  the  ISTew  York  Life  agent  and 
say,  "  You  are  no  good,  your  doctors  are  a  set  of  old  humbugs. 
This  doctor  in  the  other  company  is  going  to  take  me  for  $8,000 
and  your  doctor  said  $7,000,  and  as  far  as  the  other  company  is 
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concerned,  it  gets  the  business  but  the  !N"ew  York  Life  agent  does 
not  forget  it."  Remember,  this  is  a  talk  I  had  some  years  ago  as 
to  the  possibility  of  competition  and  what  would  be  the  effect  of  ^ 
competition.  Then  the  New  York  Life's  agent  goes  to  his  com- 
pany and  says  our  doctors  are — ^when  I  say  doctors  I  mean  the 
committee  having  charge  of  the  matter  —  our  people  are  too  con- 
servative in  this  matter.  They  are  not  up  to  date.  They  are  old 
fogies,  and  so  forth.  And  that  might  happen  once  or  twice  or 
ten  or  twenty  years  without  producing  any  effect,  but  after  it  hap- 
pened one  hundred  times  the  people  in  charge  of  the  management 
would  begin  to  wonder  whether  or  not  they  were  not  too  severe 
and  too  close  in  their  calculations  and  whether  they  had  not  better 
let  up  a  little,  and,  in  short,  I  said  to  this  gentleman  the  effect  of 
open  competition  on  that  business  is  bound  to  lead  to  loss  in  the 
end,  it  seemed  to  me. 

Q.  Then  there  is  a  constant  pressure  being  brought  to  bear  upon 
the  actuary's  department  in  connection  with  the  competition,  and 
unless  you  have  experience  tables,  established  experience  tables, 
there  is  great  danger  involved?  A.  I  think  that  would  be  the 
case  if  there  were  open  competitions.  As  long  as  the  company  has 
a  full  say  about  what  it  is  going  to  do,  the  officers  can  use  their 
judgment  so  conservatively  as  in  all  probability  to  come  out  all 
right,  that  is  the  way  it  strikes  me.  But,  of  course,  I  may  be  even 
too  sanguine  on  that  point,  but  I  think  the  companies  who  carry 
it  on  can  do  it  provided  they  have  no  competition. 

BY  ME.  McKEEN: 

Q.  Do  you  happen  to  know  what  the  result  has  been  in  Austra- 
lia, where  this  practice  has  prevailed  to  a  considerable  extent, 
whether  it  has  been  profitable  there  or  successful  there  ?  A.  Aus- 
tralia, I  don't  recollect  having  read  about  it.  I  have  always  un- 
derstood the  practice  has  not  been  profitable  in  Great  Britain, 
where  there  is  more  or  less  competition, 

Q.  l^ow,  it  has  been  said  in  defense  of  this  system  that  it  is 
analogous  to  fire  insurance  where  extra  hazardous  risks  are  taken, 
and  extra  premiums  are  paid,  and  it  has  been  said  that  there  is  no 
reason  why  the  same  thing  should  not  be  done  in  life  insurance. 
Is  it  not  a  fact  that  it  has  always  been  well  known  that  the  funda- 
mental distinction  between  fire  insurance  and  life  insurance  was 
that  fire  insurance  is,  as  a  rule,  for  limited  periods  of  time  —  term 
insurance,  almost  altogether  ?  A.  I  have  not  thought  much  about 
that  argument. 
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Q.  "Well,  it  is  a  fact,  is  it  not,  that  substantially  all  fire  insur- 
ance is  for  a  limited  term  and  marine  insurance  also  for  a  voyage 
usvally?  A.  There  is  a  great  difference  between  fire  insurance 
and  life  insurance  in  all  respects.  One  is  that  it  is  for  a  term  and 
is  not  only  limited,  but  can  be  cut  short  by  the  company  at  any 
time,  while  the  life  contract  lasts  until  the  end  of  the  period  or  un- 
til life,  according  to  the  nature  of  the  contract.  The  other  point  is 
that  life  companies  are  accustomed  to  depend  on  tables  of  mortal- 
ity, where  fire  companies  have  a  very  multifarious  class  of  risks 
to  deal  with,  some  of  which  they  have  statistics  for,  and  some  of 
which  they  haVe  to  guess  on. 

Q.  Mr.  McGlintock,  we  were  talking  about  the  tontine  system, 
and  that  leads  up  to  the  question  of  deferred  dividend  policies.  As 
I  understand  it,  the  Mutual  Life  never  engaged  in  the  old  strictly 
tontine  plan  of  life  insurance,  but  you  have  so  many  years  engaged 
in  the  issue  of  policies  upon  the  deferred  dividend  plan ;  when  was 
that  system  or  method  of  insuring  adopted  in  the  Mutual,  about 
when?  A.  In  1886.  I  ought  to  correct  one  point  in  your  state- 
ment. The  Mutual  Life  issued  a  few  tontine  policies  at  a  very 
early  period,  perhaps  about  1870,  for  a  short  time,  and  the  story 
goes  that  Mr.  Winston,  who  was  the  president  of  the  company, 
happened  to  meet  the  wife  of  one  of  the  persons  insured  on  one 
of  those  policies,  and  she  complained  to  him  that  she  was  afraid 
they  would  not  be  able  to  keep  up  that  policy;  that  if  it  was  a 
regular  policy  they  could  pinch  a  little  so  as  to  pay  the  premiums 
and  get  a  paid-up  policy;  but  being  a  tontine  policy  they  were 
going  to  lose  everything  they  put  in;  and  she  expressed  her  de- 
testation of  the  system  in  such  a  way  as  to  cause  him  to  feel  that 
the  system  of  tontine  forfeiture  of  those  policies  was  one  which 
would  be  objected  to  and  ultimately  unpopular.  He  accordingly 
issued  an  order  that  that  particular  plan  should  be  dropped,  so 
that  only  a  very  few  were  issued  during  the  year  and  possibly  a 
little  longer  than  a  year;  but  they  all  ran  out  many  years  ago. 
The  policies  to  which  you  refer  the  company  issued  in  1886.  Be- 
fore that  the  Mutual  Life  had  had  a  somewhat  varied  experience 
as  to  its  dividend  system.  I  think  I  can  hardly  explain  the  Jiistory 
of  it  without  going  into  the  early  history. 

Q.  I  think  it  would  be  interesting  to  the  Committee,  and  save 
time,  if  you  will,  before  going  into  this  discussion,  which  is  a 
very  important  one  in  the  eyes  of  the  Committee,  I  know,  and 
gets  added  importance  from  the  so-called  Trick  Eeport,  if  you 
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will  briefly  explain  what  tlie  dividend  system  has  been  in  the 
Mutual  Life,  the  basis  for  dividends  and  the  nature  of  the  so-called 
surplus.  A.  The  Mutual  Life  began  business  in  1843,  being  a 
company  which  has  been  doing  business  the  longest  of  any  com- 
pany in  this  country.  It  had  a  system  in  its  charter  by  which 
every  five  years  it  was  to  take  account  of  stock  and  divide  the 
profits  among  the  policyholders.  It  made  a  division  in  1848. 
By  the  way,  I  might  say,  that  it  would  have  been  executed  by  the 
sherifF  or  somebody,  if  the  present  laws  had  been  in  force  at  that 
time,  for  making  that  dividend ;  there  was  not  any  surplus  accord- 
ing to  the  present  system ;  but  it  made  a  division  of  profits  in  1848 
on  the  plan  of  paying  the  dividends  at  death;  each  policy  had  a 
certain  amount  credited  to  the  policy ;  it  was  called  a  reversionary 
addition ;  it  was  called  an  addition  to  the  amount  insured ;  it 
was  called  a  dividend  addition,  or  it  was  called  simply  a  divi- 
dend; but  whatever  name  was  given  to  it,  it  was  a  dividend 
added  to  the  policy  and  payable  only  at  death.  That  is  the  system 
which  has  been  in  force  in  Great  Britain  from  the  year  one; 
it  is  a  system  which  was  in  force  in  this  country  at  the  time  of 
the  organization  of  the  Mutual  Life,  and  it  was  acted  upon  by 
the  Mutual  Life  for  a  good  many  years.  The  next  division  was 
in  1853,  the  dividends  then  in  the  same  way  were  made  payable 
at  death.  The  cash  value  of  the  dividends  was  not  discussed, 
was  not  thought  of  as  a  matter  between  the  company  and  the 
policyholder;  all  that  the  policyholder  knew  was  that  he  had  so 
much  added  to  his  policy  to  be  paid  to  his  family.  I  would  like 
to  say  that  this  early  system  of  the  Mutual  Life  is  the  one  to 
which  Mr.  McCurdy  undoubtedly  referred  in  his  testimony, 
though  the  language  which  he  used  was  a  little  ambiguous,  and 
has  been  considerably  misunderstood. 

The  following  division  was  made  in  1858,  five  years  again 
later,  and  likewise  was  made  only  in  insurance,  with  no  discus- 
sion of  cash  values  for  the  policyholders.  In  1863,  and  it  may 
possibly  have  been  earlier,  becatise  I  have  been  unable  to  trace 
the  facts.  Many  of  the  early  papers  and  printed  documents 
which  were  in  use  fifty  years  ago  were  destroyed  in  a  general 
burning  up  of  all  supposed  rubbish,  which  took  place  some 
twenty  or  twenty-five  years  ago;  but  it  is  possible  that  the  divi- 
dends of  1858  may  have  been  varied  by  the  companies  so  as  to 
allow  policyholders  a  certain  allowance  in  cash  in  case  they  sur- 
rendered their  additions,  or  some  part  of  their  additiona  toward 
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the  payment  of  premiums.  That  is  possible,  but  I  have  no 
recollection  of  having  seen  it.  The  dividend  of  1863  was  made 
by  ]VIr.  Homans,  who  had  become  actuary  of  the  company,  and 
he  introduced  a  plan  of  division,  which  was  devised  by  himself 
and  Mr.  Tackier,  his  assistant,  the  principal  idea  having  been 
proposed  to  him  by  -Mr.  TacHer,  and  was  called  the  contribu- 
tion plan,  and  from  that  time  forward  my  impression  is  that  the 
policyholders  were  permitted  to  draw  upon  the  cash  value  of 
their  addition  insurance  in  order  to  assist  them  in  paying  their 
premiums,  in  case  they  demanded,  but  not  as  a  regular  thing  in 
the  way  of  telling  them  here  was  a  dividend  to  go  against  their 
premium;  and  the  contribution  plan  was  adopted  then  by  prac- 
tically all  the  other  American  companies  one  after  another,  dur- 
ing the  next  few  years.  The  company  and  one  or  two  other 
companies,  which  were  working  on  the  five  year  system  were  in 
great  warfare  at  that  time  with  the  Connecticut  Mutual  and 
some  other  companies  which  were  working  on  what  is  called  the 
note  system.  The  note  system  was  one  started  by  the  Connecti- 
cut Mutual,  I  think,  or  possibly  by  some  other  company,  but  I 
think  that  was  the  earliest-,  by  which  the  policyholder  could  give 
a  note  for  fifty  per  cent,  of  his  first  premium,  and  then  the  next 
year  he  paid  seven  per  cent  interest  on  that  note  and  gave 
another  note  for  fifty  per  cent,  of  the  second  premium,  so  that 
it  cost  him  fifty-three  and  one-half  per  cent,  of  his  premium,  in- 
cluding the  interest  on  the  first  note  at  fifty  per  cent. 

Then,  the  next  year  he  gave  another  note  for  fifty  per  cent, 
and  paid  interest  on  the  two  previous  notes;  so  that  it  cost  him 
57  per  cent,  on  the  one  hundred  dollars  of  the  premium.  Then 
the  fourth  year  he  gave  a  fourth  note  of  50  per  cent.,  and  paid 
interest  on  the  three  previous  notes,  amounting  to  60  and  i 
per  cent,  altogether,  including  the  cash  part  of  the  premium. 
And  then  the  next  year  he  paid  interest  on  all  four  notes,  which 
brought  him  up  to  64  per  cent,  of  the  premium,  and  after  that 
was  all  he  had  to  pay  instead  of  paying  the  premium  of  $100  a 
year — ^this  was  an  ordinary  life  insurance,  you  understand,  in- 
stead of  pajdng  a  premium  of  a  hundred  dollaxs>a  year,  he  paid 
$64  a  year  annually,  and  after  the  fourth  year — ^because  the 
company  gave  him  back  then  his  first  note  and  called  it  a  dividend, 
he  gave  a  fifth  note  and  the  company  always  had  four  notes  in 
its  possession,  so  that  he  always  paid  interest  on  four  notes. 
The  next  year  the  company  gave  up  the  second  note  as  a  divi- 
dend, but  he  gave  another,  so  that  it  still  had  four  notes  in  its 
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possession,  so  that  the  company,  always  had  four  notes  in  its 
possession,  giving  up  the  earliest  note  and  keeping  the  new  one, 
and  always  charging  interest  on  four  notes;  and  then,  when  the 
man  died,  the  company  handed  over  all  those  notes,  and  called 
it  a  dividend,  so  that  he  got  his  full  insurance  in  cash,  his  family 
did.  And  the  result  was  that  these  note  companies  for  a  series 
of  years  were  able  for  a  cash  payment  of  $64  in  place  of  $100  to 
cany  a  practical  life  insurance  for  the  full  amount.  But  the 
thing  was  too  good  to  last;  it  was  like  the  assessment  or  the 
fraternal  business;  the  reserve  liabilities  came  in  and  increased 
on  that — ^I  need  not  go  into  the  figures,  I  could  not  without  the 
figures  before  me,  but  you  can  take  my  word  for  it  that  they  could 
not  stand  it;  so  the  note  companies  began  to  give  up  giving  these 
notes  as  a  dividend,  and  they  marked  off  a  part  of  one  note  by 
way  of  dividend — ^they  reduced  the  dividends,  in  other  words. 

BY.  MK.  McKEEN: 

Q.  Eeduced  the  notes?  A.  Keduced  the  notes,  yes,  by  the 
dividends;  instead  of  giving  the  whole  note  as  they  had  done, 
they  marked  off  part  of  it;  in  other  words,  they  reduced  what 
they  called  the  dividends,  and  at  the  same  time  they  reduced 
the  notes;  but  they  did  not  give  them  back;  and  the  man 
therefore  had  to  pay  interest  on  more  than  four  notes  and  his 
premiums  and  interest  kept  mounting  up  on  him;  then  they 
foimd  they  were  lapsing  their  policies  rapidly,  because  people 
do  not  like  to  increase  their  premiums  indefinitely,  and  by 
degrees  they  gave  up  the  biisiness.  ISTow,  here  is  what  I  am 
coming  to:-  While  the  note  companies  were  doing  this,  their 
agents  were  pounding  away  at  the  agents  of  the  Mutual  Life 
and  other  companies  of  that  class,  which  took  the  premiums 
in  cash  and  saying,  "Why,  you  pay  your  whole  premiums,  in 
cash,  and  you  never  get  anything  until  you  die,  and  anyhow 
you  don't  get  it  until  after  five  years,  and  only  once  in  five 
years."  So  the  first  thing  they  did  in  the  Mutual  Life  to 
meet  this  clamor  was  to  reduce  the  period  of  taking  stock, 
making  a  division — making  the  division  from  five  to  three 
years,  and  after  the  dividend  of  1863  they  made  the  next  divi- 
dend in  1866;  then  after  that  they  made  a  dividend  every 
year;  they  came  squarely  down  to  the  annual  basis,  so  that 
at  the  end  of  the  first  year  the  policyholder  got  a  resjgectable 
dividend  to  reduce  his  premium  if  he  wanted  to,  and    to     let 
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it  stand  if  lie  wanted  to  —  the  company  advised  them  to  let  it 
stand,  but  if  he  wanted  cash  value  he  could  do  it;  and  this 
was  done  in  competition  with  the  note  companies,  and  that 
is. the  reason  why  the  Mutual  Life,  which  was  organized  on 
the  English  system,  to  pay  dividends  at  death,  came  down  to 
what  is  known  as  the  annual  dividend  system,  while  the 
English  companies  never  had  done  so  because  the  companies 
never  had  to  meet  competition  of  the  note  system. 

Q.  In  your  history  —  when  you  come  to  a  place  —  I  think  it 
would  be  interesting  to  know  what  the  Mutual  system  of 
post-mortem  dividends  was  which  I  believe  led  to  a  break 
between  Mr.  Homlans  and  Mr.  Winston  —  do  you  recollect 
what  that  was?  A.  Mr.  Homans  always  claimed  that  the 
dividend  at  the  end  of  the  policy  year,  in  which  the  man  dies  — 
of  course,  there  is  a  distinction  between  policy  year  and  calen- 
dar year  —  that  the  dividend  which  would  come  at  the  end 
of  the  policy  on  which  he  died  ought,  according  to  Mr.  Homans' 
calculation,  be  paid  in  full;  and  I  have  only  a  general  im- 
pression, because  I  was  not  in  the  company  at  the  time,  only 
by  hearsay,  and  I  have  heard  nothing  of  it  since  I  came  to 
the  company,  but  according  to  hearsay  at  the  time,  as  I  remem- 
ber it,  when  I  first  got  into  the  business  in  1868  Mr.  Homans 
was  very  sturdy  in  defence  of  paying  the  full  dividend  at 
the  end  of  the  year  in  which  the  man  died;  or  practically  at  the 
time  when  the  money  was  paid  which  was  three  months  after 
his  death;  while  Mr.  "Winston  objected  to  it;  but  at  any  rate  the 
compromise  was  reached  finally  by  which  the  company  has  acted 
ever  since,  by  which  it  goes  on  to  pay  the  post-mortem  dividend, 
but  it  only  pays  a  fraction  of  the  annual  dividend  correspondJjig 
to  the  fraction  of  the  year  during  which  the  man  lived  and  the 
fraction  accruing  after  that  is  not  paid  by  the  company. 

Q.  ISTow,  keep  right  on,  Mr.  McClintock,  and  explain  how  the 
Mutual  came  to  adopt  the  plan  of  paying  dividends  annually 
instead  of  at  the  beginning,  every  five  years;  will  you  go  on  and 
explain  the  adoption  of  the  deferred  dividend  system  and  explain 
wherein  that  differs  from  the  tontine  system,  if  at  all?  A.  The 
Mutual  Life  during  the  YO's  was  exposed  to  very  great  com- 
petition with  the  Equitable  and  the  New  York  Life.  The  com- 
petition has  always  been  far  greater  between  those  three  com- 
panies than  between  one  of  them  and  any  other  company.  The 
other  two  companies  were  working  on  the  tontine  plan,  and  in 
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18Y8,  I  think,  in  order  to  make  the  Mutual  Life  business  more  ac- 
tive an  offer  was  made  by  the  company  to  all  new  policyholders  on 
the  ordinary  life  plan  and  a  corresponding  proportion  on  other 
plans,  of  thirty  per  cent  rebate  the  first  year,  so  that  instead  of 
]jaying  $100  the  first  year  the  policyholder  was  onlytp  pay  $10  the 
first  year,  and  after  that  would  go  on  paying  $100.  This  was  an 
open,  published  rebate  given  by  the  company  itself  to  all  policy- 
iiolders  without  distinction,  and  was  intended  as  the  Mutual  Life's 
answer  to  a  practice  which  had  troubled  its  agents  very  much  on 
the  part  of  some  other  companies  —  not  particularly  the  two 
companies  I  have  mentioned,  but  companies  in  general,,  of  agents 
giving  away  part  of  their  commissions  to  policyholders  and  there 
was  so  much  complaint  about  this  thing,  and  also  so  miuch  com- 
petition with  the  other  companies  on  their  tontine  plan,  so,  thai 
they  were  getting  most  of  the  business,  and  the  Mutual  Life  doing 
a  comparatively  small  business,  that  this  system  was  introduced, 
but  it  created  a  great  hubbub,  and  there  was  a  great  deal  of 
discussion  one  way  or  another  between  authorities  and  actu- 
aries and  lawyers  and  the  public  generally  as  to  whether  this 
was  right  or  not  on  the  part  of  the  Mutual  Life;  so,  after  con- 
sideration of  the  board  of  trustees  that  system  of  a  rebate  on  the 
first  premium  was  discontinued.  But  in  February,  1879',  the 
company  began  to  issue  policies  at  a  greatly  reduced  rate  of 
premium — instead  of  $100  on  an  ordinary  life  policy  the  policy- 
holder had  to  pay  only  $85 — there  was  a  reduction  of  15  per  cent, 
all  around  on  ordinary  life  business,  and  a  somewhat  smaller  re- 
duction on  othep- business,  and  that  system  continued  for  more 
than  five  years,  or  continued  from  Tebruary,  1879,,  until  the  sum- 
mer of  1885.  And  I  think  some  policies  were  issued  up, to  the 
end  of  1885. 

Q.  Did  the  company  reduce  the  rates  of  previous  outstanding 
policies?  A.  It  offered  to'  all  policyholders  the  privilege  of  reduc- 
ing the  rate,  but  it  announced  at  the  same  time  that  if  the  rate 
were  reduced  the  dividends  would  be  reduced  by  precisely  the 
same  amount.  The  result  was  that  very  few  people  availed-  them- 
selves of  it.. 

The  dividends  have  always  been  on  those  policies  which  were 
issued  prior  to  that  date — ^have  always'  been  greater  than-  the  re- 
duction, so  that  there  has  always  been  some  sort  of  a  dividend,  not 
very  large,  but  still  a  dividend,  on  the  reduced  rate  polieie9,^and 
on  the  other  policies  issued  then  and  earlier,  on  thj?  high  rates  the 
55 
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dividend  lias  been  greater  than  the  reduced  rate  dividend — I  mean 
on  policies  issued  the 'same  year  by  exactly  the  difference  of  the 
annual  premium  between  the  regular  rate  and  the  reduced  rate. 

Now,  here  is  a  curious  thing  I  would  like  to  mention.  The  poli- 
cies issued  during  those  five  years  of  the  reduced  rates  were  the 
most  favorable  policy  ever  made  1\y  finy  company  in  this  country 
on  the  participating  basis  to  any  policyholder.  The  number  of 
persons  who  took  those  policies — tlie  business  was  not  very  much 
compared  with  other  business  at  that  time — the  niimber  of  per- 
sons who  took  those  policies  was  comparatively  small  as  compared 
with  the  number  insured  before  and  since;  and,  of  course,  twenty 
years  have  passed  by  since  that  plan  was  discontinued,  but  here  is 
the  fact  that  there  have  been  more  complaints  made  to  the  company 
about  dividends  from  those  policyholders  who  had  their  15  per 
cent,  guaranteed  to  them  as  dividends  in  advance,  which  the  com- 
pany could  not  back  out  of,  and  something  more  beside,  than  from 
all  the  other  policyholders  put  together,  twice  over,  just  because 
instead  of  getting  what  they  wanted — they  wanted  to  get  a  divi- 
dend fifteen,  twenty  or  twenty-five  per  cent.,  and  instead  of  that 
they  got  sixteen,  seventeen,  eighteen  or  twenty  per  cent. — in  other 
words,  they  got  fifteeri  per  cent,  less  than  they  thought  they  ought 
to  get;  they  thought  they  ought  to  get  the  same  percentage  of  divi- 
dends on  the  reduced  rates  that  other  people  Avere  getting  on  the 
high  rates,  whereas  actually  they  got  merely  the  difference  in  the 
premium,  and  they  considered  that  a  great  hardship,  and  here  is 
an  illustration:  A  policy  was  brought  forward  the  other  day  in 
this  room,  or  the  other  room,  and  presented  to^Mr.  McCnrdy  on 
the  life  of  a  Mr.  Clark  in  this  city,  a  lawyer,  and  that  was  issued 
on  the  reduced  rates,  and  the  dividends  on  those  policies  have  been 
small  all  the  way  througli,  and  if  the  full  rate  of  premium  bad 
been  stipulated' in  the  policy  that  had  been'paid  by  the  insured,  the 
dividends  would  have  been  increased  by  just  the  amount  of  tlie 
difference  in  premium.        ' 

There  are  two  other  points  connected  with  that  policy  which 
need  not  go  into  now,  but  T  mention  the  fact  that  the  policyholder 
held  that  reduced  rate  policy,  and  I  mention  it  as  an  illustratJon 
of  what' I,  say,  that' the  holders  of  those  policies  have  been  the 
most  dissatisfied  of  any  tliis  company  have  ever  had. 

BY  Mil.  COX: 

Q.  The  decreasing  dividend— was  not  that  the  point  of  the  in- 
troduction of  that  particular  policy,  to  show  how  much  the  divi- 
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cleiid  had  been  decreasing  during  the  terni  of  years?  A.  That 
^vas  one  policy  among  a  lot  of  others  on  which  there  was  a  de- 
crease; there  was  a  corresponding  decrease  in  that  policy  but  it 
showed  worse  in  that  case,  very  much  worse,  because  of  the  re- 
duced premiums  concerning  which  nothing  was  said,  and  this  par- 
ticular policyholder,  if  you  recollect,  took  more  pains  to  fortify 
his  position  by  producing  sixteen  other  policies  to  compare  it  with, 
tliau  all  the  rest  of  the  complainants  put  together,  but  he  was  the 
only  one  that  had  a  reduced  policy. 

BY  THE  CHAIRMAN:     ,  '     " 

Q.  Is  it  common  to  your  policies  that  they  all  decrease,  in. divi- 
dends as  they  grow  older  in  the  company  ?  A.  It  has  been  the  case 
with  every  company  in  the  country  that  the  dividends  on  policies, 
have  at  times  been  reduced. 

Q.  No,  that  they  are  progressively  reduced  as  the  policy  grows 
older.  A.  .The  fact  with  our  company  is  not  exactly  in  accord- 
ance with  your  statement ;  there  is  no  such  progression. 

Q.  Is  that  common  to  your  policies  in  the  Mutual  Life  that 
dividends  do  progressively  decrease  as  the  policy  grows  older  ?  A. 
It  is  not  common  to  the  policies  of  the  Mutual  Life.  All  of  the 
policies  produced  the  other  day  by  Mr.  Hughes  which  complained 
of  decreasing  dividends  were  of  one  particular  class. 

Q.  No,  but  they  decrease  progressively  as  the  policy  gi'ows  older  ? 
A.  The  particular  class  which  was  produced  were  policies  on  which 
all  the  premiums  have  ceased,  and  those  policies  have  nothing  re- 
maining from  which  the  company  can  get  anything  in  the  way  of 
surplus,  excepting  the  reserve  which  it  carries  on  the  paid-up 
policy.  I  don't  know  whether  that  particular  point  was  intended 
to  be  raised  at  this  moment  or  not. 

BY  ME.  COX: 

Q.  Then,  why  should  the  decrease  be  greater  than  the  earning 
power  of  the  reserve  which  is  in  your  hands?  A.  I  can  explain 
that  in  a  few  words  if  Mr.  McKeen  vsdll  pardon  me. 

MR.  McKEEN:  I  was  only  going  to  say  that  we  were  coming 
to  that  later  in  connection  with  quite  a  number  of  other  policies, 
but  as  it  has  been  brought  up  now  I  would  be,  pleased  to  hear  you. 

THE  CHAIRMAN :  We  have  no  preference ;  economize  the 
time  by  adopting  your  own  plaai. 
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ME,  McKEEN" :  No,  as  he  has  begun  to  explain  it  let:  him  pro- 
ceed,. I  do  not  suppose  that  it  will  thi-ow  ainy  light  to  read  the 
letters,  as  they  have  been  read,  subsitantially  all  thei  letters  re- 
ceived by  the  company  from  complain  ante,  indicating  a  steady  dim- 
inution of  dividends  on  each  year. 

THE  WITNESS :  The  policies  in  question  that  were  produced 
here  are  all  paid  up  policies  on  which  premiums  have  ceased. 
The  reserve  gradiially  increases  on  those  policies,  there  is  no  source 
from  which  those  policies  can  give  a  little  contribution  towards  the 
running  expenses  of  the  company,  excepting  sijch  little  profit  as 
may  be  on  the  cost  of  insurance,  as  it  is  called,  the  saving  on  mor- 
tality, mortality  not  being  so  great  as  expected  —  the  difference'  be- 
tween whatever  is  saved  on  an  individtial  in  the  cost  of  his  insur- 
ance and  the  amount  which  ought  to  be  charged  to  him  according  to 
the  table  is  in  our  company  assessed  as  an  expense  against  the 
policy;  in  other  words,  neither  on  those  policies  nor  on  other 
policies  is  a  separate  calculation  made  for  dividend' purposes,  but 
the  profit  on  mortality 

BY  THE  CHAIRMAN: 

Q,  The  policy  in  your  company  which  is  paid  up  has  al- 
ready paid  into  the  company  its  full  percentage  of  loading,  and 
so  contributed  fully  to  the  expenses  of  the  company,  as  if  it  had 
been  an  ordinary  life  policy  with  annual  premiums  payable  to 
death,  is  it  not?  A.  You  are  right,  sir,  all  except  thiS;  element 
of  mortality  which  on  earning  policies  is  charged  up.  as  an  ex- 
pense, whether  they  continue  or  whether  they  are  paid  up  in  ten 
years,  or  during  life. 

Q.  Say,  for  instance,  a  twenty-payment  life  policy  which,  ma- 
tured has  already  fully  contributed  to  your  company  all  its  quota 
for  expenses?  A.  Excuse  me,  sir,  all  except  the  element  I  speak 
of  arising  from  profit  on  mortality. 

Q.  "Well,  that  is  not  an.  expense  to  the  policy,  the  profit  on 
mortality  ?  A.  It  is  appliedby  the  company  theoretically  towards 
the  carrying  on  of  its  expenses. 

Q.  Actually  it  is  a  profit  either  by  mortality  or  as  an  earning 
of  the  company,  isn't  it  ?  A.  It  is  an  earning  of  the  company  as 
applied  towards  expenses. 

Q.  So  it  cannxst  be  charged  against  a  raatured  policy  ?\  A.  We 
do  not  charge  it;  we  charge  the  table  of.  cost  of  mortality. 
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Q.  Whether  you  charge  against  the  matured  policy  which 
decreases  the  dividends  which  naturally  would  go  to  that  policy? 
A.  What  we  charge  against  every  policy  is  the  table  cost  of  mor- 
tality, but  that  would  not  tend  to  increase  or  decrease  the  divi- 
dend ill  any  way. 

Q.  The  table  cost  of  mortality?  A.  Yes,  the  table  cost  of 
insurance. 

Q..  You  mean  table  cost  as  compared  with  the  actual  results? 
A.  No,  the  table  cost  of  insurance  whatever  it  is,  whatever  the 
table  charges  in  a  policy  of  insurance  were  charged  against  the 
policyholder. 

Q.  How  does  that  operate  on  a  matured  policy  to  affect  it  one 
way  or  the  other?  A.  It  does  not  affect  it  one  way  or  the  other, 
excepting— 

Q.  You  say  that  affects  the  matured  policy?  A.  Excepting  as 
regards  —  it  prevents  any  surplus  coming  on  a  paid-up  policy. 
The  surplus  on  a  paid-up  policy  comes  from  the  interest  above 
4  per  cent,  which  is  earned  by  the  company  to  make  up  the 
reserve. 

MR.  McKEEN:  May  I  put  in  a  question  there?  I  was  about 
coming  to  that? 

THE  CHAIRMAN:  Just  a  minute,  I  want  one  more  ques- 
tion :  So  that  the  dividends  paid  upon  a  matured  policy  in  your 
company  means  the  earnings  of  the  company  upon  the  reserve 
credited  to  that  policy  above  4  per  cent,  which  it  calculates  for 
reserve?     A.  With  that  exception. 

BY  MR.  McKeen : 

Q.  It  would  seem  that  where  the  policies  on  a  company  have 
been  commuted,  either  commuted  into  a  single  net  premium  for 
the  entire  period  of  the  policy  or  whether  in  installments,  there 
should  be  something  in  the  nature  of  a  sinking  fund  established 
so  that  ihat  policy  would  have  a  uniform  dividend  getting  power 
throughout.  As  I  understand  you,  the  practice  of  the  company  is 
during  the  time  that  people  are  paying  premiums  to  give 
them  larger  dividends  predicated  upon  the  fact  that  the  pre- 
miums they  are  paying  are  larger  than  would  be  the  pre- 
miums on  an  all-life  policy,  why  don't  you  average  the  re- 
sult throughout  so  as,  as  Senator  Armstrong  said,  a  policy 
that  is  paid  up  should  be  precisely  on  an  equality  with  pol- 
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icies  that  are  still  subject  to  the  payment  of  premiums?  A. 
That  question  of  holding  a  special  reserve  for  expenses  on 
paid-up  policies,  surplus  of  the  prior  years  during  which  they 
were  paying  premiums,  has  occasionally  been  discussed  by 
actuaries.  There  is  a  good  deal  to  be  said  for  it,  but  it  is  a  very 
uncommon  practice. 

Q.  What  do  you  do  in  the  case  of  a  single  premium  about  pay- 
ing dividends?  A..  The  loading,  less  the  charge  for  expenses  is 
returned  aUnually  in  the  dividend  of  the  next  year. 

Q.  It  is  like  using  the  commuted  dues  of  a  membership  corpo- 
ration as  income,  isn't  it  ?    A.  Yes,  sir. 

Q.  Technically,  theoretically,  economically,  there  should  be  a 
sinking  fund,  should  there  not,  in  these  cases.  A.  According  to 
theory — I  mean  according  to  correct  theory,'  I  think  it  would-be 
well  if  the  companies  generally  required  that  kind  of  a  special 
reserve,  and  even  if  the  Commissioners  were  to  require  it  accord- 
ing to  law,  but  as  a  matter  of  fact  it  has  never  been  required  by 
the  Commissioners  as  part  of  the  regular  reserve,  and  it  has  never 
been  publicly  discussed  even,  so  universally  is  the  practice  against 
it ;  it  has  never  been  publicly  discussed  to  my,  recollection,  the  idea 
of  holding  a  special  reserve  against  the  expenses  on  paid  up  poli- 
cies— and  I  think  perhaps  the  reason  why  that  does  not  appear  to 
be  of  much  consequence  is  this — first  that  the  amount  of  business 
done  by  single  premiums  and  even  paid  up  policies  on  ten  pre- 
miums is  very  small, in  proportion  to  the  entire  business  of  the 
company,  so  that  it  is  one  of  the  small  affairs  which  you  don't  need 
to  trouble  about;  and  secondly,  that  those  policies  have  already 
contributed,  as  the  chairman  said,  heavily  towards  the  expenses 
out  of  their  loadings,  the  remainder  of  the  loadings  have  been 
returned  in  the  dividends,  so  that  a  comparatively  small  charge 
after  the  termination  of  the  premium  paying  period  is,  as  far  as 
they  are  concerned,  only  equitable,  and  in  our  company  that  charge 
consists  only  in  the  saving  that  there  is  on  the  mortality,  and  I 
may  remark  here,  as  a  matter  of  fact,  that  our  paid  up  business, 
and,  as  far  as  I  know,  the  paid  up  business  of  other  companies, 
shows  a  pretty  high  mortality.  That  is  an  interesting  matter^ — 
just  hajppens  so ;  I  was  going  to  say  in  regard  to  the  rate  of 
interest  before  we  stop,  the  rate  of  interest  which  the  company 
has  been  able  to  employ  in  its  dividend  calculation  has  been,  also 
a  matter  of  pride  in  the  Mutual  Life,  and  it  remains  a  matter  of 
pride  notwithstanding  that  it  has  been  as  the  chairman  has  said 
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progressively  diminishing  for  a  good  many  years.  Thirty  years 
ago  it  was  6^  per  cent,  which  the  company  distributed  to  its 
policyholders  in  dividends,  that  is  to  say  the  surplus  above  fpur 
per  cent.,  which  made  two  and  a  half  per  cent,  on  the  reserve. 
Twenty  years  ago  it  was  six  per  cent.,  I  am  not  certain  whether 
it  is  twenty  or  twenty-five  years  ago;  I  was  looking  at  it  a  few 
days  ago,  but  it  has  been  practically  progressively  diminishing  not 
every  year  but  every  few  years  there  would  be  a  reduction,  so 
that  it  was  reduced  to  six  per  cent. ;  it  was  reduced  finally  to  five 
per  cent,  before  I  became  connected  with  the  company  in  1890, 
and  it  remained  at  5  per  cent,  for  a  few  years  afterwards,  then 
it  was  reduced  to  4%  per  cent.,  then  it  was  reduced  to  4  3-10  per 
cent ;  it  was  at  4  3-10  per  cent,  up  to  the  end  of  1903.  Now,  what 
does  that  mean?  It  means  that  the  Mutual  Life  has  been  giving 
to  its  policyholders  in  credit  from  the  time  the  premium  is  due, 
not  when  it  is  paid,  but  from  the  time  the  premium  is  due  to 
the  end  of  the  policy  year  when  the  next  premium  is  due, 
and  on  every  premium  from  the  time  it  is  due  until  the  next 
premium  is  due ;  so  it  loses  interest ;  the  company  has  given 
credit  to  those  policyholders,  after  paying  the  cost  of  looking 
after  investments  has  given  credit  to  those  policyholders  for 
these  various  percentages  anl  these  it  has  given  credit  at  the 
rate  of  4  1-10  per  cent.,  or  given  them  a  credit  greater  than  any 
savings  bank,  and  that  is  because  we  only  make  one-tenth  of  one 
per  cent,  in  1904  and  1905  when  we  made  three-tenths  of  one 
per  cent,  in  1903,  the  profit  over  four  per  cent,  of  the  reserve,  and 
that  gives  a  profit  reduced  to  a  very  small  quantity.  These  paid 
up  policies  are  not  pro:fitable  policies;  the  profit  is  of  the  very 
smallest  in  this  way  I  have  stated  it,  nevertheless  it  results  rather 
ludicrously  from  a  policyholder's  point  of  view.  lie  is  getting 
dividends  for  a  great  many  j'ears  and  seeing  them  dwindle,  and 
thinking  he  is  to  get  nothing  by  and  by.  The  interest  decreases 
in  every  company,  nevertheless,  he  does  not  like  it,  and  cannot 
be  expected  to  like  it,  and  he  finds  that  whereas  —  suppose  there 
is  a  ten  thousand  dollar  policy,  with  a  six  thousand  dollar  reserve 
on  it,  one-tenth  of  one  per  cent  on  that  is  six  dollars,  and  that  is 
the  dividend  on  a  ten  thousand  policy  perhaps  of  that  character. 
The  vear  before,  1904,  it  was  nearly  eighteen  dollars,  because 
the  reserve  was  almost  six  thousand  dollars  at  that  time,  and  we 
were  getting  three-tenths  of  one  per  cent  instead  of  one-tenth. 
It  all  of  a  sudden  dropped  from  eighteen  dollars  to  six  dollars. 
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and  it  looks  as  if  the  bottom  is  dropping  out,  and  yet  it  merely 
is  the  expression  of  fact  we  are  payioig  more  tp  that  man  than 
any  savings  bank  is  giving  to  its  policyholders. 

BY  ME.  COX: 

Q.  If  it  dropped  below  four  per  cent  would  he  owe  you  some- 
thing ?     A.  We  cannot  get  it  out  of  him.     The  law  will  not  let  us. 

Eecess  until  2.15  P.  M. 


AFTEK  RECESS. 

ME.  McKEEN":  Mr.  Chairman,  we  feel  impelled  to  excuse 
Mr.  MdClintock,  owing  to  an  indisposition  which  made  it  unwise 
for  him  to  proceed.  His  examination  will  be  continued  to-morrow 
morning,  and  the  other  witnesses  who  are  expected  will  be  here  in 
a  moment.  While  waiting  for  the  other  witnesses  I  will  read 
upon  the  record  a  statement  furnished  by  the  Mutual  Life  in  re- 
sponse to  the  request  of  counsel  setting  forth  the  expenses  of  gain- 
ing new  business.  We  requested  a  statement  going  into  very  much 
greater  detail  than  in  the  published  annual  statement.  It  was  to 
have  been  put  in  evidence  in  connection  with  Mr.  McOlintock's 
testimony,  but  I  may  as  well  read  it  now: 

These  are  the  items  for  the  years  1903  and  1904. 

Aggregate  loading  of  first  year's  premiums  collected  during  the 
year  in  excess  of  net  premiums  by  valuation  standards  for  1903, 
$2,100,300. 

Eor  1904,  $2,140,700. 

Expected  mortality  upon  net  amount  at  risk,  that  is  less  reserve 
within  the  first  year  of  insurance,  $1,951,800. 

For  1903  and  for  1904,  $2,064,300. 

Commissions  upon  premiums  for  the  first  year  of  insurance 
and  upon  single  premiums  and  annuities,  including  bonuses  to 
agents  for  1903,  $6,421,362.22. 

For  1904,  $6,691,016.56. 

Advances  to.  agents,  increase  in  debit  balances  for  1903,  $142,- 
806.48. 

For  1904,  $299,823.99. 

Salaries,  expenses  and  traveling  expenses  department  for  1903, 
$69,275.70. 
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For  1904,  $88,138.26. 

Advertising,  1903,  $333,081.21. 

For  1904,  $329,727.02. 

Cost  of  literature  and  circulation  of  same,  estimated,  for  190'3, 
$325,000. 

For  1904,  $358,000. 

Salaries  and  fees  for  medical  examiners  and  salaries  and  ex- 
penses of  medical  department  for  1903,  $573,337.01. 

For  1904,  $674,675.68. 

Inspections  for  1903,  $215,574.85. 

For  1904,  $171,184.56. 

Kents  of  branch  and  agency  oiSces  for  1903,  $269,814.72. 

For  1904,  $307,032.47. 

Furniture,  branch  and  agency  offices  for  1903,  $49,62.5.22. 

For  1904,  $67,188.28. 

Traveling  expenses,  branch  and  agency  offices  for  1903, 
$178,453.44. 

For  1904,  $196,194.70. 

Managers'  salaries,  branch  and  agency  offices,  for  1903, 
$240,259.85. 

For  1904,  $360,933.99. 

Clerks'  salaries,  branch  and  agency  offices,  for  1903, 
$513,179.61. 

For  1904,  $588,405.65. 

All  other  branch  and  agency  expenses  for  1903,  $695,678.30. 

For  1904,  $864,812.59. 

Taxes  upon  new  premiums,  fees  and  licenses,  estimated,  for 
1903,  $134,000. 

For  1904,  $150,000. 

Net  total  losses  incurred,  that  is,  less  reserve  releases  upon 
policies  which  had  not  completed  their  first  year,,  for  1903, 
$1,022,711. 

For  1904,  $1,234,349. 

In  response  to  the  request  for  this  information  the  company 
wish  it  noted  that  in  giving  this  information  it  would  be  erroneous 
to  charge  all  the  advertising,  rent,  furniture  and  salary  expenses 
to  new  business,  to  estimate  the  net  cost  of  new  business  some 
equitable  apportionment  should  be  made.  For  example,  a  largo 
part  of  the  salary  items  and  rents  at  the  branch  offices  is  incurred 
for  the  collection  of  renewal  premiums  and  care  of  old  business 
and  is  not  chargeable  to  new  business. 
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CHARLES  J.  SMITH,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Where  do  you  reside?     A.  IN'ew  York  City. 

Q.  What  is  your  occupation?  A.  I  am  a  newspaper  man. 
My  chief  business  at  the  present  time  is  to  endeavor  to  counter- 
act the  injury  that  is  being  done  to  life  insurance  and  the  policy- 
holder. 

Q.  How  much  are  you  paid  for  that  by  the  Mutual  life?  A. 
$8,000  a  year,  and  I  am  convinced  it  ought  to  have  been  more  for 
some  time. 

Q.  How  long  has  your  salary  been  $8,000  a  year?  A. 
Eighteen  years. 

Q.  Have  you  any  further  income  from  the  Mutual  Life  in  any 
way?     A.  No,  no  further. 

Q.  Are  you  connected  with  the  Telegraphic  l^ews  Bureau?  A, 
No,  sir. 

Q.  Do  you  know  Mr.  Allen  Foreman?     A.  Yes,  sir. 

Q.  Are  you  interested  with  him  in  the  Telegraphic  News 
Bureau?     A.  Only  so  far  as  sending  news  through  him. 

Q.  Well,  in  what  way  do  you  send  news  through  him?  A.  I 
send  it  to  him. 

Q.  Well,  have  you  any  business  arrangements  with  him  by 
which  you  receive  any  money  for  that  service  ?     A.  No,  sir. 

Q.  Or  share  in  the  profits  of  the  Bureau?  A.  I  loaned  him 
some  money. 

Q.  Is  that  a  corporation?  A.  No,  sir,  solely  owned  by  Mr. 
I'oreman. 

Q.  Describe  what  you  have  done,  Mr.  Smith,  in  this  effort 
to  counteract  injurious  impressions  upon  the  part  of  the  press. 
A.  Take  the  case  of  Mr.  Cromwell,  here  is  a  despatch,  sayi 
"  Millions  kept  in  one  bank.  Mutual  Life  has  huge  sum  of 
money  in  tha  iuetitution  -whose  stock  it  ovms.  Tremendous 
excitement  over  the  amovmt  of  money  that  is  put  into  the  sub- 
sidiary companies."  But  in  that  testimony,  which  is  from  the 
New  York  Times,  Mr.  Cromwell  stated  on  that  occasion  that  the 
Mutual  had  in  fourteen  years  made  sixteen  million  dollars  for 
its  policyholders  by  those  operations  and  by  those  investments. 
Now,  nothing  of  that  kind  was  stated  in  the  despatches,  so  I  sent 
the  next  day  this  despatch. 

(Handing  paper.) 
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Q.  You  hand  me  a  despatch  which  is  headed,  "  Special  to  the 
Morning  News."  This  being  the  Wilmington,  Delaware,  News. 
This  was  sent  as  a  news  despatch?     A.  Yes,  sir. 

Q.  Who  sent  it?     A.  Mr.  Foreman. 

Q.  That  is  the  Telegraphic  News  Bureau?     A.  Yes,  sir. 

Q.  You  supplied  it  to  the  Telegraphic  News  Bureau?  A. 
Yes,  sir. 

Q.  On  behalf  of  the  Miitual  Life?     A.  Yes,  sir. 

Q.  Wliat  do  you  pay  Mr.  Foreman?     A.  One  dollar  a  line. 

Q.  And  did  you  pay  Mr.  Foreman  a  dollar  a  line  for  each 
insertion  ?     A.  It  was  only  inserted  once. 

Q.  Well,  I  mean  the  thing  was  inserted  in  a  number  of  papers? 
A.  A  number  of  papers,  yes. 

Q.  How  many  papers  did  you  send  that  to  through  Mr. 
Foreman  ?     A.  I  think  one  hundred. 

Q.  In  different  parts  of  the  country  ?  A.  In  different  parts  of 
the  country. 

Q.  What  was  the  total  expense  of  that  ?  A.  The  total  expense 
was  between  five  thousand  and  six  thousand  dollars. 

Q.  Have  you  further  illustrations  that  you  desire  to  give  ? 
A.  I  have  not  any  that  I  desire,  unless  you  want  me  to  give  them. 

Q.  Well,  anything  that  you  think  will  be  necessary  to  make 
a  full  and  adequate  statement  ?  A.  Well,  I  have  other  despatches, 
if  jou  would  like  to  see  them.  I  think  this  an  excellent  method 
of  counteracting  it. 

ME.  HUGHES:  I  will  read  the  despatch  to  the  Wilmington 
News  on  the  record. 

(Paper  marked  Exhibit  286.) 

ME.  HUGHES  (reading)  :  "  Mutual  Profits.  Immense  re- 
sources now  held  for  the  benefit  of  the  policyholders." 

THE  WITNESS:  The  heading  is  not  mine. 

ME.  HUGHES:  The  heading  is  not  yours? 

THE  WITNESS:  No. 

Q.  Who  supplies  the  heading?     A.  The  editor. 

ME.  HUGHES  (reading):  "Special  to  the  Morning  News. 
New  York,  September  14th.  Mr.  Frederick  Cromwell,  the 
treasurer  of  the  Mutual  Life  Insurance  Company  of  New  York, 
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in  the  course  of  iiis  testimony  before  the  State's  Committee  of 
Investigation  yesterday  announced  that  the  profits  derived  by  the 
policyholders  of  the  Mutual  Life  and  obtained  through  transac- 
tions arranged  by  the  subsi<^ary  trust  companies  amomntedi  to 
date  to  $10,000,000.  The  entire  profit  realized  from  all  sources 
from  the  organization  of  the  company  to  date  and  now  held  for 
the  benefit  of  policyholders  exceed  ninety-four  million  dollars." 

THE  WITNESS:     Don't  you  think  that  is  a  good  thing? 

Q.  Did  not  you  send  out  anything  more  ?     A.  On  that,  no,,  sir, 

Q.  Was  it  your  purpose  to  give  a  full  account  of  Mr.  Grom- 
well's  testimony  or  only  such  matters  that  you  thought  proper 
to  counteract  the  injurious  impression?  A.  It  was  my  purpose 
to  send  out  those  portions  that  the  Associated  Press  neglected  to 
send  out. 

Q.  Was  that  the  case  in  all  the  despatches  that  you  sent  out? 
A.  I  think  so. 

Q.  How  many  times  did  you  send  out  despatches  during  the 
course  of  this  investigation?     A.  Five  or  six  times. 

Q.  To  how  many  papers  as  a  rule  do  you  send  them?  A.  Oh, 
from  twenty-five,  fifteen,  twenty-five,  fifty,  something  like  that> 
or  one  hundred,  perhaps,  seventy-five^  according  to  what  I  con- 
sidered the  merit  of  the  despatch. 

BY  MR  COX: 

Q.  You  directed  which  papers  it  was  to  be  placed  in?  A.  I 
generally  leave  that  to  Mr.  Eoreman.  The  very  best  papers  we 
can  get,  of  course  this  has  to  be  very  carefully  done. 

BY  ME.  HUGHES: 

Q.  What  do  you  mean  by  this,  that  it  has  to  be  very  care- 
fully done?  A.  Because  we  do  not  wish  to  give  anything  to 
a  newspaper  which  we  think  could  not  and  ought  not  worthily 
publish. 

Q.  Do  all  the  newspapers  to  which  you  send  this  publish  it? 
A.  Yes,  sir. 

Q.  I  show  you  a  despatch.  Did  you  send  that  out  for  the 
Mutual  Life?     A.  I  did. 

ME.  HUGHES:     I  oiler  it  in  evidence. 

(Paper  marked  Exhibit  287.) 
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ME.  HUGHES:  This  is  from  the  St.  Paul  Pioneer  Press. 
It  is  keaded,  ".Calls  it  an  Inquisition.  President  McCurdy  of 
the  Mutual  Life  makes  protests.  New  York  special,  October 
18th. 

"  The  examination  of  Richard  A.  McOurdy,  President  of  the 
Mutual  Life  Insurance  Company,  was  resumed  yesterday  and 
proved  of  great  interest.  He  called  attention  to  the  fact  that 
the  investigation  had  drifted  into  an  inquisition,  vague  in  its 
character  and  dealing  with  no  issues.  Witnesses  were  called 
without  notice  being  given  of  what  information  was  required, 
and  the  inquisitor  at  once  began  to  impeach  their  testimony. 
Instead  of  information  being  sought  on  which  to  base  remedial 
legislation,  witnesses  were  put  upon  the  rack,  as  the  news- 
papers have  it.  Mr.  Hughes  admitted  it  was  an  inquisition. 
Mr.  McCurdy  said  that  nearly  all  complaints  that  are  made  could 
be  successfully  controverted  or  explained,  if  witnesses  were  gi^eu 
a  chance.  His  testimony  showed  that  company  had  made  a  great 
saving  in  expenses  of  the  Agency  Department  and  in  matter  of 
legal  expenses,  although  he  said  legislation  needed  watching,  and 
the  officer  who  neglected  this  duty  would  be  culpable.  His  testi- 
mony yesterday  made  a  distinctly  favorable  impression." 

(Laughter.) 

Q.  Did  you  consult  with  any  officer  of  the  Mutual  Life  before 
sending  that  out  ?     A.  I  do  not  think  I  did. 

Q.  Did  you  show  it  to  Mr.  McCurdy  ?     A.  No. 

Q.  Did  you  show  it  to  anybody  else  ?  A.  I  did  not  show  that 
to^  anybody. 

Q.  How  muoh  was  paid  for  the  insertion  of  that  in  the  St. 
Paul  Pioneer  Press  ?     A.  I  don't  know. 

Q.  How  much  was  paid  to  the  Telegraphic  News  Bureau  ?  A. 
I  don't  know.     The  bill  has  not  come  in  yet. 

Q.  That  same  dispatch  was  sent  to  the  Boston  Hearld  (handing 
paper),  was  it  not.     A.  I  suppose  so. 

Q.  Well,  you  see  it  there?     A.  Yes,  sir. 

Q.  And  to  the  Toledo  Blade  ?     A.  I  supose  so,  if  it  is  in. 

Q.  (Handing  paper.)  And  to  the  Buffalo  Courier?  A.  (No 
reply.) 

Q.  You  see  it  there?     A.  Oh,  wherever 

Q.  And  to  the  Florida  Times  Union  ?  A.  Wherever  you  find 
it  it  is  in. 
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Q.  And  to  the  Atlanta  Constitution?     A.  Yes. 

Q.  And  in  each  case  the  insertion  was  paid  for,  was  it  not  ?  A. 
Yes,  or  will  be. 

Q.  And  the  insertion  was  paid  for  at  one  dollar  a  line  ?  A.  I 
believe  so. 

Q.  Have  you  any  idea  as  to  the  number  of  papers  to  which  you 
sent  that  statement?     A.  I  think  twenty-five. 

MH.  COX :  How  many  lines  are  there  of  that  ad  ? 

ME.  HUGHES:  I  find  there  are  twenty-eight  lines  of  the 
printed  matter,  exclusive  of  the  heading,  as  printed  in  the  St. 
Paul  Pioneer  Press,  and  I  suppose  it  will  run  about  the  same. 

THE  CHAIRMAN:  Will  you  inquire  whether  or  not  they 
pay  for  the  position  on  the  page,  or  what  their  instructions  are. 

Q.  Your  payment  is  made  in  each  case  for  the  insertion  of  this 
as  a  news  item.     A.  It  is  sent  as  reading  matter,  yes. 

Q.  What  do  you  mean  by  having  it  sent  as  reading  matter  ?  A. 
To  have  it  go  in  as  reading  matter. 

Q.  I  suppose  everything  in  a  newspaper  is  reading  matter  in 
one  sense,  but  there  is  a  technical  sense  in  which  certain  things 
are  reading  matter.  You  mean  by  that  that  it  is  not  disclosed 
that  the  Mutual  Life  is  paying  for  it  as  advertisement?  A.  I 
do  not  mean  that.     I  mean  it  to  go  in  as  reading  matter. 

Q.  What  is  the  technical  meaning  in  newspaper  advertising 
circles  of  the  insertion  of  matter  as  reading  matter?  A.  Matter 
that  people  are  likely  to  read. 

Q.  Without  knowing  they  are  reading  an  advertisement?  A. 
I  don't  know.  That  is  a  question  upon  the  intelligence  of  the 
reader. 

Q.  What  is  it  so  far  as  your  intelligence  is  concerned?  A. 
What  reading  matter  ? 

Q.  No,  what  do  you  understand  by  it?  A.  I  understand  that 
it  is  matter  that  I  would  like  to  read. 

Q.  That  it  is  matter  that  should  go  in  the  regular  news 
column  as  though  it  were  acquired  in  an  impartial  way  by 
those  who  were  furnishing  news  to  the  paper?  A.  I  say  that 
the  matter  I  furnish  is  the  truth,  and  I  send  it  without  any 
feeling  that  the  paper  is  doing  an  injustice  to  its  readers  by 
publishing.  I  should  not  expect  them  to  publish  matter  about 
Pear's  Soap  or  somebody's  tooth  powder,  but  I  send  matter 
that     anybody,   <»T,d  our  policyholders  particularly,     ought     to 
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be  pleased  to  read.  I  think  now  in  the  case  of  that  money 
that  the  company  has  made  sixteen  millions  of  dollars  for 
its  policyholders,  I  said  that  is  a  good  thing  for  them  to  know. 
It  is  imjportant  for  us  at  this  time  to  let  our  policyholders  know 
what  the  company  has  accomplished  for  them. 

Q.  And  also  that  they  should  know  that  Mr.  McCurdy's  testi- 
mony made  a  distinctly  favorable  impression?  A.  It  made  a 
favorable  impression  upon  me. 

Q.  Did  you  take  counsel  with  anyone  else  before  you  stated 
that  and  paid  the  company's  money  for  that  ?  A.  Oh,  it  would 
not  cost  them  much  for  that  line. 

Q.  Well,  it  happens  to  be  a  couple  of  lines?  A.  Well,  it  is 
worth  $2,  I  should  think. 

Q.  To  the  company?    A.  Yes. 

BY  MK.  EOGEKS: 

Q.  You  understand  that  each  newspaper  that  publishes  it 
gets  a  dollars  a  line  ?  A.  I  don't  know  what  they  get.  We  pay 
a  dollar  a  line. 

Q.  You  pay  a  dollar  a  line?  A.  There  are  some  newspapers 
that  charge  $5  and  some  $1.50  and  some  $2,  but  the  average 
is 

Q.  But  the  point  I  want  to  get  at  is  this,  if  this  news  bureau 
causes  that  to  be  published  in  25  different  newspapers,  you  pay 
$25  a  line  for  the  aggregate  amount?     A.  Yes. 

BY  ME.  HUGHES: 

Q.  I  find  in  the  Mutual  Life's  blotter  for  October  25,  1905, 
the  entry  "  Telegraph-ic  news  bureau  $3,945."  Was  that  pay- 
ment made  through  you?    A.  No,  I  make  no  payments. 

Q.  What?  A.  I  order  no  payments. 

Q.  Well,  is  that  payment  made  for  matter  supplied  by  you 
to  the  Telegraphic  News  Bureau?     A.  I  presume  it  is. 

Q.  For  what  period  is  that  payment?  A.  Why,  for  that  time 
that  that  blotter  states. 

Q.  For  what  lot,  this  is  under  date  of  October  25th?  A.  There 
is  a  lot  of  them. 

Q.  What  is  today  ?     A.  October  25th— -that  is  the  last  bill. 

Q.  This  is  dated  October  25th.  What  is  today's  date, 
October  24th?    A.  Oh 

Q.  In  other  words,  is  the  payment  entered  in  the  blotter 
under  to-morrow's  date?     A.  Yes. 
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Q.  For  what  is  that  pajmmt  made?  A.  That  was  for  the 
last  despatch  sent  out. 

Q.  That  was  the  last  despatch  sent  out?  A.  No,  that  was  not 
for  that  despatch.    You  see,  the  bills  are  a  long  time  coining  in. 

Q.  "What  was  the  last  despatch  sent  out,  before  we  leave  that  ? 
A.  That  despailich,  the  one  you  have  just  read. 

Q.  The  one  I  have  just  read,  about  Mr.  MeOurdy's  examina- 
tion of  October  17th  ?     A.  Yes. 

Q.  And  you  have  not  the  bills  for  that?  A.  'No-,  it  takes  two 
months  or  more  to  get  a  bill  in. 

Q.  What  is  this  $2,945  ?  A.  That  is  for  one  of  those  de- 
spatches, put  in  perhaps  six  weeks  ago. 

Q.  Do  you  know  for  which  one  ?  A.  I  coidd  not  say  without 
seeing  the  bill.  They  have  generally  have  it  set  on  the  side,  if 
you  have  got  it. 

Q.  Now,  I  show  you  the  entry  of  the  payment  to  the  Tele- 
graphic News  Bureau  by  the  Mutual  Life  of  $1,558  on  October 
11th.  What  was  that  for  ?  A.  I  don't  know  which  one,  without 
exaimining  it. 

Q.  These  payments  are  made  upon  your  O.  K.-ing  the  vouchers, 
are  they  not?  A.  Well,  they  go  to  the  supply  department  and 
there  they  are  authorized  and  taken  to  an  officer  aud  he  examines 
it  or  something,  and  then  ithey  go  to  the  expenditure  commi<ttee. 
I  have  no  —  I  can  not  authorize  payments. 

Q.  I  know,  but  who  tells  them  how  many  papers  the  matter 
has  been  inserted,  in  and  the  rate  of  charge  for  the  insertion  ?  A. 
The  man  who  presents  the  bill. 

Q.  Who  0.  K.'s  it  for  the  company  ?  A.  Well,  I  do  and  two 
or  three  others. 

Q.  But  it  is  under  your  supervision,  is  it  not?  A.  Some  of  it. 
I  mean  I  have  only  done  this  for  about  a  month.  I  am  not  the 
regular  advertising  man,  you  know. 

Q.  You  say  these  matters  go  to  the  supply  department?  A. 
Yes,  sir,  they  go  down  in  there  —  everything  goes  there,  that 
is 

Q.  Does  the  advertising  go  to  the  supply  department  ?  A.  I 
think  it  does,  a  great  deal  of  it.  I  don't  know  whether  Mr. 
Sullivan's  does  or  not. 

Q.  I  show  you  under  date  of  rOotober  4th,  Telegraphic  News 
Bureau,  $6,250?    A.  Yes. 

Q.  What  was  that  for?    A.  Telegraphic  newa. 
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Q.  Of  what  kind  ?    A.  The  same  as  what  you  have  seen. 

Q.  Relating  to  the  investigation?  A.  Eelating  to  the  facts 
which  pertain  to  the  investigation. 

Q.  I  mean  statements  sent  out  and  paid  for  by  the  Mutual 
Life?    A.  Yes. 

Q.  Of  what  is  stated  to  have  occurred  at  these  hearings? 
A.  Yes. 

Q,  Then  do  I  understand  that  the  Mutual  Life  has  already 
expended  upwards  of  $11,000  on  such  matters,  and  the  bill  for 
some  little  time  has  not  yet  come  in  ?  A.  Yes,  sir,  as  I  expect  to 
spend  some  more. 

Q.  Why  don't  you  communicate  to  the  press  the  matters  which 
you  think  should  be  called  attention  to A.  We  do. 

Q.  And  ask  them  if  they  will  insert  the  news?  A.  Because  I 
know  they  will  want  about  $2  a  line  to  put  it  in. 

Q.  Have  you  offered  this  material  to  the  ITew  York  papers? 
A.  N^o  use. 

Q.  Have  you  offered  it?  A.  Well,  there  was  no  necessity  of 
us  offering  it.  It  is  presented  here  and  they  don't  publish  it. 
They  have  the  opportunity  and  they  don't  do  it. 

Q.  Have  you  offered  them  any  items  which  you  think  should 
be  inserted  to  give  an  accurate  and  full  account  of  the  investi- 
gation ?    A.  I  think  I  have  at  times. 

Q.  Have  they  demanded  pay  for  such  insertion  ?  A.  Some  of 
them. 

Q.  Who?     A.  In  times  past? 

Q.  'No,  I  am  talking  about  this  investigation,  and  I  want  to 
know  what  papers  demand  pay  for  inserting  a  regular  straight 
news  account  of  what  transpires  in  this  investigation?  A.  I 
don't  remember  at  this  time. 

Q.  Has  any,  so  far  as  you  know?    A.  Not  at  this  time,  no. 

Q.  When  you  say  this  time,  what  time  do  you  mean?  A. 
Why  other  times. 

Q.  What  time  do  you  mean  by  this  time,  during  the  time  this 
investigation  has  been  in  session?     A.  Yes. 

Q.  Take  the  out  of  town  papers,  do  you  ever  pay  for  editorials 
in  any  papers  in  the  country?    A.  No. 

Q.  Have  you  ever  done  that?     A.  No. 

Q.  Has  that  ever  been  done  so  far  as  you  know  by  the  Mutual 
Life?     A.  Never. 

Q.  You  say  you  first  began  to  be  connected  with  this  depart- 
ment about  a  month  ago?     A.  Yes. 
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Q.  What  was  your  connection  with  the  Mutual  Life,  prior  to 
that  time?  A.  I  calculate  that  you  were  to  ask  me  something 
like  that,  and  I  have  put  it  down  here  if  you  like  to  know. 

Q.  I  am  very  glad  to  have  it  accurately.  Please  state  it. 
A.  To  get  information  on  any  subject,  one.  Furnish  matter  for 
agents.  I  mean  for  obtaining  business  and  so  forth.  Answer 
the  questions  of  newspaper  people,  anybody  from  a  newspaper 
who  comes  to  the  Mutual  Life  office,  they  send  him  to  me  and  it 
is  my  duty  to  inform  him  and  deal  Avith  him  pleasantly  and 
quietly  and  promote  him  toward  the  elevator.  Eorm  a  library, 
conduct  a  paper  in  the  interest  of  the  company. 

Q.  What  paper  is  that?  A.  A  statement,  the  statement  it  is 
called. 

BY  ME.  COX: 

Q.  How  often  is  that  published?     A.  Once  a  month. 
BY  MR  HUGHES: 

Q.  That  is  the  regular  Mutual  Life  paper  giving  all  accounts 
of  settlements  and  things  of  importance  to  the  policyholders? 
A.  Yes.  It  shows  that  everybody  who  keeps  his  contract  gets 
two  dollars  and  a  half  for  every  dollar  he  puts  in. 

Q.  Go  on,  Mr.  Smith.  A.  Attend  to  the  advertising  in  insur- 
ance newspapers.  That  is  the  division  of  -advertising  as  between 
myself  and  Mr.  Sullivan.  Do  whatever  the  executive  direct*. 
Index  all  information  pertaining  to  the  insurance  in  the  United 
States  and  foreign  countries.  Ticket  it  and  index  it  and  cross 
index  it,  so  that  any  department  asking  for  information  is  fur- 
nished with  it.     Don't  you  think  that  is  worth  $8,000. 

Q.  How  long  have  you  been  receiving  $8,000  a  year.  A. 
From  the  time  I  started,  and  I  have  not  had  a  cent  of  raise  since. 

Q.  When  was  that?     A.  In  1866. 

Q.  1866  ?     A.  1886,  I  mean. 

Q.  Who  has  charge  of  this  matter  of  sending  out  to  the  news- 
papers news  items  for  insertion  as  reading  matter  prior  to  the 
time  you  took  charge  of  it?  A.  Well,  if  any  were  sent  out  I 
presume  it  was  the  regular  advertising  department. 

Q.  Do  you  know  of  anyone  who  preceded  you  in  the  doing  of 
that  as  a  regular  business?     A.  l^To,  sir. 

Q.  Are  you  connected  with  the  Insurance  Eecord?     A.  Yes. 

Q.  How  long  have  you  been  connected  with  that?  A. 
Twenty-seven  years. 

Q.  Are  you  the  proprietor  of  that  paper  ?     A.  Yes,  sir. 
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BY  THE  CHAIRMAN: 

Q.  It  seems  to  be  your  general  duty  to  attend  all  alarms  and 
ascertain  the  cause  thereof?  A.  That  is  it,  yes,  sir,  and  fight  all 
the  blackmailers.     It  is  an  awful  job,  too. 

BY  ME.  HUGHES: 

Q.  Your  department  of  advertising  in  insurance  papers  is  an 
important  part  or  department  of  the  advertising  of  the  company? 
A.  Well,  it  —  there  are  sixty-three  of  them,  you  see  the  business 
is  very  well  represented.     There  are  63  of  them. 

BY  MR  EOGERS: 

Q.  Of  what  ?  A.  Of  insurance  newspapers,  and  we  have  some- 
thing in  all  of  them,  I  guess. 

BY  ME.  HUGHES: 

Q.  Does  the  Mutual  Life  advertise  in  the  Insurance  Eecord? 
A.  Yes. 

Q.  Does  it  sometimes  buy  a  larger  number  of  the  copies  of  the 
Insurance  Eecord  for  distribution?  A.  It  does  not  buy  a  large 
number,  not  so  many  as  I  wish  it  would,  but  it  buys  some. 

Q.  To  what  extent  has  it  bought  a  large  amount  ?  A.  Oh,  per- 
haps it  will  buy  300  copies. 

Q.  How  frequently  does  it  do  that?  A.  When  there  is  some- 
thing of  particular  to  the  company  in  it. 

Q.  How  often  is  that  ?     A.  Perhaps  twice  a  year. 

Q.  Is  it  a  fact  that  two  or  three  years  ago  it  at  one  time  bought 
20,000  copies  of  your  paper  ?  A-  It  might  have  done  so,  I  don't 
remember. 

Q.  You  would  not  recall  that?     A.  No. 

Q.  Even  if  it  were  80,000?  A.  Oh,  no,  I  never  sold  any 
80,000. 

Q.  That  is  what  I  want  to  get  at.  What  was  the  largest  amount 
you  ever  sold  ?  A.  I  don't  know,  80,000  may  have  been  sold,  but 
not  papers.     It  might  have  been  a  slip  from  the  paper. 

Q.  How  would  the  slip  from  the  paper  be  sold  ?  A.  Why  it  is 
sold  as  a  slip. 

Q.  What  would  be  the  charge  for  selling  a  slip,  do  you  mean 
for  distribution  ?  A.  For  distribution.  I  don't  know,  a  slip  or  a 
couple  of  pages,  perhaps. 

Q.  What  would  be  the  charge  for  that  to  the  Mutual  Life  ?  A. 
I  don't  know. 

O.  Cannot  vou  recall  ?     A.  No. 
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Q.  You  are  the  proprietor  ?  A.  Yes,  but  I  do  not  take  a  very 
active  interest  in  it,  you  know. 

Q.  "Who  does  take  an  active  interest  ?  A.  The  editor,  whom  I 
employ. 

Q.  Who  is  he  ?     A.  Mr.  Summers. 

Q.  Who  is  Mr.  Allan  Foreman,  has  he  a  paper?  A.  Yes,  the 
Journalist. 

Q.  And  does  the  Mutual  Life  advertise  in  that  paper  ?     A.  Yes. 
Q.  What  about  is  paid  to  the  Jotiraalist  for  advertising  in  the 
course  of  a  year  ?     A.  I  could  not  say. 

Q.  Well,  approximately?  A.  There  is  a  card  there,  I  don't 
know  what  it  is. 

Q.  Does  that  also  have  articles  in  from  time  to  time  favorable 
to  the  Mutual  Life  ?     A.  I  don't  know.     It  may  have. 

Q.  Does  the  same  practice  obtain  with  these  insurance  papers 
that  obtained  mth  the  other  papers  which  you  have  mentioned,  of 
paying  for  the  insertion  of  reading  matter  ?     A.  Not  as  a  rule. 

Q.  Does  it  occasionally?  A.  It  might  be;  it  is  not  a  reading 
matter;  but  it  is  an  advertisement  in  their  ease. 

Q.  Is  it  in  an  advertisement  which  is  denominated  such  ?  A. 
Yes ;  I  don't  know  whether  they  denominate  it  such ;  the  half  pages 
they  put  in  as  semi-reading  matter,  perhaps. 

Q.  What  is  the  distinction  between  full  reading  matter  and  semi- 
reading  matter,  and  that  which  is  not  reading  matter  at  all,  but  a 
straight  advertisement  ?  A.  A  straight  advertisement  is  generally 
set  in  large  type ;  the  reading  matter  notice  generally  goes  just  be- 
fore the  large  type. 

Q.  In  the  newspapers  referred  to  it  goes  in  the  regular  news 
columns  without  any  suggestion  of  advertising?  A.  That  makes 
it  much  better. 

Q.  That  is  really  what  you  meant  by  reading  matter  —  that  is 
what  you  paid  for?    A.  That  is  what  we  paid  for. 

Q.  Do  you  insert  that  sort  of  material  in  insurance  papei-s? 
A.  No,  sir,  never.  There  might  have  been  some  exception,  I 
don't  remember  it,  though. 

Q.  Who  is  Mr.  England  ?     A.  I  don't  know. 

Q.  Never  heard  of  G.  A.  England?    A.  Never  heard  of  him. 

Q.  Didn't  you  know  that  he  was  employed  by  the  Mutual  Life 
to  furnish  reading  matter?    A.  No,  sir. 

Q.  Never  heard  of  that  ?    A.  Never  heard  of  it,  no. 

Q.  What  is  the  Mutual  Press  Association?  A.  Never  heard 
of  it. 

Q.  Don't  you  know  that  the  Mutual  Press  Association  received 
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various  items  as  reading  matter  from  the  Mutual  life?    A.  You 
will  have  to  ask  my  co-editor. 

Q.  E'ever  heard  of  that  at  all?  A.  I  am  not  the  regular  ad- 
vertising man.    I  am  a  specialist. 

JSTow,  you  have  shoven  me  one  reading  notice  that  vyas  sent  out 
about  Mr.  Cromwell's  testimony,  and  another  has  been  produced 
with  reference  to  Mr.  McOurdy.  Have  you  got  any  more  which 
will  illustrate  what  jov.  have  done  in  this  matter  ? 

(Witness  produces  papers.) 

Q.  Let  us  have  these  in  order.  How  many  are  there  all  told 
that  have  been  sent  out  —  only  these  six?  A.  Those  six;  that 
is  all. 

Q.  You  don't  mean  to  say  that  you  paid  $11,000  for  those 
six  and  more  bills  to  come  ?  A.  I  could  pay  five  times  that  for 
one. 

Q.  Of  course  you  could  if  you  were  spending  money  that  way. 
A.  It  is  only  a  question  of  distribution,  Mr.  Hughes. 

Q.  As  a  matter  of  fact,  the  money  that  has  been  spent  has  been 
spent  for  the  insertion  of  those  six  items?    A.  Yes,  sir. 

Q.  And  exclusively  for  that?     A.  Yes. 

Q.  And  the  last  items  have  not  been  paid  for  as  yet?  A.  No, 
sir. 

Q.  Do  you  know  whether  more  than  the  last  item  relating  to 
Mr.  McCurdy's  examination  has  not  been  paid  for?  A.  I  do  not, 
but  I  should  think  they  come  pretty  near  what  you  state,  some- 
where about  twelve  thousand  dollars  or  fourteen  thousand  dollars. 

Q.  What  would  be  twelve  thousand  dollars  or  fourteen  thou- 
sand dollars?  A.  I  mean  the  Avhole  of  it.  I  think  the  total  up 
to  date. 

Q.  Now,  we  have  had  two  of  these,  the  first  and  the  last  two; 
and  in  order  that  they  may  know  just  what  it  is  that  has  been 
paid  for,  I  will  read  the  others  upon  the  record,  and  offer  the 
remaining  four  in  evidence. 

(Papers  marked  Exhibits  288,  289,  290  and  291.) 

ME.  HUGHES :  I  read  these  in  the  order  of  their  dates. 

EXHIBIT  No.  288. 

"  (Special  to  the  .) 

"  New  York,  Sept.  16th.  The  Legislative  Committee  that 
is    investigating    the    management    of   the    life    insurance    com- 
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panics  has  adjourned  until  Wednesday.  The  testimony  is  ex- 
citing great  interest,  and  while  there  is  much  that  invites 
criticism  a  great  deal  that  is  good  and  comforting  to  policy- 
holders has  been  developed.  In  the  testimony  of  the  treasurer 
of  the  Mutual  Life  Insurance  Company  before  the  legislative 
investigating  committee  the  fact  was  developed  that  the  company 
has  not  only  made  $16,000,000  for  the  policyholders  in  its  invest- 
ments in  trust  company's  stock,  hut  that  not  a  cent  had  ever  been 
lost  by  default  in  interest  upon  the  bonds  held  by  the  company. 

"  The  Mutual  Life  has  preferred  absolute  security  to  taking 
chances  of  possible  loss  on  a  lower  grade  of  bonds. 

"  The  investments  and  deposits  in  trust  companies  have 
realized  4.30  per  cent,  upon  the  total  amount  involved." 

THE  WITNESS :    Isn't  that  all  right  now? 

ME.  HUGHES: 

EXHIBIT  No.  289. 

"(Special  despatch  to  the  .) 

"  New  York,  Sept.  21st.  The  ethics  controlling  the  formation 
of  underwriting  syndicates  are  being  extensively  discussed  in  con- 
nection with  the  testimony  given  the  legislative  investigatng  com- 
mittee. It  is  the  consensus  of  opinion  among  those  best  qualified 
to  judge  that  the  record  of  the  Mutual  Life  shows:  First,  that  its 
participation  in  such  syndicates  was  amply  justified  by  financial 
usages  throughout  the  civilized  world;  second,  that  the  results  of 
such  participation  have  inured  to  the  benefit  and  profit  of  the 
policyholders;  third,  that  the  occasional  participation  of  some  of 
the  company's  trustees  in  such  syndicates  was  a  source  of  propor- 
tionate profit  to  the  company.  The  testimony  likewise  proved 
that  the  Mutual  Life  has  never  entered  into  any  joint  accounts 
with  bankers  or  brokers  wherein  profits  on  purchases  or  sales 
were  divided." 

THE  WITNESS:    Isn't  that  correct? 

MK.  HUGHES: 

EXHIBIT  No.  290. 

"(Special  I.-*  the  .) 

"New  Yoiik,  Sept.  27th.  The  pending  investigation  of  Life 
insurance  conditions  shows  that  there  has  never  been  any  attempt 
at  concealment  of  the  relations  of  the  Mutual  life  to  the  Trust 
Companies  and  Banks  in  which  its  deposits  have  been  made." 
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THE  WITNESS:    Isn't  that  a  fact? 

MK.  HUGHES:  (continuing):  "All  its  Company's  annual 
Reports  and  its  Statement  to  tlie  Superintendents  and  Commis- 
ai  oners  of  Insurance  in  all  the  States  have  contained  a  complete 
list  of  its  holdings  of  stock  in  these  institutions  and  have  shown 
the  cost  and  market  value  of  the  Stocks.  Deposits  in  these  in- 
stitutions have  increased  the  value  of  their  stocks  and  the  Com- 
pany's policyholders  have  benefited  to  the  extent  of  over  fifteen 
million's  of  dollars." 

THE  WITNESS:    Isn't  that  correct? 

MR.  HUGHES: 

EXHIBIT  E"o.  291. 

"(Special  to  the  .) 

"  New  York,  Oct.  6th.  The  statement  of  large  commissions 
paid  to  the  managers  of  the  Mutual  Life's  Agencies  in  the 
j.ii.ign  Department,  and  ils  City  Agency,  do  not  surprise 
people  who  are  familiar  with  the  immense  amount  of  the 
total  business  transacted  by  the  great  life  companies.  In  1904 
the  sum  paid  for  commissions  on  first  year's  business  was 
in  the  Mutual  Life  Six  Millions  Eive  hundred  and  fifty-eight 
thousand  and  eight  hundred  and  sixty-seven  ($6,558,867) 
Dollars;  in  the  Equitable,  Three  Million  three  hundred  and 
twelve  thousand  and  twenty-seven  ($3,312,027)  Dollars,  and  in 
the  New  York  Life  Seven  Millions  Two  hundred  and  seventy- 
six  thousand  and  Eight  hundred  and  fifty-three  ($7,276,853) 
Dollars,  or  a  total  of  Seventeen  million  one  hundred  and  forty- 
seven  thousand  and  seven  hundred  and  forty-eight  ($17,147,748) 
Dollars.  As  was  explained  to  the  Legislative  Committee  to-day, 
in  Life  Insurance  as  in  every  other  business  in  America,  there 
are  large  rewards  for  great  and  successful  work.  The  new  busi- 
ness in  1904  of  these  companies  amounted  to  $865,397,387." 

BY  MR.  HUGHES: 

Q.  What  are  these  vouchers  that  you  from  time  to  time 
signed?  I  notice  in  the  blotter  small  amounts  dr.nwn  from  time 
to  time?  A.  I  employed  a  good  many  men  on  literary  work, 
and  I  took  their  articles  and  iised  them  in  the  paper  that  we 
published. 
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Q.  You  mean  in  the  weekly  statement?  A.  Yea,  in  the 
weekly  statement,  and  send  them  to  our  agents  in  places  where 
they  may  want  to  publish  them. 

Q.  Do  you  employ  any  persons  to  write  up  articles  for  you 
from  time  to  time?     A.  Yes. 

Q.  Of  what  nature  are  those  articles?  A.  Generally  for 
the  use  of  agents,  explaining  the  great  thing's  that  the  company 
has  done  and  the  great  value  of  life  insurance. 

Q.  And  you  employ  no  pereons  to  write  up  articles  for  news- 
papers for  insertion  as  reading  matter?     A.  ISTo,  sir. 

Q.  Have  you  ever  done'  so?  A.  I  don't  remember.  I  may 
liave  done  so,  but  if  they  were  they  were  simply  to  benefit  the 
business,  and  show  what  great  things  the  Mutual  Life  was  doittg". 

Q.  Is  this  matter  of  paying  for  insertion  of  news  items  a  new 
departure  of  the  Mutual  Life  within  the  last  six  weeks?  A.  Com- 
paratively, yes;  they  may  have  done  some  soriietimes,  but  until 
quite  recently,  I  have  only  had  it  about  a  month,  I  think — those 
dates — reading  notices,  have  been  sent  out  in  the  other  de- 
partment. 

Q.  Have  any  papers  refused  to  publish  these?  A.  I  doa't 
know;  there  may  have  been,  yes. 

Q.  Have  you  heard  of  any  such?  A.  I  think  I  have  heard 
of  papers,  some  would  not  publish  it.  Some  mate  a  point  of 
publishing  nothing  without  stars  on  it. 

Q.  What  are  the  stars  supposed  to  stand  for?  A.  "Well,  in 
the  city  papers,  they  are  marking  an  advertisement — I  mean 
'New  York  City,  you  see  a  star  very  often  at  the  bottom  of  some 
of  the  dailies,  and  that  marks  it  is  an  ad. 

Q.  "What  does  Mr.  Howard  do  for  the  Mutual  Life?  A.  I 
don't  know. 

Q.  Does  he  write  articles  for  the  press?     A.  T  don't  know. 

Q.  Have  you  ever  been  brought  in  connection  with  him  at 
all?  A.  I  know  him,  but  I  have  never  been  brought  into  Con- 
nection with  him  with  the  Mutual  Life. 

Q.  Are  there  any  persons  that  write  articles  for  the  presa 
that  are  upon  the  Mutual  Life's  payroll,  or  that  get  money  from 
the  Mutual  Life?  A.  I  don't  remember  one  except  what  I  pay 
for,  you  know. 

Q.  "What  is  the  ITational  Press  Intelligence  Company?  A. 
T  think  that  is  a  clipping  bureaii. 

Q.  Your  voocher  of  July  IS,  190".,  then  applies  to  that?  A. 
Yes,  sir;  this  thing  is  costing  us  a  lot  of  money  for  clipping?. 
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Q.  You  do  not  get  clippings^  I  suppose,  of  your  own  inser- 
tions ?     A.  Oh,  yes. 

BY  MR.  TULLY:  i 

Q.  What  was  your  experience  as  a  newspaper  man  before  you 
.  became  a  specialist  ?  A.  I  was  four'  years  City  Editor  upon  the 
New  York  Sun  ? 

Q.  When  was  that  ?  A.  I  started  on  my  education  on  the  Sun 
in  1866.  I  then  started  the  ISTew  York  Star  and  was  managing 
editor  of  that  for  eight  years.  I  then  went  on  the  Express  as  city 
editor  of  that  for  two  or  three  years.  Then  I  bought  the  Sunday 
Sun  and  I  ran  that  for  two  or  three  years,  and  then  went  into — 
then  I  started  the  insurance  paper,  then  I  went  into  the  Mutual 
Life  Insurance  Company. 

Q.  Have  you  any  copy  outstanding  that  has  not  yet  been 
printed  by  a  newspaper?    A.  What. is  that? 

Q.  Is  there  any  outstanding  copy  that  has  not  been  printed  of 
testimony  given  before  this  Committee?  A.  !N^o,  sir;  you  have 
got  it  all  there. 

by"  ME.  HUGHES: 

Q.  What  is  this  item  under  date  of  March  22,  1905 — Tele- 
graphic N"ews  Bureau,  referring  to  the  blotter  ?  A.  It  is  the  same 
thing. 

Q.  What  were  you  getting  out  news  items  for  in  March,  1905, 
or  if  it  applies  to  an  earlier  date,  in  February,  1905  ?  A.  I  don't 
remember. 

Q.  Does  the  Telegraphic  News  Bureau  take  any  other  matter 
from  you  than  such  as  is  intended  to  be  inserted  as  reading  mat- 
ter?    A.  No,  sir. 

Q.  So  there  was  at  that  time,  or  just  prior,  some  occasion  for 
your  having  news  items  inserted  as  reading  matter,  and  you  did 
that  through  this  bureau  ?     A.  I  suppose  so. 

Q.  Your  initials  appear  opposite  this  item.  Can  you  explain 
what  it  was  for  ?     A.  I  could  not  now,  I  have  forgotten. 

Q.  Are  you  not  in  error  in  saying  you  came  in  this  business  only 
in  the  last  month  ?     A.  Well,  I  may  be,  but  I  mean  actively. 

Q.  Does  not  that  refresh  your  recollection  (showing  witness 
paper)  ?     A.  That  refreshes  me,  I  did  do  something. 

Q.  What  did  you  do?  A.  I  cannot  remember.  I  sent  out  a 
despatch,  I  suppose,  on  some  subject,  but  what  the  despatch  was 
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I  could  not  say  now ;  it  was  not  about  the  investigation,  I  guess ; 
it  might  have  been  some  point  of  the  business  or  something  that 
turned  up. 

Q.  As  a  matter  of  fact A.  Probably  it  was  the  stdta- 

ment  of  the  company  which  does  not  come  out  until  late,  you 
know;  might  have  been  that." 

Q.  You  mean  the  full  statement  of  the  company  ?     A.  Yes. 

Q.  You  notice  the  amount  is  $1,273  ?  A.  Yes.  But  a  refer- 
ence to  the  statements. 

Q.  Comment  on  the  fine  showing  that  the  statement  made  ? 
A.  Yes,  sir. 

WALTEE  S.  SULLIVAN,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Are  you  employed  by  the  Mutual  Life  ?     A.  I  am. 

Q.  In  what  capacity?  A.  I  have  charge  of  some  of  their 
advertising. 

Q.  What  advertising  do  you  have  charge  of?  A.  I  buy  space 
in  magazines  and  in  some  of  the  newspapers. 

Q.  Just  state,  if  you  will,  how  many  there  are  who  have  charge 
of  different  parts  of  the  advertising  of  the  Mutual  Life?  A. 
Well,  beyond  my  own  department  and  Mr.  Smith's,  advertising  is 
placed  by  the  Supply  Department. 

Q.  Who  is  the  head  of  the  Advertising  Department?  A.  I 
manage  the  part  that  I  have  charge  of. 

Q.  Is  there  any  one  else  who  manages  any  other  part  besides 
Mr.  Smith  ?     A.  The  Supply  Department  places  some  advertising. 

Q.  Who  in  the  Supply  Department  has  charge  of  that?  A.  I 
think  Mr.  Fields. 

Q.  Who  is  attending  to  it  in  Mr.  Fields'  absence?  A.  I  don't 
think  they  are  doing  any  now ;  that  is,  usually  at  the  beginning  of 
the  year  when  the  statement  appears. 

Q.  What  sort  of  advertising  is  it  that  is  taken  charge  of  by  the 
Supply  Department  ?  A.  Well,  so  far  as  my  information  goes,  I 
only  know  of  the  advertising  that  is  done  at  the  beginning  of  the 
year  when  the  company  prints  its  statement  all  over  the  country 
and  the  local  business  in  the  local  papers  in  New  York  City  is 
placed  by  Mr.  Fields  through  the  advertising  firms  of  Albert 
Frank  &  Company. 

Q.  And   apart  from  that,   and  apart  from  what  Mr.    Smith 
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does,,  you  have  charge  of  the  whole  matter  of  advertising  ?.  A. 
Well,  of  course,  there  is  some  advertising  that  is  done  by  our 
agents  in  the  field,  and  those  bills  are  subject  to  approval  at  the 
home  office. 

^.  They  come  under  your  supervision?  A.  Most  of  them; 
some  of  them  do  not. 

Q.  What  do  not  —  special  departments?  A.  Why,  if  a  man- 
ager wants  agents,  for  instance,  if  he  wants  to  procure  an  agent 
in  some  city,  he  may  put  in  a  few  insertions  and  return  them  in 
the  expense  account  to  the  superintendent. 

Q.  Do  you  know  James  E.  Craig?  A.  No,  sir.  There  used  to 
be  an  advertising  agent  in  the  Times  Building  by  the  name  of 
Craig,  but  he  has  been  out  of  business  for  some  years.  That  is 
the  only  Craig  I  know  of. 

Q.  Do  you  know  John  E.  Ashe,  Jr.  ?     A.  I  do  not. 

Q.  Do  you  know  any  reason  why  he  should  sign  vouchers  for 
advertising  ?     A.  I  do  not. 

Q.  Or  why  James  E.  Craig  should?     A.  I  do  not. 

Q.  Do  you  know  E.  H.  Spear  ?  A.  There  is  a  Mr.  Spear  con- 
nected with  the  World ;  I  do  not  know  what  his  initials  were.  He 
is  one  of  the  advertising  men  on  the  World.  Whether  that  is  the 
Mr.  Spear  or  not,  though,  I  am  unable  to  say. 

Q.  Do  you  know  the  one  I  refer  to  is  the  one  that  signs  a 
voucher  for  advertising  to  the  Mutual  Life?  A.  He  does  not 
sign  any  voucher  that  passes  through  our  department  or  ever 
comes  under  my  notice. 

Q.  What  occasion  has  Mr.  E.  W.  Kogers  to  sign  vouchers  for 
advertising  ?     A.  I  don't  know. 

Q.  Has  he  any,  so  far  as  your  work  or  department  is  concerned  ? 
A.  !N"ot  so  far  as  I  know  unless  it  is  for  advertising  slips,  we 
furnish  the  agents  with  a  great  many  slips  for  their  use,  and  it  is 
possibly  that  or  some  advertising  novelty,  but  outside  of  that, 
contracts  with  newspapers  or  magazines,  he  has  nothing  to  do 
mth. 

Q.  What  was  the  total  amount  of  advertising  that  came  under 
your  notice  in  the  year  1904?  A.  May  I  state  that  in  round 
numbers  ? 

Q.  Yes,  in  round  numbers;  I  intended  to  have  you  state.  A. 
1904? 

Q.  Yes.     A.  $84,000. 

Q.  $84,000?  A.  Yes,  sir.  That,  of  course,  includes  a  few 
small  items  for  outside  services,  and  petty  cash  in  the  office. 
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Q.  Is  that  genemllj  what  is  embraced  in  that  $84,000  ?  A. 
I  can  give  it  to  you  exactly. 

Q.  Have  yon  got  the  papers  here  ?     A.  Yes,  sir. 

Q.  Thank  you.  I  would  be  very  glad  to  have  you  get  them.  A. 
(Producing  paper.)  The  general  newspaper  advertising;  the 
breaking  up  of  this  is  entirely  arbitrary. 

BY  THE  CHAIEMAN: 

Q.  You  mean  the  classification?  A.  Yes;  the  separation  of 
bis  total  into  separate  amounts. 

P.Y  ME.  HlJCrHES: 

Q.  Go  on  Mr.  Sullivan.  A.  The  general  newspaper  adver- 
tising was  $22,000  and  some  hundreds  —  $421.15,  magazine  ad- 
vertisii:^g,  which  includes  the  cost  of  space  and  the  cost  of  plates, 
was  $42,750.17.  Then  the  insurance  report,  wliicb  was  earrieil 
over  from  the  preceding  year,  that  is  some  of  the  bills  which  did 
not  come  in  until  this  year,  was  $949.  The  preliminary  state- 
ment, which  was  printed  early  or  late  in  1903,  $6,531.  Keading 
notices,  $8,114;  legal  advertising,  $1,071.12.  Outside  expenses, 
which  is  made  up  of  various  items,  $173.07.  Then  other  su,b- 
scriptions,  $4.50,  making  a  total  of  $84,173.  I  have  revised  that 
as  far  as  classification  goes  recently. 

ME.  HUGHES :  I  will  offer  that  in  evidence.  That  is  headed 
1904-1905.     It  really  is  January  1,  1904,  to  December  1,  1904. 

THE  WITNESS :     Yes,  sir. 

(Paper  marked  Exhibit  292.) 

Q.  ISTow,  general  newspaper  advertising  is  the  first  item  that 
you  have  upon  this  statement.  That  includes  the  newspaper  ad- 
vertising throughout  the  United  States  ?     A.  Yes,  sir. 

Q.   In  foreign  countries  ?     A.  Wo,  sir. 

Q.  Not  at  all?  A.  No.  We  do  not  place  any  advertising 
abroad. 

Q.  There  is  advertising  abroad  ?     A.   Oh,  yes. 

Q.  How  does  that  go  into  the  books  of  the  company  ?  A.  That 
would  be  in  the  account  of  the  foreign  department.  They  have 
charge  of  that. 

Q.  Is  the  same  true  of  the  other  items  that  you  have  here  that 
iliis  is  limited  to  the  United  States?     A.  And  Canada. 
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Q.  And  Canada  ?     A.  Yes. 

Q.  Is  it  limited  to  the  North  American  Continent?     A.  It  is. 

Q.  Does  it  include  Mexico  ?  A.  I  don't  recall  any  advertising 
that  we  placed  in  Mexico  at  all.  That  printed  paper  with  per- 
haps an  exception  of.  a  few  dollars  is  in  the  United  States  and 
Canada. 

Q.  I  see  the  heading  here  —  telegraphic  readers.  What  does 
that  mean  ?  A.  Just  as  Mr.  Smith  explained,  that  on  occasions 
we  have  sent  out  these  telegraphic  readers  at  the  solicitation 
largely  of  the  papers  themselves.  It  is  a  matter  of  current 
trade 

Q.  I  do  not  quite  understand  that.  What  occasion  have 
the  papers  themselves  for  requesting  reading  notices  ?  A.  I 
can  explain  that  best  in  this  way:  All  the  large  daily  news- 
papers have  representatives,  or  most  of  them  have  represen- 
tatives, in  this  city.  The  trade  name  is  a  special  advertising 
agent.  These  men,  of  course,  come  to  see  us  in  the  course  of 
business,  they  come  to  see  all  general  advertisers,  and  this 
telegraphic  news-  item  is  a  matter  that  appears  on  a  great 
many  of  their  rate  cards,  and  we  have  never,  to  my  knowledge, 
sent  out  to  any  paper  that  had  not  already  filed  with  us  their  rate, 
so  that  we  understood  what  we  were  to  pay  for  the  service. 

Q.  That  is  for  the  insertion  of  news  items — apparent ,  news 
items,  in  the  news  columns  without  anything  to  indicate  that  they 
-vere  news  items?  A.  W^ithout  any  distinguishing  marks.  Some 
papers  make  a  practice  of  disguising  it  in  a  very  subtle  way,  such 
as  a  cut-off  rule — they  will  run  a  double  kaded  rule  above  the 
copy;  some  mark  it  ad.;  some  with  three  stars,  some  set  it  in  a 
different  form  of  type  from  the  body  of  the  paper. 

Q.  The  total  expended  for  that  purpose  in  1904,  as  shown  by 
this  statement,  was  $8,114.78.  A.  I  think  part  of  that  is  for 
readers. 

Q.  It  says  for  telegraphic  readers?  A.  There  is  very  little 
in  there  of  telegraphic  readers;  most  of  that  is  reading  notices; 
to-day  the  same  thing  would  apply. 

Q.  You  mean  sent  by  mail?  A.  Sent  by  mail  and  pub- 
lished as  local  items,  and  most  of  that  deals  with  claims  that  have 
been  paid  in  the  locality — for  instance,  we  have  one  manager 
who  is  very  industrious  in  getting  permission  from  the  people  to 
whom  he"  pays  claims  to  print  a  letter  that  they  would  write  to 
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liirn,  and  those  we  pay  and  charge  in  that  account.  We  permit 
him  to  place  those  advertisements  in  the  local  papers. 

Q.  What  is  the'  occasion  for  the  large  item  in  April,  1904, 
under  telegraphic  readers?  A.  That  I  would  have  to  refer  to 
my  books;  I  could  very  easily  furnish  you;- it  is  only  a  matter  of 
record;  I  would  be  very  glad  to  send  you  up  a  clipping  and  the 
bills  that  were  rendered  for  them. 

Q.  Then  do  I  understand  that  the  total  of  advertising  in  the 
United  States  for  1904  amounted  to  $84,173.77?  A.  And 
Canada. 

Q.  The  United  States  and  Canada  ?     A.  That  I  had  charge  of. 

Q.  You  spoke  of  Mr.  Smith.  Did  Mr.  Smith  have  charge  of 
any  advertising  in  1904?     A.  He  had  the  insurance  papers. 

ME.  HUGrllES:  Mr.  Smith  can  you  state  what  the  amount 
was  expended  in  1904  in  insurance  papers? 

MK.  SMITH:  I  think  some  $28,000  to  $30,000. , 

ME.  HUGHES:  Did  you  have  charge  of  any  other  advertis- 
ing in  1904?  ~ 

ME.  SMITH:  I  don't  remember;  sometimes  they  might  send 
down  to  me  to  put  an  ad.  in. 

BY  ME.  HUGHES  (to  the  witness): 

Q.  I  find  in  your  annual  report  for  1904  that  the  total  amount 
gtated  to  have  been  spent  for  advertising  for  that  year  for  adver- 
tising, printing,  stationery  and  postage,  $1,134,833.76,  and  in 
distributing  that  item,  as  shown  by  the  statement  handed  us  by 
your  company  under  date  of  October  23,  1905,  the  amount  paid 
for  advertising  is  said  to  have  been  $329,797.02.  Can  you  state 
where  the  balance  of  the  amount  expended  for  advertising  over 
and  above  the  $84,000  mentioned  by  you,  and  the  $28,000  to 
$30,000  mentioned  by  Mr.  Smith,  was  expended?  A.  My 
knowledge  does  riot  enable  me  to  state  that.  I  have  no  knowledge 
of  any  advertising  except  that  which  passed  through  our  depart- 
ment. Now,  in  this  statement  which  I  have  given  you  here,  of 
course  we  use  a  good  many  supplies  which  may  have  been  charged 
to  advertising. 

Q.  We  have  the  supplies,  quite  a  considerable  sum,  apart  from, 
the  stationery.  We  haA'e  printing  and  stationery,  for  example, 
amounting  in  1904  to  $601,000;  so  it  would  hardly  seem  that 
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supplies,  had  been  charged  to  advertising.  Of  course,  I  don't 
know  anything  about  it.  If  you  do,  I  should  be  glad  to  have  you 
state  what  the  fact  is.  A.  I  would  be  very  glad  to  if  I  could, 
but  our  supplies  are  furnished  us  on  requisition  to  the  Supply 
Department,  and  we  keep  no  track  of  the  amount  fvirnished  us, 
but  that  simply  occurred  to  me  as  an  item  Avhich  might  be  charged 
'  against  the  advertising  in  addition  to  those.  The  rent  might  come 
in — I  don't  know  whether  we  are  charged  with  rent  or  not. 

Q.  Will  you  explain,  if  you  please,  so  far  as  you  can,  the  ataount 
expended  in  foreign  countries  for  advertising  ?  A.  I  answer  that 
I  have  no  knowledge  on  that,  Mr.  Hughes,  not  even  approximate. 

Q.  Who  would  have  any  knowledge  upon  that  subject?  A. 
The  Foreign  Department,  someone  in  the  Foreig-n  Department. 

Q.  You  don't  know  enough  about  it  to  be  able  so  say  whether 
or  not  the  foreign  advertising  cost  twice  as  much  as  the  advertis- 
ing in  this  country  ?  A.  jSTo,  Mr.  Hughes,  I  don't  know  anything 
about  it. 

Q.  Who  was  employed  by  the  Mutual  Life  during  1904  in 
connection  with  telegraphic  readers-?  A.  To  the  best  of  my  knowl- 
edge, no  one.  I  would  like  to  correct  that;  most  of  that  is  just 
readers  and  not  telegraphic  readers,  that  is  an  error. 

Q.  Do  you  know  Mr.  G.  A.  England?  A.  G.  A.  England, 
yes,  sir. 

Q.  How  long  have  you  known  him  ?  A.  He  came  to  work  for 
us,  I  think,  in  1903. 

Q.  How  long  did  he  remain  vnth  you?  A.  I  think  less  than  a 
year. 

Q.  What  did  he  do  while  he  was  with  you  ?  A.  He  pi^pared 
articles  for  the  press  on  life  insurance. 

Q.  For  insertions  as  news  itfems?  A.  I  don't  think  he  eve* 
wrote  any  articles  for  insertion  in  this  way,  but  we  were  fre- 
quently asked 

Q.  Perhaps  I  can  refresh  your  memory,  do  you  recognize  this 
(fhowing  witness  paper)?     A.  Yes,  these  are  England's. 

Q.  That  is  England's  work  ?  A.  That  is  England's  work,  yes, 
and  this  is  the  kind  of  work  he  was  employed  to  do. 

Q.  What  was  he  paid?  A.  I  think  twelve  hundred  dollars  a 
year,  or  at  the  rate  of  a  hundred  dollars  a  month. 

Q.  And  what  was  paid  for  the  insertion  of  those  items?  A. 
•  That  I  could  not  tell,  until  I  see  by  looking  up  in  the  books. 

Q.  How  would  they  be  identified  in  the  books?       A.  I  will, 
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tell  you  in  just  a  minute;  I  don't  kmow  what  they  were  paid  for. 
Those  things  are  frequently  printed  without  any  charge.  We 
could  identify  that  under  a  charge  of  May  20;  1904,  if  it  was  paid 
for.     Every  dollar  that  has  been  paid  out  is  recorded  on  the  books. 

Q.  This  matter  of  thei  launching — do  you  know  whether  that 
was  written  by  Mr.  England  ?     A.  I  think,  to  the  best  of  my 
knowledge,  I  think  that  was,  and  printed  without  any  charge.  - 
Most  of  his  stuff  was  published  without  any  charge  on  the  part 
of  the  newspapers. 

Q.  In  other  words,  if  he  could  write  acceptable  articles  for  the 
papers  in  the  form  of  news  items,  as,  for  example,  a  description 
of  the  launching  of  a  yacht,  and  bring  in  a  reference  to  the 
Mutual  Life,  their  interest  and  so  forth,  in  entertaining  and  in 
an  agreeable  way,  it  was  his  business  to  do  it  ?  A.  Yes.  He  was 
paid  sometimes  by  the  papers — I  mean  he'  sold  articles-  to  the 
magazines. 

Q.  Sold  articles  specially  to  them  ?     A.  Yes. 

Q.  So,  that  if  there  was  any  article  about  ship  canals  to  be 
published  and  some  reference  could  be  made  to  the  Mutual  Life  in 
connection  with  the  article  that  would  be  inserted  and  paid  for? 
A.  Yes.  Unless  there  is  the  name  of  the  paper  at  the  top  there 
it  was  never  printed.  It  was  simply  prepared  and  set  in  caps  and 
a  proof  taken  from  it  and  sent  to  our  agent. 

Q.  What  is  the  Mutual  Press  Association?  A.  That  I  do  not 
recall.     If  you  have  a  memorandum  there  I  miay  be-  able  to, 

Q.  Yes,  I  have  this,  memorandum,  (showing .  witness  mem- 
orandum). A.  I  think  Mr.  England  put  that  —  this  was  gotten 
up  by  Mr.  England  with  the  idea  of  extending,  his  work. 

Q.  He  was  the  Mutual  Press  Association,  wasn't  he?-  A.  He 
was,  but  we  never  used  it;  it  was  never  sent  out  under  that  head- 
ing.    That  is  as  far  as  it  ever  got. 

Q.  This  describes  the  sort  of  service  that  he  was  ready  to 
render?  A.  I  did  not  read  it,,  but  I  presume  it  does,,  because  that 
is  the  work  he  did  for  us  (examuining  paper).  That  was  never 
used,  but  he' was  prepared  to  do  work  of  that  kind  for  us. 

Q.  I  see  from  an  article  in  the  —  sent  as  a  letter  to  the 
Newark  Daily  Advertiser  in  the  form,  of  a  letter  —  I  suppose 
a  matter  of  that  sort  would  not  be  paid  for  by  the  company  but 
inserted  as  a  communication?  A.  I  never  knew  a  newspaper  to 
charge  for  any  service  of  that  kind. 

Q.  Who  supervised  the  work  that  was  done  by  Mr.  Eagland,* 


Testimony  of  Walter  8.  Sullivan.  1T61 

that  the  matter  was  truthful  and  proper  to  be  inserted  ?  A.  Any- 
thing that  does  with  the  actuarial  figiires  was  sent  to  the  Actuary 
Department,  and  that  would .  probably  answer  your  question  — 
anything  in  regard  to  life  insurance,  because  I  was  not  a  life 
insurance  expert. 

Q.  So  that  the  officers  of  the  company  conversant  with  these 

facts A.    The  Actuary  Department  on  anything  relating 

to  actuarial  figures. 

Q.  Suppose  it  related  generally  to  the  business  of  the  company  ? 
A.    It  would  always  be  submitted  to  somebody. 

Q.  "What  part  of  the  advertising  did  Mr.  Fields  take  charge 
of  ?  A.  So  far  as  I  know,  only  the  advertising  in  the  New  York 
City  dailies,  and  I  have  seen  some  bills  go  in  from  ISTew  York 
State,  but  would  send  them  to  the  Supply  Department,  knowing 
nothing  about  them. 

Q.  Have  you  a  comparative  statement  of  earlier  years  in  the 
same  form  as  this,  as  far  back  as  1904?  A.  Yes  (producing 
paper).  That  embraces  from  January  1st  to — of  course  that 
separation  of  items  is  purely  arbitrary.  We  run  them  together 
in  our  day  book. 

MR  HUGHES:  I  offer  in  evidence  the  statement  for  1903, 
of  the  advertising  dapartment. 

(Papers  marked  Exhibit  293.) 

MR  HUGHES :  The  statement  for  1903  says  total  $57,481.47 
for  general  advertising,  $937.45  for  magazine  advertising,  $935.26 
for  legal  advertising,  $910.31  for  outside  expenses,  $2,299.68  for 
Boston  Publishers'  Bureau. 

THE  WITNESS:   Yes,  publicity  bureau. 

MK.  HUGHES: 

$5,169.67  for  telegrams  and  reading  notices. 

137.50  for  insurance  papers. 

57.22  for  subscriptions. 

460.00  foreign. 


$48,388.56  Total. 

Insurance    Department    and    report    and    trustee    readers, 

■.847.32. 


$7,847.32. 

$56,235.88.     Total. 
56 
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I  also  oSer  the  year  1902. 

(Paper  marked  Exhibit  294.)* 

ME.  HUGPIES:  The  total  is  $61,251.71,  comprised  of  the 
following  items: 

Legal   $6,268.27 

Outside 881,000.89 

Insurance 11,318.04 

Telegraph  and  reading 14,782.02 

General 20,000.89 

Subscription 348.20 

Foreign 661.55 

Q.  Kow,  you  had  some  things  which  you  wish  to  explain  about 
that?    A.  ISTo. 

Q.  What  are  those  trustee  readers?  A.  Those  were  a  very 
small  part  of  that  item,  probably  a  himdred  dollars  that  they 
wer  reading  notices  sent  out  to  newspapers  and  paid  for. 

Q.  What  did  they  relate  to?  A.  Probably  to  the  trustees,  if 
that  is  the  way  it  is  entered. 

Q.  JSTotices  at  the  time  of  the  election  of  the  trustees,  descrip- 
tive, biographical,  and  so  on?  A.  I  suppose  so;  I  could  tell  you 
if  I  could  refer  to  the  books. 

MR.  HUGHES:  I  should  like  to  have  a  statement  prepared 
by  the  proper  officer  of  the  company  which  will  show  the  total 
advertising  divided  in  some  such  way,  if  that  is  practicable,  to 
account  for  the  three  hundred  and  twenty  odd  thousand  dollars 
in  the  published  report.  Apparently  this  witness  is  unfamiliar 
with  the  matter  beyond  the  advertising  in  the  United  States  and 
Canada. 

Q.  I  am  informed  that  you  know  about  the  mail  order  business, 
that  is  the  coiipons  which  are  filled  out  taken  from  the  advertise- 
ments that  appear  in  the  papers  and  magazines  and  come  to  the 
home  office,  what  is  done  with  those  ?  A.  Those  are  sent  to  th8 
manager  from  whose  territory  the  coupon  originates,  in  whose 
territory  it  originates.  I  have  got  a  statement  here  with  every 
coupon  we  ever  received. 

Q.  You  have  got  a  statement  showing  the  extent  of  that  busi- 
ness? A.  Yes,  exactly  (producing  paper).  This  is  up  to  October 
14th. 

ME.  HUGHES:  I  offer  that  in  evidence. 

(Marked  Exhibit  295.) 
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Q.  Then  I  infer  from  this  paper  that  in  the  twelve  months 
of  1904,  223  applicants  who  sent  coupons  to  the  home  office 
were  referred  to  C.  H.  Ealymond  &  Company?  A.  Those  were 
not  applicants — coupons  for  information. 

Q.  Applicants  only  in  the  sense  they  were  persons  who  sent 
in  requests  for  information  through  the  coupon  system?  A. 
Yes,  sir,  out  of  a  total  of  3Y 

Q.  Out  of  a  total  of  3,'714,  the  rest  being  in  other  territories? 
A.  Yes. 

Q.  And  during  the  year  1905  to  October  14th  there  were 
254  such  requests  for  information  in  ISTew  York  City,  which 
were  also  referred  to  C.  H.  Eaymond?  A.  Yes,  sir,  that  is 
correct. 

Q.  With  regard  to  the  policy  of  the  company  in  niaking 
such  references,  I  suppose  you  have  no  information?  A.  ^ell, 
we  did  not  begin  to  get  coupons  until  the  early  part  of  1904,  and 
I  first  handed  them  out  through  agents  of  the  company  that  would 
come  around  and  I  found  after  they  began  to  come  in  quantities 
that  that  was  going  to  involve  us  in  a  lot  of  detail; 
then  they  would  report  on  cases;  of  course,  we  kept  an  account 
of  every  coupon  sent  in  and  we  know  just  exactly  what  percent- 
age and  how  much  is  written  on  those  coupons  by  the  agents, 
but  we  could  not  get  any  reports  from  those  local  agents;  so, 
they  worked  under  Eaymond  and  I  sent  them  down  to  Mr.  Eay- 
mond and  then  sent  them  off  to  those  other  managers  through  the 
United  States  and  Canada. 

Q.  Why  was  that  done?  When  a  man  lived  in  the  City  of 
New  York  —  why  didn't  you  deal  with  him  at  the  home  office? 
A.  I  found  by  inquiry  of  other  life  insurance  companies  that 
were  using  this  method  in  getting  inquiries  that  all  inquiries 
were  referred  by  them  to  their  agents  in  the  field;  and  after 
a  conference  with  some  of  our  people  I  became  convinced 
that  it  was  imposible  to  do  any  amount  of  business  with  direct 
correspondents;  we  occasionally  get  a  coupon  from  a  man 
who  says  —  who  requests  us  not  to  send  an  agent  to  see  him. 
In  that  case  we  instruct  the  manager  not  to  send  an  agent  to 
see  the  man  who  makes  this  request,  and  endeavor  to  write  him 
by  mail.  Now  I  have  never  known  of  a  case  of  this  kind  being 
written  —  that  is,  of  a  case  being  closed.  Of  course  in  this  total 
number  of  coupons  we  have  got  to  throw  out  all  the  people  who 
are  physically  ineligible  for  life  insurance,  and  that  constitutes 
u  very  large  number  —  a  very  large  percentage,  and  all  people 
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engaged  in  hazardous  occupations,  locomotive  firemen,  engineers, 
men  who  work  in  mines,  men  in  work  over  emery  wheels  and 
around  grindstones.  They  state  their  occupation,  and  coupons 
got  from  men  of  that  kind  are  absolutely  useless.  Then  the 
physical  examination  usually  throws  out  a  large  number;  so  that 
it  is  only  a  small  fraction  of  the  inquiries  that  are  insured. 

Q.  Do  you  have  a  correspondence  bureau  ?  A.  There  is  a  cor- 
respondence bureau. 

Q.  Who  is  in  charge  of  it?    A.  Mr.  Breck. 

Q.  What  is  his  salary  ?    A.  I  don't  know. 

ME.  HUGHES :  The  total  for  1904  for  replies  referred  to  the 
agencies  was  3,714;    1905,  4,803;   that  is  to  October  14th. 

MR.  COX:  This  was  the  result  of  how  much  advertising? 

BY  MR  HUGHES: 

Q.  That  was  the  result  of  advertising  in  what  papers  or  maga- 
zines?    A.  That  was  the  result  of  the  advertising  in  magazines. 

BY  MR  COX : 

Q.  How  many?    A.  Oh,  we  use  about  a  dozen. 

Q.  Reading  magazines?  A.  Yes;  I  think  we  have  twelve  now 
on  our  list. 

Q.  Does  your  statement  there  show  the  cost  of  that  adver- 
tising?   A.   Oh,  yes. 

Q.  I  mean  separated?    A.  It  is  all  in  the  statement. 

Q.  What  was  it?    A.  It  was  $42,000  last  year. 

BY  THE  CHAIRMAN : 

Q.  Magazine  advertising  alone?  A.  Magazine  only,  and  on 
those  coupons,  the  records  there,  we  wrote  —  we  had  appli- 
cations of  perhaps  $1,300,000  for  life  insurance  so  far  this 
year,  we  have  had  over  a  million  and  half  applied  for. 

Q.  You  mean  these  3,714  replies  of  1904  cost  you  practically 
$42,000  of  advertising?    A.  Yes,  sir. 

Q.  And  resulted  $1,300,000  worth  of  business  approximately? 
A.  Approximately. 

MR.  BECK:  May  I  suggest  that  the  sole  value  of  the  ad- 
vertising does  not  lie  in  the  correspondence.  Kindly  ask  the 
witness  to  what  extent  the  advertising  strengthens  ,the  agent  in 
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the  field.     I  think  you  will  develop  why  the  company  continued 
that  policy.        * 

THE  CHAIRMAlSr:   Make  any  statement  you  choose. 

A.  This  advertising,  this  is  the  simple  thing  of  ft  —  the  gen- 
eral publicity  and  the  encouragement  it  gives  to  the  agent. 

Q.  The  general  effects  from  advertisement  you  regard  as  far 
greater  value  than  the  coupons  you  receive  ?  A.  Oh,  by  far  — 
by  far. 

JAMES  TIMPSON,  recalled. 

BY  MR.  HUGHES: 

Q.  I  asked  you  the  other  day  to  give  me  two  papers  relating 
to  the  Brooklyn  Wharf  &  Warehouse  Company,  so  that  you 
could  give  us  the  detailed  information  regarding  it.  That  was 
asked  for;  have  you  been  able  to  do  that  ?  A.  I  have  a  prospectus 
that  was  issued  at  the  time  the  bonds  were  sold  originally.  I 
have  asked  the  United  States  Mortgage  &  Trust  Company  to 
prepare  a  list  of  all  the  officers,  directors  and  employees. 

Q.  They  have  not  made  that  up?  A.  They  have  not;  they 
are  making  it. 

Q.  The  same  is  true  of  the  other  ?     A.  Of  the  other,  yes. 

Q.  So  that  you  have  not  at  the  moment  such  additional  in- 
formation to  what  you  had  the  other  day?    A.  Very  little. 

Q.  There  are  one  or  two  points  I  would  like  to  ask  you  about, 
and  perhaps  you  might  be  able  to  testify  to  them  at  present. 
In  the  first  place,  with  regard  to  the  Washington  Electric  —  the 
original  company  was  named  the  Washington  Traction  a^d 
Electric  Company?    A.  That  is  right,  sir. 

Q.  Did  the  United  States  Mortgage  &  Trust  Company  loan 
the  money  which  was  required  to  enable  those  interested  in  the 
syndicate  to  purchase  the  securities  of  the  combining  companies 
pending  the  issue  of  the  bonds?  A.  Not  to  my  recollection; 
that  may  be  the  case;  I  cannot  testify  to  it. 

Q.  What  was  your  connection  with  the  matter?  A.  Merely 
as  director  of  the  United  States  Mortgage  &  Trust  Company, 
attending  meetings. 

Q.  Do  you  represent  the  Mutual  Life  upon  the  Board  of  the 
United  States  Mortgage  &  Trust  Company?  A.  I  think  you 
might  state  that  as  a  fact;  yes,  sir. 
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Q.  You  were  not  put  in  there  because  of  your  personal  in- 
terest, but  — -■ —    A.  No,  sir,  not  at  all. 

Q.  ISTot  as  a  personal  stockholder,  but  because  you  are  an 
officer  of  the  company  representing  a  company,  to  wit,  the 
Mutual  Life  Insurance  Company  of  Wew  York,  which  is  a  very 
large  stockholder  ?    A.  I  should  think  that  was  right,  sir. 

Q..  And  in  connection  with  this  matteir  the  flotation  of  these 
Washington  Electric  securities,  you  represented  in  various  com- 
mittees the  United  States  Mortgage  &  Trust  Company?  A.  I 
attended  the  meetings  of  the  executive  committee  —  you  ask  if 
I  represented  the  committees. 

Q.  You  are  a  member?  A.  I  am  a  member  of  the  executive 
committee  of  the  Mortgage  Company,  yes,  sir;  the  Finance  Com- 
mittee. 

Q.  Didn't  the  United  States  Mortgage  &  Trust  Company 
make  a  loan  of  twelve  millions  of  dollars  in  that  case?  A.  My 
recollection  is  that  the  United  States  Mortgage  &  Trust  Com- 
pany offered  for  sale  twelve  millions  of  bonds. 

Q.  And  pending  the  sale- of  the  bonds  loaned  twelve  millions  of 
dollars?     A.  I  think  not. 

Q.  How  much  do  you  recall  that  they  loaned?  A.  I  do  not 
recall,  but  I  am  very  sure  that  is  not  the  fact. 

Q.  Do  you  remember  whether  or  not  the  stock  of  the  Wash- 
ingion  Traction  &  Electric  Company,  the  original  company  which 
was  formed  through  this  combination,  was  offered  for  general  sale? 
A.  jSTo,  sir,  it  was  not. 

Q.  Who  took  the  stock?     A.  The  stock  went  to  various  in- 
dividuals, Mr.  Hughes;  I  cannot  tell  you  that  offhand. 
■  Q.  It  was  not  generally  available?     A.  No,  sir;  I  think  not. 

Q.  It  was  thought  to  be  a  good  thing,  wasn't  it?  A.  I  think 
so,  I  bought  some. 

Q.  It  was  taken  by  insiders,  in  other  words?  A,  Insiders  and 
outsiders.     I  took  some,  as  I  testified  the  other  day. 

Q.  What  price  did  those  who  were  allowed  to  buy  the  stock 
pay  for  it?     A.  I  paid  fifteen  dollars  for  mine,  sir. 

Q.  Was  that  the  general  price?  A.  I  think  higher  prices  were 
paid  for  some  of  it. 

Q.  What  was  the  higher  price  that  was  paid  ?  A.  I  understand 
that  18  and  even  20  was  paid  for  some  of  the  shares. 

Q.  Didn't  Mr.  McCurdy  subscribe  for  some,  Mr.  R.  A. 
MeCurdy? 
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ME.  HUGHES:  Mr.  Beck  bands  me  a  note  from  Mr. 
Richard  A.  McCurdy,  whicli  I  will  read  upon  the  record,  as  Mr. 
McCurdy  is  not  here  at  the  moment.  It  is  in  the  nature  of  a  cor- 
rection of  his  testimony: 

«  N'ew  Toife,  October  24,  1905. 
"  Dear  Mr.  Beck: 

"  The  other  day  when  I  was  testifying  I  tbint  that  I  stated 
that  I  bad  no  personal  interest  in  the  "Washington  Traction  Com- 
pany. I  had  before  me  a  list  of  my  various  holdings  w:hich  went 
back  only  five  years,  which  was  in  accordance  with  your  request, 
and  I  depended  upon  that  list,  but  it  did  not  mention  this  com- 
pany ;  it  quite  slipped  my  memory  that  more  than  five  years  ago  I 
purchased  some  stock  in  the  Washington  Traction  Company,  and 
I  believe  I  also  bought  some  of  its  bonds,  both  bonds  and  stock, 
however,  were  sold  some  years  ago.  I  would  be  very  glad  if  you 
would  at  th^  proper  time  call  the  attention  of  the  committee  to 
my  desire  to  correct  my  testimony  so  it  will  conform  to  the  facts 
i  c  ]  ein  stated, 

"  Very  truly  yours, 

"  Eichard  A.  McCurdy. 

"  Hon.  James  M.  Beck,  New  York." 

Q.  What  stock  did  Mr.  McCurdy  buy?  A.  My  recollection 
is  it  was  500  shares,  but  I  am  testifying  from  memory 

Q.  At  what  price  did  he  buy  it?     A.  I  think  he  paid  15. 

Q.  And  when  was  that  bought?  A.  I  think  the  date  was  1899. 
It  was  at  the  time  of  the  formation  of  the  Washington  Traction 
Company. 

Q.  Was  it  not  in  advance  of  the  flotation  of  the  bonds?  A.  It 
may  or  may  not  have  been. 

Q.  Well,  think  for  a  moment.  Wa  s  it  not  before  the  bonds,  were 
put  on  public  sale  that  you  and  he  and  others  subscribed  for 
stock  at  15  ?  A.  I  think  the  chances  were  that  it  was  after  that, 
but  I  cannot  testify  from  recollection ;  I  have  no  recollection. 

Q.  Did  Mr.  E.  H.  McCurdy  take  stock  ?     A,  Not  that  I  know 

of. 

Q.  Who  else  connected  with  the  Mutual  life  took  stock?  A. 
That  I  could  not  tell  you. 

Q.  Did  Mr.  George  W.  Young  take  stock  ?     A.  I  think  he  did. 

Q.  At  what  price  ?  A.  I  could  not  tell  you.  I  presume  at  15. 
It  may  have  been  more  or  less. 
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Q.  "Was  not  15  the  price  at  -which  those  who  were  privileged  to 
buy  stock  in  this  enterprise  got  it  or  did  anybody  get  it  for  less  ? 
A.  I  don't  think  anybody  got  it  for  less,  and  as  I  have  testified  al- 
ready, I  think  some  paid  more. 

Q.  And  the  general  public  got  no  chajice  to  get  it  at  all?  A. 
I  think  it  was  not  a  matter  that  concerned  the  general  public  at  all. 

Q.  When  the  bonds  were  put  upon  the  market  how  freely  were 
they  taken  by  the  public?  A.  I  think  about  half  of  the  issue  was 
subscribed  for. 

Q.  That  is  six  millions  ?  A.  'No,  something  under  six  millions, 
between  forty-five  and  fifty  per  cent,  my  recollection  is. 

Q.  Well,  are  you  sure  it  was  as  large  a  percentage  as  that?  A. 
I  think  it  was  45  per  cent,  sir. 

Q.  The  authorized  issue  was  twenty  million  dollars  and  the 
amount  issued  was  twelve  million  dollars  ?     A.  That  is  right. 

Q.  And  of  that  twelve  million  dollars  forty-five  or  fifty  per  cent 
was  taken  by  the  public?     A.  That  is  right. 

Q.  And  the  rest  has  to  be  taken  by  the  syndicate  ?  A.  That  is 
right. 

Q.  In  other  words,  the  public  offering  to  the  extent  of  fifty  or 
fifty-five  per  cent  failed  ?     A.  Yes. 

Q.  Now,  the  Mutual  Life  took  out  its  entire  syndicate  holding 
of  $2,000,000  ?     A.  It  did,  it  withdrew  them. 

Q.  Did  it  withdraw  them  before  or  after  the  failure  of  the  public 
flotation  ?     A.  It  withdrew  them  before. 

Q.  How  long  before?  A.  That  I  cannot  testify  off  hand.  Some 
few  days,  I  imagine. 

Q.  Some  what?  A.  I  don't  know,  I  cannot  testify  to  tbat, 
sir.  Some  few  days  or  weeks,  I  cannot  testify  to  that  without 
referring  to  the  papers. 

Q.  Do  you  recall  how  soon  it  was  after  the  failure  of  the  public 
flotation  that  the  stock  was  sold  by  those  who  had  taken  it  on  the 
subscription  at  15  ?     A.  No,  sir. 

Q.  Did  you  sell  your  stock  ?     A.  I  did. 

Q.  Did  you  sell  it  about  that  time  ?  A.  I  sold  it  some  little  time 
after,  I  think,  Mr.  Hughes. 

Q.  Did  Mr.  McOurdy  sell  his  stock?  A.  I  don't  know  what 
he  did  with  his  stock.     I  think  he  did. 

Q.  Don't  you  know  Avhat  he  did  with  it  ?     A.  I  think  he  sold  it. 

Q.  Do  you  know  to  whom  ?     A.  No. 

Q.  Do  you  know  for  what  he  sold  it  ?  A.  I  cannot  testify  with 
knowledge  upon  that  subject. 

Q.  Well,  probably  there  is  no  one  better  posted  than  you  on  the 
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subject.  Wliat  was  it?  A.  To  the  best  of  my  recollection  he  got 
30  for  it. 

Q.  Wbo  paid  him  30  for  it  ?     A.  I  don't  know. 

Q.  Do  you  know  who  was  the  purchaser  ?  A.  I  think  it  is  very 
likely  it  was  Mr.  George  W.  Young,  but  I  am  not  testifying  from 
knowledge  of  the  fact. 

Q.  Was  it  taken  off  Mr.  McCurdy's  hands  because  of  the  dis- 
appointment at  the  sale  of  the  bonds  ?     A.  I  think  not. 

Q.  Or  was  it  taken  off  his  hands  because  he  was  dissatisfied 
with  the  enterprise  ?     A.  I  don't  know. 

Q.  You  were  very  close  to  the  transaction,  were  you  not  ?  A. 
I  was  there  at  the  time ;  yes,  sir. 

Q.  Was  there  anybody  that  knew  more  about  it  than  you? 
A.  I  knew  nothing  about  it  at  the  time. 

Q.  Is  it  not  a  fact,  Mr.  Timpson,  that  when  it  appeared  that 
the  public  would  not  take  these  bonds  that  Mr.  McOurdy  ex- 
pressed dissatisfaction  with  the  matter  and  wanted  to  get  rid  of 
his  stock,  and  the  stock  was  taken  off  his  hands  at  30  to  give  him  a 
profit  ?     A.  It  may  be  a  fact,  but  I  have  no  knowledge  of  it. 

Q.  You  are  not  in  a  position  to  deny  it  ?  A.  No,  sir ;  I  cannot 
deny  it  or  affirm  it. 

Q.  Was  it  after  that  that  the  Mutual  took  another  million 
dollars  of  the  bonds  ?     A.  Yes,  sir — after  what  ? 

Q.  After  the  sale  of  the  stock  ?  A  I  don't  know  when  he  sold 
the  stock. 

Q.  You  don't  know  about  the  time  ?     A.  l^J"©,  sir. 

Q.  I  think  you  gave  me  the  other  day  the  date  of  the  additional 
purchases  of  $1,000,000  ?     A.  Yes. 

Q.  I  think  it  was  about  a  year  later  ?  A.  It  was  about  a  year 
later  than  the  original  purchase. 

Q.  Is  not  that  something  which  will  enable  you  to  refresh  your 
recollection  on  the  matter?  A.  No,  sir.  I  did  not  see  any  con- 
nection between  them  at  all,  sir. 

Q.  Let  me  repeat  the  question  I  put  to  you  the  other  day.  What 
led  the  Mutual  Life  to  invest  another  million  dollars  in  the  bonds 
of  this  company  when  the  public  had  failed  to  take  the  bonds  and 
the  members  of  the  syndicate  had  been  compelled  to  take  them  to 
the  extent  that  the  public  did  not  buy  them?  A.  As  I  testi- 
fied  

MR.  BEOK :  Do  you  want  to  see  the  minutes  of  the  Finance 
Committee  i 
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MR.  HUGHES :  I  think  Mr.  Timpson  knows  more  about  it 
than  the  Finance  Committee.  If  he  does  not  know,  of  course,  hfe 
can  testify  that  he  does  not  know. 

THE  WITNESS :  The  matter  was  presented  to  the  Finance 
Committee  and  they  authorized  the  purchase,  and  as  I  testified  the 
other  day,  the  results  have  been  very  profitable  to  the  company. 
A  net  profit  to  the  compa-ny  was  made  on  the  transaction  showing 
over  $500,000. 

Q.  That  net  profit  results  largely  from  a  sale  you  have  con- 
s-iimmated  within  a  couple  of  months  ?  A.  Yi3S,  but  the  sale 
would  not  have  been  possible  before  that,  as  the  bonds  had  not 
reached  those  figures. 

Q.  But  there  was  very  little  prospect  of  that  result  at  the  time 
this  million  dollars  was  taken  ?     A.  I  don't  know,  sir. 

Q.  You  took  at  76  ?     A.  Yfes. 

Q.  A  drop  of  eighteen  points  ?     A.  Yes. 

Q.  And  after  the  public  had  refused  to  take  the  bonds  ?  A. 
Yes,  sir. 

Q.  What  member  of  the  Finance  Committee  proposed  that  in- 
vestment ?  A.  Have  you  the  minutes  of  the  Finance  Committee 
there,  Arthur  ? 

These  are  from  the  minutes  of  the  Finance  Committee  of  June 
26th,  shall  I  read  them  ? 

(Book  produced.) 

Q.  Can  you  tell  me  that,  who  proposed  the  purchase  of  these 
bonds?  -A.  The  treasurer  reported  that  the  United  States  Mort- 
gage &  Trust  Company  were  willing  to  sell  one  million  dollars 
of  the  Washington  Traction  &  Electric  Company  4^  per  cent, 
bonds  at  76i  and  interest.  After  discussion  purchase  of  the 
bonds  was  referred  to  the  president  and  treasurer  with  power. 
Shall  I  give  you  the  members  present  ? 

Q.  No,  because  it  seems  to  have  been  referred  to  the  president 
and  treasurer  with  power.  Subsequently  did  the  president  and 
treasurer  consummate  the  purchase  under  that  authority?  A. 
They  certainly  did;  yes,  sir. 

Q.  Is  this  which  I  now  show  you  the  plan  and  agreement  of 
reorganization  of  the  Washington  Traction  &  Electric  Company  ? 
A.  It  seems  to  be,  sir. 
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MK.  HUGHES:    I  will  have  that  marked  for  identification. 
(Exhibit  marked  296  for  identification.) 

Q._Tou  were  a  member  of  the  Committee  on  Keorganization  ? 
A.  I  was. 

Q.  And  you  represented  what  interests  as  a  member  of  that 
committee  ?     A.  I  suppose  I  represented  the  Mutual  Life. 

Q.  I  notice  that  by  recapitulation  of  the  plan  of  agreement  of 
reorganization  there  were  to  be  used  for  the  purposes  of  reor- 
ganization or  by  the  new  company  $327,250  new  four  per  cent, 
bonds.  Were  those  received  by  the  committee?  A.  I  think  they 
were.  My  recollection  at  this  time  is  that  they  were  returned  to 
the  new  company  at  the  expiration  of  the  reorganization,  I  don't 
think  they  were  ever' used. 

Q.  There  were  also  to  be  used  $98,900  of  new  five  per  cent, 
prefer!  J  stock  and  $115,600  of  new  common  stock.  Were  those 
receive  J  by  the  committee  ?     A.  Yes,  sir. 

Q.  Eor  what  purpose  were  they  used  ?  A.  Well,  Mr.  Hughes, 
I  would  rather  refer  to  the  record  before  testifying  upon  it. 

Q.  Were  you  a  member  of  the  committee  ?     A.  Yes,  sir. 

Q.  Was  not  that  used  for  the  purposes  of  the  committee  ?  A. 
It  was. 

Q.  Was  it  not  divided  among  the  members  of  the  committee? 
A.  Erom  my  recollection  I  would  rather  not  testify  about  it. 

Q.  You  know  whether  you  got  a  share  of  it  ?  A.  I  know  I 
got  a  share  of  it. 

Q.  You  got  five  thousand  of  it,  didn't  you  ?  A.  I  cannot  testify 
from  recollection. 

Q.  Well,  can  you  tell  approximately?  A.  I  don't  think  the 
committee  received  any  of  that  as  conapensation,  I  think  they  got 
it  as  compensation  or  a  voting  trust  for  that  property  which  is 
still  in  existence. 

Q.  What  did  you  get  of  this,  if  you  can  now  recollect?  A.  I 
cannot  now  recollect. 

Q.  Was  it  not  divided  into  five  equal  parts?  A.  I  cannot 
recollect. 

Q.  Did  you  keep  all  you  got  ?     A.  No. 

Q.  What  did  you  do  with  it  ?     A.  Sold  it. 

Q.  Did  you  keep  the  money  you  got  for  it?  A.  I  imagine  I 
spent  most  of  that. 

'Q.  What  I  want  to  get  -at  is  what  you  did  with  the  proceeds, 
Did  you  divide  it  with  any  one  ?     A.  No. 
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Q.  Divide  it  with  any  officer,  or  give  any  part  of  it  to  any 
officer  of  the  Mutual  Life  ?     A.  I  did  not. 

Q.  Did  you  account  to  the  Mutual  Life  for  the  moneys  you 
got  for  representing  it  on  the  committee?  A.  I  did  not  get  it 
as  representing  the  Mutual  Life.  I  got  the  securities  as  a  member 
of  the  voting  trust  and  for  services  to  come,  which  we  have  ren- 
dered far  several  years. 

Q.  And  you  kept  the  money  as  compensation  for  those  services? 
A.  Yes,  sir. 

Q.  Did  it  amount  to  as  much  as  $30,000?  A.  No,  nothing 
like  that. 

Q.  Ton  can  get  that  information?     A.  Yes. 

MK.  HUGHES:  We  will  suspend  on  that  for  a  time.  Mr. 
Hegeman,  vsdll  you  take  the  stand? 

JOHN  E.  HEGEMAN,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

THE  CHAIRMAN:  I  would  like  to  give  notice  now  that 
when  we  adjourn  for  the  afternoon  it  will  be  until  10  o'clock  to- 
morrow morning  instead  of  10:30  as  usual. 

BY  MK.  HUGHES: 

Q.  You  are  the  president  of  the  Metropolitan  Life  Insurance 
Company?     A.  I  am. 

Q.  How  long  have  you  been  such?  A.  Fourteen  years  past. 
Previous  to  that,  twenty-one  years  as  vice-president. 

Q.  So  that  your  business  life  has  been  largely  devoted  to  that 
company?     A.  Nearly  all  of  it. 

Q.  Were  you  in  the  insurance  business  even  before  you  be- 
came vice-president  of  the  company?  A.  Four  years  with  the 
Manhattan. 

Q.  The  business  of  the  Metroplitan  Life  Insurance  Company 
is  divided  into  two  departments,  is  it  not?     A.  Yes. 

Q.  Will  you  explain  that  division  and  the  character  of  the 
business  of  each  department?  A.  It  is  divided  into  two  depart- 
ments known  as  the  ordinary  and  the  industrial.  The  ordinary 
business  is  such  as  is  done  by  the  Mutual  Life,  Equitable  and 
New  York  Life,  except  that  we  do  it  on  a  stock  basis,  and  not 
on  the  mutual  basis. 

Q.  Won't  you  explain  that  a  little  more  fully,  that  you  do 
it  on  the  stock  basis  and  not  on  the  mutual.     A.  A  mutual  life 
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insurance  company  is  one  whicli  is  assumed  to  divide  all  it3 
profits  among  its  policyholders.  A  stock  life  insurance  company 
or  business  sold  upon  tlie  stock  basis  is  non-participating,  that 
is  it  is  non-dividend  paying.  That  forms  the  bulk  of  the  Metro- 
politan's business,  nearly  the  whole  of  it,  I  may  say,  both  in  the 
ordinary  branch  and  in  the  industrial.  That  is  a  form  of  insurance 
which  is  like  a  fire  policy,  so  much  insurance  for  so  much  money, 
and  there  it  ends.  There  is  nothing  in  the  contract  which  im- 
plies the  giving  of  dividends  either  expressed  or  implied.  It  is 
a  form  of  insurance  in  which  no  estimate  by  an  ambitious  agent 
can  be  indulged  in  because  there  are  no  estimates  to  give.  There 
are  no  disappointments  because  there  is  nothing  to  be  disappointed 
over.  "We  never  have  any  complaints  in  that  business.  The 
policies  themselves  specifically  providing,  as  I  said  a  moment  ago, 
that  it  is  simply  so  much  insurance  for  a  certain  premium.  We 
have  no  understanding  or  agreement,  expressed  or  implied  as  to 
the  matter  of  dividends. 

Q.  That  applies  to  both  the  ordinary  department  and  the  indus- 
trial department?     A.  It  does. 

Q.  I  interrupted  you  as  you  were  describing  the  ordinary  de- 
partment, and  you  had  said,  I  think,  that  the  most  of  the  business- 
of  that  department  was  done  on  the  stock  basis,  that  is  it  was 
non-participating  business?     A.  Practically  the  whole  of  it. 

Q.  Then  in  your  ordinary  department  you  do  not  do  any  de- 
ferred dividend  business?     A.  Not  a  bit. 

Q.  And  even  with  your  endowment  policies  it  is  a  contract  to 
pay  a  certain  sum  of  money  on  a  certain  date?  A,  That  is  all 
there  is  to  it. 

Q.  And  there  is  no  right  to  any  share  of  the  surplus  upon  the 
part  of  the  one  who  takes  that  contract?     A.  None  whatever. 

Q.  And  you  were  about  to  speak  of  the  other  department,  the 
industrial,  and  define  its  character.  Will  you  kindly  do  so  ?  A. 
That  is  upon  the  same  basis. 

Q.  And  what  is  the  basis  of  the  industrial  business  ?  A.  The 
nature  of  the  industrial  business  is  that  it  is  a  form  of  weekly 
insurance,  adapted  to  all  ages  between  two  and  seventy.  The 
amount  of  the  infantile  ages  being  in  accordance  with  the  lawa 
of  the  State  of  New  York,  premiums  collected  weekly  and  pay- 
ments made  weekly  and  being  non-dividend  paying,  as  I  have 
stated. 

Q.  Are  there  any  glides  in  your  company  which  are  partici- 
pating ?  A.  There  are  a  few,  a  very  few  issued,  in  what  I  think 
*is  known  as  the  intermediate. 
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Q.  What  is  that  department  ?  A.  That  is  a  department  which 
issxies  policies  of  an  even  $500. 

Q.  And  only  $500?  A.  Yes,  except  that  the  policyholder  may 
take  two,  may  take  more  than  one. 

Q.  To  whom  were  these  dividends  paid  that  I  see  mentioned 
here  aggregating  some  $876,798  ?  A.  Nearly  all  of  them  are  paid 
to  the  industrial  policyholders. 

Q.  Are  there  any  policyholders  at  all  on  the  ordinary  side  of 
the  business  who  recei\e  dividents  or  are  entitled  to  them?  A. 
Only  a  very  few,  that  I  have  spoken  of  as  in  this  intermediate 
$500  policy  division,  and  perhaps  not  more  I  think  than  25  or 
30  policies  issued  thirty  years  ago  when  we  did  a  reserve  dividend 
business. 

Q.  Who  holds  those  policies  ?     A.  By  name  I  don't  know. 

Q.  Do  you  hold  any  of  them?     A.  I  do  not. 

Q.  Does  any  officer  of  the  company  hold  any  of  them  ?  A.  No, 
sir ;  I  think  not. 

Q'.  For  whose  benefit  is  the  surplus  of  your  company  held  ?  A. 
It  belongs  to  the  stockholders. 

Q.  I  notice  that  by  Section  1,  Chapter  437,  of  the  Laws  of  1883, 
it  is  provided :  On  the  first  day  oi  January  of  each  year  or  within 
sixty  days  thereafter,  a  valuation  of  the  liabilities  and  assets  of 
the  company  shall  be  made,  and  after  providing  for  the  liabilities 
of  the  ordinary  department,  the  net  surplus  derived  from  the 
business  of  said  department  shall  be  credited  to  such  policy  of 
said  department  as  may  be  entitled  to  participate  in  the  surplus." 
Now,  I  understand,  as  a  matter  of  fact,  with  the  exception  of  25 
or  30  policies,  there  are  no  persons  entitled  to  such  credit?  A. 
Practically  none. 

Q.  Then  it  goes  on  to  say,  "That  after  providing  for  the  liabil- 
ities of  the  industrial  department  and  interest  upon  the  capital 
stock,  the  net  surplus  derived  from  the  business  of  said  depart- 
ment shall  be  added  to  the  capital  stock  as  additional  security  to 
the  policyholders."  What  is  done  under  that  provision,  if  any- 
thing? A.  Seven  per  cent,  is  paid  to  the  stockholders.  That  is 
all  they  can  receive  under  the  law.  That  was  the  legal  rate  of 
this  State  at  the  time  this  company's  charter  was  secured. 

Q.  It  says,  "The  net  surplus  derived  from  the  business  of  said 
department  sliall  be  added  to  the  capital  stock."  Has  anything 
been  done  by  the  way  of  adding  to  the  capital  stoek  that  share 
of   the   surplus   derived  from   the   industrial   department?-    A. 
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Within  the  t-wenty-two  years — is  that  right,.  1S83> — within  the 
twenty-two  years  since  that  ameBdment  was  obtained,  an  addi- 
tion of  a  m,illion  at  gne  time  and  $500,0.00  at  another-  was  nxade 
to  the:  capital  stock  which,  theretofore  had  been  $50Q,Q00-. 

Q.  By  increasing  it  ?  A.  $500,000  was  paid  in  in  cash.  The 
increases  from  pjjofits  were  altogether  a  million  and  a  half,  which 
added  to  the  original  $500,000,  made  the  capital  $2,000,000,,  at 
which  it  now  stands,  which  capital  bears  7  per  cent,  interest. 

Q.  Then  the  $2,000,000  capital  that  your  company  has  now  is 
to  the  extent  of  a  million^  and  a  half  representative  of  and  paid 
for  by  the  accumulated  surplus  of  your  company?  A.  It  was 
made  out  of  the  surplus. 

Q.  Yes.  A.  It  was  not  subscribed  for  and  paid  for  in  cash  ? 
A.  ]^o,  it  was  not. 

Q.  But  was  in  the  nature  of  a  stock  dividend?  A.  That  is 
right. 

Q.  The  stock  being  increased?.    A.  Yes. 

Q.  What  was  the  original  capital  of  your  company  ?  A.  $200,- 
000. 

Q.  And  was  the  increase  from  $200,000  to  $500,000  also  by  a 
stock  dividend  out  of  surplus  ?     A.  No. 

Q.  That  was  an  increase  that  was  paid  for  ?     A.  You  will . 
observe,  Mr.  Counsellor,  that  the  original  capital  was  $200,000 
and  that  the  charter  provided  that  when  the  gross  assets  amounted 
to  $500,000  one-half  of  the  capital  stock  might  be  retired. 

Q.  Yes.  A.  Some  time  in  the  70's  that  half  was  retired,  the 
par  value  was  paid  back  to  the  stockholders. 

Q.  That  left  an  investment  of  $100,000?  A.  Qf  $100,000. 
In  1883,  $400,000  in  cash  was  put  in  by  capitalists,  which  made 
the  stock  $500,000. 

Q.  Was  that  at  par  ?     A.  At  pax; 

Q,  So  the  total  investment  has  been  $500,000  ?  A.  $500,000 
in  cash. 

Q.  What  is  your  share  in  that  investment  ?  A.  My  individual 
share  ? 

Q,  Yes.     A.  I  think  about  $275,000. 

Q.  And  you  hold  what  amount  of  stock  in  the  company  ?  A. 
Well,  25  divided  into  that  will  make  the  number  of  shares,  if  that 
is  what  you  mean.  The  par  value  is  $25,  and  the  par  value  that 
I  hold  I  think  is  about  $275,000. 

Q,  Out  of  the  $2,000,000  ?    A.  Out  of  the  $2,000,000 
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Q.  So  would  it  be  right  to  say  that  your  investment  in  the  com- 
pany was  one-quarter  of  $275,000  ?     A.  Yes. 

Q.  To  what  extent  are  the  other  officers  of  the  company  stock- 
holders of  the  company  ?  A.  I  cannot  say.  Some  are  not  stock- 
holders at  all  and  none  of  them  to  any  extent. 

Q.  Take  the  members  of  your  Finance  Committee,  to  what  ex- 
tent are  they  stockholders,  Mr.  Dutcher  and  Mr.  James  ?  A.  Mr. 
Dutcher,  I  think,  has  100  shares  and  Mr.  James,  I  think,  has  100 
shares,  and  Mr.  Knapp  has  less  than  that. 

Q.  What  is  the  aggregate  amount  of  the  thirty  policies,  thirty 
or  more  policies  on  the  ordinary  plan  which  are  participating? 
A.  The  aggregate  amount  of  insurance? 

Q.  Yes.  A.  That  would  be  quite  guesswork  on  my  part,  Mr. 
Hughes. 

Q.  Well,  an  approximate  statement,  subject  to  correction  ?  A. 
Perhaps  $30,000  to  $40,000. 

Q.  Then  on  the  industrial  side  of  the  business  I  see  that  by 
your  report  your  outstanding  industrial  insurance  at  the  end  of 
1904  amounted  to  $1,127,889,229.  Now,  what  proportion  of  that 
was  participating  ?     A.  None. 

Q.  What?     A.  None. 

Q.  I  think  I  must  have  misunderstood  you  with  reference  to 
the  dividends  paid  policyholders  last  year.  It  seems  that  $876,000 
was  paid.  Was  that  paid  on  these  few  policies  you  mentioned? 
A.  No,  I  testified  I  believed  it  was  paid  on  the  industrial  busi- 
ness. 

Q.  But  the  industrial  business  is  non-participating?  A,  Well, 
by  its  terms, 

Q.  How  is  it  then  that  the  dividends  are  paid  on  the  industrial 
business  if  by  its  terms  it  is  non-participating  ?  A.  Because  the 
directors  of  the  company  voluntarily  pay  that  dividend  and  have 
for  the  last  eight  years,  they  have  paid  out  about  .$8,000,000. 

Q.  Is  that  pursuant  to  some  rule  or  is  it  a  mere  gift  ?  A.  It 
is  a  gift. 

Q.  Is  it  a  gift  that  is  regulated  by  some  established  principle 
of  the  company?  A.  Only  this,  that  we  endeavor  to  keep  the 
surplus  of  the  company  at  about  10  ])er  cent,  of  its  assets,  and 
that  being  a  mutual  company,  and  having  the  right,  as  we  be- 
lieved, to  employ  the  surplus  that  way,  we  have  given  it  to  the 
industrial  policyholders  in  various  forms. 

THE  CHAIEMAN:  You  said  being  a  mutual  company.  I 
suppose  you  mean  a  stock  company? 
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THE  WITNESS:  Did  I  say  a  mutual  company?  I  beg 
your  pardon,  I  mean  a  stock  company.  We  have  reduced  the 
rate,  we  have  given  these  cash  dividends  every  year.  We  have 
given  them  extended  insurance.  We  have  given  them  mortuary 
dividends.  We  have  in  times  of  fire  and  flood  and  epidemics  very 
much  liberalized  the  policy,  standing  by  our  policyholders  during 
all  those  times  of  trial  and  trouble  and  in  this  way  we  have  used 
withia  the  last  eight  years  about  eight  million  dollars  which  has 
been  a  matter  of  grace  entirely  apart  from  any  obligations  imposed 
by  the  contracts. 

Q.  You  commenced  that  policy  about  1897,  apparently  from 
the  figures  here  ?     A.  Somewhere  thereabouts. 

Q.  In  other  words,  I  find  in  1896  the  dividends  to  policy- 
holders amoimted  to  $500,469,  and  in  1897  to  $517,513.     A.  Yes. 

Q.  And  they  have  remained  in  the  neighborhood  of  five  hun- 
dred or  six  hundred  thousand  dollars  from  that  time  until  19'03, 
and  then  in  1904  they  amounted  to  $876,000.  Those  were  volun- 
tary donations  to  industrial  policyholders?     A.  Absolutely,  sir. 

Q.  But  you  regard  the  surplus  of  your  company  which  is 
figured  here  at  the  end  of  1904  at  $14,835,741.  A.  Of  which 
$2,000,000  is  capital. 

Q.  Of  which  $2,000,000  is  capital,  as  the  property  to  the  ex- 
tent of  the  remainder,  $12,835,741 — the  property  of  the  stock- 
holders with  the  exception  of  some  $30,000  of  insurance  which 
may  be  participating  according  .to  its  terms?     A.  Yes. 

Q.  Can  you  tell  me  approximately  what  amount  of  stock  is 
held  by  the  officers  of  your  company?  A.  I  cannot.  X  can 
ascertain,  Mr.  Hughes,  but  I  don't  know  offhand. 

Q.  We  have  already  had  it  stated A.  I  have  no  knowl- 
edge about  it. 

Q.  But  in  order  that  there  may  be  no  misunderstanding  will 
you  state  who  were  on  your  Finance  Committee?  A.  General 
Thomas  L.  James,  Silas  B.  Dutcher,  and  Joseph  B.  Knapp. 

Q.  I  notice  by  your  annual  report  of  December  31,  1904,  that 
nothing  is  said  as  to  any  collateral  loans  of  your  company.  Did 
you  have  any  at  that  time?     A.  We  did. 

Q.  What  is  it  that  the  collateral  loans  that  were  outstand- 
ing,  the  amount  of  your  assets  represented  as  collateral  loans, 
are  not  stated  in  your  annual  report.  A.  On  the  last  day  of 
the  year  I  sold  and  transferred  those  collateral  loans  for  the  sole 
-  and  only  purpose  of  keeping  away  a  horde  of  applications  for  call 
loans  from  the  Wall  Street  district. 
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Q.  Ho,  you  have  a  horde  of  applications?  A.  We  ha-T«  them 
innumerable.  » 

Q.  Why  don't  you  encourage  them?  A.  Well,  they  are 
tuoublesome  and  unprofitable. 

Qi  Are  not  they  profitable  if  you  can  loan  money  at  the  cur- 
rent market  rate?     A.  Not  when  you  can  do.  better. 

Q.  Well,  you  do  not  discourage-  collateral  loans?  A.  I  ha-\(e 
not  tried,  Mr.  Hughes,  to  cultivate  that  branch  of  the  business. 
It  would  have  required  the  engagement  of  a  competenit  clerk 
familiar  with  that  business,  the  substitution  constantly  of  col- 
lateral which  is  going  on,  the  putting  into  the  ofiice  of  a  ticker, 
which  I  did  not  want  around,  and  I  never  have  cared  to  be 
known  as  a  loaning  company. 

Q.  As  a  matter  of  fact  you  carry  a  large  number  of  collateral 
loans  through  the  year,  don't  you  ?     A.  Within  the  last  few  years 
we  have  carried  quite  a  sum  of  loans  made  principally  to  rail-, 
roads,  but  not  to  stock  houses. 

Q-.  Why  is  it  that  you  carry  the  loans  through  the  year,  close 
them  out  of  December  31st,  and  then  start  them  again  on  January 
2d.,  of  the  next  year.  A.  Just  for  the  reason  I  have  given  you-,,  so 
as  not  to  —  our  reports  are  in  the  offices  of  all;  the  bankers  and 
brokers  down  town.  They  call  to  me  on  the  telephone  and  ask  if 
T  will  loan  them  a  million  dollars  or  $500,000  or  some  other  sum 
and  I  tell  them  that  it  is  not  our  practice  to  m.ake  Wall  Street 
loans. 

Q.  What  is  the  objection,  I  do  not  understand  it,  if  you  can 
loan  your  money  profitably?  A.  I  can  do  better  with  the 
money  buying  bonds  and  stocks  and  by  putting  it  out  on  mortgages. 

Q'.  You  yourself  have  been  a  borrower  from  youx  company? 
A.  Once  in  thirty-five  years,  that  is  one  series  of  loans  during 
1903  and  1904;  I  think  they  ran  a  little  over  a  year. 

Q.  I  notice  here  in  1904  —  I  am  referring  to  the  sheet  of  col- 
lateral loans  furnished  by  your  company  under  date  of  January 
2-,,  1904,  a  loan  of  forty  thousand  dollars,  under  date  of  February 
2d,  a  loan  of  ten  thousand  dollars,  under  date  of  March  7th  a 
loan  of  ten  thousand  dollars,  and  under  date  of  September  7iih, 
a  loan  of  twenty-two  thousand  dollars.  Were  those  loans  all 
obtained  by  you  from  the  company?     A.  I  don't  think  they  were. 

Qi  At  one  and  a  half  per  cent,  interest?  A.  Yes,  all  on  charge 
collateral;  and  have  been  all  since  discharged. 

Q.  That  loan  of  forty  thousand  dollars  on  January  2,  1904,  was 
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really  a  loan  which  had  been  made  in  1903,  had  it  not?     A.  Pos- 
sibly. 

Q.  If  you  will  looik  at  the  list  of  loans  of  July  28,  1903,  J.  E. 
Hegemjfn,  one  and  a  haK  per  cent,  thirty  thousand  dollars,  August 
5,  1903,  one  and  a  half  per  cent.,  ten  thousand  dollars,  that  is  forty 
thousand  dollars  isn't  it?     A.  Yes. 

Q.  That  appears  to  have  been  paid  off  on  December  31,  1903, 
and  on  January  2,  1904,  a  loan  of  forty  thousand  dollars  at  the 
same  rate  again  appears?     A.  Yes. 

Q.  What  was  the  reason  for  paying  it  off  on  December  31st, 
and  borrowing  it  again  on  January  2d?  A..  It  was  brought  in  as 
well  as  all  the  other  loans  and  sold  at  the  end  of  December  for  the 
reason  I  have  stated. 

Q.  To  whom  was  it  sold?     A.  Sold  to  Vermilye  &  Company. 

Q.  Was  it  bought  back  again  on  January  2d?     A.  Yes,  it  was. 

Q.  What  was  the  reason  of  selling  it  out  on  December  31st 
and  buying  them  back?  A.  The  reason  I  stated,  to  keep  the  com- 
pany from  further  applications  for  Wall  Street  loans. 

Q.  Wouldn't  it  be  better  to  loan  on  Wall  Street  than  to  an 
officer  at  one  and  one-half  per  cent.  ?     A.    Not  if  that  was  the  rate. 

Q.  Would  you  say  that  this  rate  of  interest  was  not  changed 
during  the  period  of  the  loan?     A.  It  was  not. 

Q.  Was  the  market  rate  of  money  one  and  a  half  per  cent,  from 
July  28,  1903,  to  December  30,  1904?  A.  It  was  lower  part  of 
the  time. 

Q.  Wasn't  it  higher  most  of  the  time?     A.    Cannot  say 

Q.  Wasn't  it  higher  a  very  large  part  of  the  time?  A.  I  can- 
not say. 

Q.  What  led  you  to  borrow  money  from  the  Metropolitan  Life 
Insurance  Company  at  that  low  rate  of  interest?  A.  As  I  wanted 
the  money  and  consulted  with  one  of  the  members  of  the  Finance 
Committee. 

Q.  Who  was  that?     A-  Mr.  Dutcher. 

Q.  Mr.  Dutcher  himself  had  loans  from  the  Metropolitan,  did 
he  not?     A.  He  did. 

Q.  And  for  how  long  a  time  had  he  the  loans  ?  A.  I  think  they 
had  been  running  for  several  years. 

Q.  And  in  what  amount  ?  A.  The  schedule  shows ;  I  do  not  re- 
member. 

Q.  I  notice  here  in  1902,  January  2,  1902,  S.  B.  Dutcher, 
$78,500;  January  20,  1902,  $20,000;  June  18,  1902,  $25,000; 
November  10,  1902,  $3,000,  all  at  two  per  cent  interest.     Now, 
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it  appears  that  the  $78,500  loan  was  paid  on  December  30,  1902, 
and  then  on  January  2,  1903,  we  find  here,  S.  B.  Dnteher,  two 
per  cent,  $90,500;  at  the  end  of  the  year  that  that  $90^500  ap- 
peared to  have  be€n  paid  on  January  20,  and  on  January  7,  1904. 

THE  CHAIRMAN :  You  mean  that  loan  was  paid  ©n  January 
20th. 

MR.  HUGHES :  That  is  the  way  it  appears  here  —  no.  Janu- 
ary 20th,  $4,000  was  paid,  and  March  26th,  $1,500;  April  6th, 
$8,500,  and  December  31st,  $86,500;  then  $86,500  having  been 
paid  on  December  31,  1903,  on  January  2,  1904,  there  is  another 
loan  to  S.  B.  Dutcher  of  $86,500. 

A.  That  was  the  aggregate  of  the  loan. 

Q.  That  is  put  in  one  item  here ;  there  are  some  others  ?  A.  Ag- 
gregate of  all  the  previous  loans. 

Q.  The  amount  outstanding  at  that  time?    A-  Yes. 

Q.  There  was  some  other  made  following  January  2d,  but  tak- 
ing the  $86,500,  it  had  been  standing  for  some  time,  had  it?  A. 
As  the  record  shows ;  I  don't  know  from  memory. 

Q.  It  ran  during  the  year  1904  for  that  amount?  A.  I  think 
it  did. 

Q.  At  two  per  cent  interest?     A.  Yes. 

Q.  ISTow,  that  amount,  $86,500,  at  the  end  of  1903,  was  closed 
with  other  loans  by  yourself  to  Vermilye  &  Company  and  then 
bought  back  on  January  2,  1904  —  was  that  for  the  same  reason 
to  prevent  your  being  crowded  with  applications  for  loans  from 
Wall  Street  ?  A.  For  no  other  reason  in  the  v^orld.  I  might  say, 
Mr.  Hughes,  that  Mr.  Dutcher  has  been  an  exceedingly  valuable 
auxiliary  of  the  company ;  he  has  been  a  director  for  nearly  thirty 
years;  he  is  an  experienced  banker,  and  cautious  counsellor,  has  a 
wide  acquaintance  throughout  the  country,  and  is  a  very  effective 
speaker  upon  his  feet.  One  of  the  secrets  of  success  of  the  Metro- 
politan, and  it  is  generally  conceded  that  it  has  been  a  remarkably 
successful  company,  has  been  the  enthusiasm  which  has  been  main- 
tained among  its  field  force,  of  which  it  has  about  fifteen  thousand 
men.  That  enthusiasm  has  been  sustained  by  constant  contact  with 
the  ofiicers  of  the  company  and  that  contact  has  come  about  through 
conventions  which  we  hold  all  over  the  United  States  and  Canada, 
constantly,  where  we  meet  men  from  a  hundred  to  a  thousand  at  a 
time.  We  tell  them  what  our  plans  are,  we  explain  anything  new 
that  we  have  adopted,  any  new  rates,  go  into  all  the  affairs  of  the 
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company  that  would  bear  upon  their  being  more  effective  in  busi- 
ness, and  at  all  these  conferences  held  in  this  neighborhood  — 
Brooklyn,  New  York,  Newark,  Trenton,  ISTew  Haven,  Albany, 
wherever  we  have  needed  the  services,  of  Mr.  Dutcher  we  have  sent 
for  him  and  asked  him  to  go,  and  he  has  gone,  times  without  num- 
ber, a  great  many  times  during  a  year ;  and,  being  the  oldest  direc- 
tor, oldest  in  point  of  years  and  oldest  in  point  of  service,  his  word 
has  carried  weight ;  he  has  spoken  as  with  authority,  he  has  done 
us  a  great  deal  of  good  and  we  have  always  felt  that  whenever  the 
opportunity  came  by  which  we  could  reciprocate,  it  was  simply 
decent  as  between  man  and  man  that  we  should  recognize  the  ser- 
vices he  had  rendered.  We  never  paid  him  compensation  for  this 
work. 

Q.  He  had  no  salary.  A.  No  salary  whatever,  and  never  had; 
he  simply  got  the  fees  any  other  director  would  get  or  any  other 
member  of  a  committee,  and  I  have  often  thought,  and  so  have 
the  officers,  that  a  fair,  reasonable  treatment  of  Mr.  Dutcher 
would  have  been  to  have  given  him  a  fair  and  reasonable  salary, 
but  we  never  broached  or  intimated  the  subject  to  him,  because 
we  know  it  would  be  offensive.  He  has  not  been  paid  for  any- 
thing of  this  kind  that  he  has  ever  done;  he  has  been  ready  to  go 
where  we  wanted  him  to  and  do  any  work  in  these  conventions 
that  VKas  in  his  purview,  and  as  I  say  we  have  come  to  appreciate 
him;  I  did  not  think  there  was  any  law  compelling  a  man  to  say 
thank  you  that  would  restrain  a  corporation  from  so  doing,  and 
if  a  man  had  a  favor  done  to  him  that  he  wanted  to  reciprocate,  a 
corporation  might  feel  the  same  spirit,  and  when  the  opportunity 
came  for  us  to  favor  him  as  perhaps  in  this  case,  it  was  simply 
the  suggestion  of  reasonableness.  He  always  told  us  to  charge 
him  on  the  loan  anything  we  chose;  his  collateral  notes  were 
left  blank  so  that  we  could  fill  in  anything  we  liked. 

Q.  Why  didn't  you  give  him  1%  per  cent.?  A.  Because  I 
fixed  it  two.     That  is  the  only  reason  I  can  give. 

Q.  That  means  there  is  no  reason  at  all?  A.  I  thought  two 
was  a  fair  thing  under  the  circumstances. 

Q.  Why  didn't  you  give  him  as  good  a  rate  as  you  had  your- 
self in  view  of  his  services  to  the  company?  A.  I  could  hardly 
answer  that  question.  It  made  no  difference,  I  might  say,  it 
would  make  no  difference  to  any  stockholder  or  policyholder  or 
to  any  other  interest  if  his  loan,  being  amply  secured  as  it  always 
was  —  we  had  given  the  money  for  nothing. 
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Q.  What  led  you  to  make  Mr.  John  A.  McOall  a  loan  at  1^/^ 
per  cent.  ?  A.  Very  much  the  same  reason.  Mr.  McCall  and  I 
entered  the  business  together  in  1870,  35  years  ago,  and  we  have 
known  each  other  all  that  tinje.  I  have  been  in  consultation  with 
him,  I  think  I  may  safely  say,  on  an  average  every  week  since 
then  —  not  every  week  one  following  the  other,  but  as  often  as" 
once  a  week  take  the  year  through,  and  sometimes  oftener.  There 
were  various  matters  of  common  interest  that  came  up  between 
the  officers  of  the  company  when  consultations  are  very  valuable. 
He  was  a  man  of  large  experience.  I  consulted  him  as  business 
men  and  professional  men  consult  each  other,  frequently  on  mat- 
ters of  common  interest.  We,  of  course,  never  paid  him  for  any- 
thing—  never  could.  I  have  in  mind  now  an  instance,  not  so 
very  long  ago,  where,  as  president  of  the  company,  I  was  asked 
to  prepare  a  paper  on  a  certain  form  of  insurance  for  a  body  of 
insurance  superintendents.  In  the  preparation  of  that  paper  I 
had  to  find  out  certain  facts  from  really  every  civilized  country 
on  the  globe.  We  had  no  facilities  for  it  because  we  were  only 
doing  business  in  the  United  States  and  Canada.  Mr.  McCall 
took  hold  with  me  personally,  and  by  correspondence  and  the  use 
of  his  men,  men  of  his  company,  we  got  the  facts  we  wanted  from 
forty-seven  different  countries,  and  the  paper  was  made  up  quite 
perfect.  Now,  that  and  other  matters  are  along  the  lines  in  which 
he  has  always  shown  a  willingness  to  relieve  us.  On  the  other 
side,  I  have  perhaps  acted  in  the  same  spirit  towards  him,  and  he 
has  been  kind  enough  to  say  I  was  helpful  to  him. 

Q.  You  are  now  referring  to  your  loan  to  the  New  York  Life 
when  you  speak  of  the  other  side?  A.  I  was  referring  to  general 
mutual  consultation  one  way  and  the  other.  I  mean  to  say  that 
all  through  these  years  he  has  been  a  very  faithful  friend.  I  have 
talked  with  him;  he  is  the  closest  insurance  friend  outside  of  the 
estimable  gentlemen  who  are  now  my  associate  officers,  and  I 
think  when  the  opportunity  came  it  was  only  a  fair  and  proper 
thing  to  show  some  spirit  of  appreciation.  I  talked  informally 
with  my  people  at  the  time  the.  loan  was. made  and  they  said  I 
would  be  justified  in  fixing  that  rate. 

His  collateral  note  was  also  good;  he  told  me  time  and  again 
to  make  the  rate  anything  I  chose.  I  spoke  about  it  to  him  last 
June  and  he  said,  make  it  four  per  cent.,  five  per  cent.,  anything 
you  like.  I  said,  suppose  we  make  it  two  and  a  half.  He  said 
not  to  place  any  restrictions — "  make  it  what  you  please."     As  I 
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say,  this  would  have  involved  no  loss  to  stockholders  or  policy- 
holders, or  any  -other  interest  connected  with  the  cbitipany,  his 
collateral  always  being  choice;  we  could  well  afford  to  give  him 
this  money  for  nothing,  that  is  if  it  had  been  an  individual  I 
would  have  felt  for  the  service  we  would  have  been  amply  justified 
in  paying  him  dozens  of  times  over. 

Q.  You  felt  in  a  position  that  you  could  act  in  the  matter  as 
thoiigh  you  were  an  individual?  A.  I  won't  say  that,  because 
I  do  not  say  that.  I  draw  a  difference  between  my  own  affairs 
and  those  of  other  people,  but  if  I  owned  the  Metropolitan  life 
Insurance  Company  and  it  was  in  your  administration  and  I 
owned  the  whole  of  that  I  would  confirm  what  you  did  and  say 
that  you  did  just  right. 

Q.  Because  you  had  received  a  conspicuous  service?  A.  The 
company  had  received  it.  So  that  this  rate  of  interest  in  his  case 
as  well  as  in  Mr.  Dutcher's  case  was  really  a  way  of  showing  the 
appreciation  of  the  company  and  a  recognition  of  the  services 
which  he  had  rendered  and  nothing  more  or  less. 

Q.  Was  the  same  thing  true  of  you  in  your  relations  to  the 
New  York  Life  and  the  rate  of  interest  allowed  upon  your  loan 
obtained  from  that  company?  A.  That  was  fixed  by  Mr.  Gibbs; 
he  was  then  the  treasurer.  I  sent  him  down  word  I  would  like 
fifty  thousand  dollars  and  I  sent  him  as  fine  collateral  as  I  had, 
or  anybody  could  have  had.  He  fixed  the  rate  at  two  and  a  half 
per  cent. 

Q.  You  left  the  collateral  note  blank?  A.  I  left  collateral 
note  blank. 

Leaving  it  to  him  to  fix  the  interest?  A.  I  did;  he  fixed  it  one 
and  a  half.  "^ 

Q.  You  did  not  care  whether  it  was  IJ  or  4?  A.  I  did  not 
really.  Accordingly  it  ran  that  way  until  I  think  he  died  and 
T  spoke  to  Mr.  Kandall,  his  successor,  and  he  says  we  had  better 
increase  that  rate.  I  said  "  Perhaps  you  had."  It  was  made  4 
per  cent. 

When  was  that  ?     A.  Can  I  look  at  a  paper  I  have  in  my 

pocket  ? 

Q.  Certainly.     A.  It  was  October,  1902. 

Q.  How  long  did  it  remain  at  4  per  cent.?  A.  Until  1904, 
and  then  from  March,  1904,  until  October,  1905,  it  ran  at  21/2  per 
cent.;  that  was  also  at  their  suggestion;  so  that  the  loan  over  its 
whole  course  would  average  nearer  2^  per  cent,  than  1^. 


1T84  Legislative  Insurance  Inveyligation. 

Q.  TKose  are  the  amounts  you  have  actually  paid  ?  A.  No,  I 
never  fixed  the  rate. 

Q.  "Who  is  George  P.  Sheldon?  A.  George  P.  Sheldon  is 
presideiit  of  the  Phoenix  Insurance  Company. 

Q.  Who  in  the  United  States  Electric  Company?  A.  That 
is  a  trolley  company  in  Ohio. 

Q.  Are  you  interested  in  that  ?     A.  Not  in  the  least. 

Q.  Who  is  Warren  S.  Crane  ?  A.  Warren  S.  Crane  is  in  the 
tieasurer's  office  of  the  Harlem  Railroad  Company, 

Q.  Who  is  John  A.  Hiltern  ?  A.  John  A.  Hiltern  was  during 
his  lifetime  cashier  of  the  Shoe  &  Leather  Bank. 

Q.'  When  did  he  die?    A.  Some  time  within  a  year. 

Q.  And  J.  T.  Moran?  A.  J.  T.  Moran  is  a  New  Haven 
lawyer. 

Q.  I  find  in  these  cases  that  I  have  mentioned  that  loans  are 
paid  off  at  the  end  of  each  year  and  renewed  at  the  beginning 
of  the  next  year  and  apparently  those  loans  have  been  running 
since  1897,  a  period  of  about  eight  years.  Do  you  recall  that 
at  all  in  several  of  those  cases  ?  A.  I  believe  in  the  accuracy  of 
the  report  which  I  made  to  you.  Taking  it  from  memory  I  can- 
not testify. 

Q.  Does  that  refresh  your  memory  at  all?  (showing  report). 
A.  The  question  that  you  ask  of  me  is  based  upon  this  schedule. 

Q.  Yes.     A.  Then  I  would  say  it  is  true. 

Q.  I  want  to  get  at  the  reason  for  that,  the  continuance  of 
a  series  of  loans  for  a  period  of  years?  A.  Why,  they  run  so 
long? 

Q.  Yes.  Any  special  reason?  A.  No,  except  they  were  not 
paid  and  we  did  not  recall  them. 

Q.  Did  you  know  that  loans  had  run  a  long  time  in  that 
way?    A.  Yes. 

Q.  There  is  no  scheme  in  it  at  all?    A.  None. 

Q.  And  in  these  cases  as  in  the  others  the  entire  amount  is 
transferred  to  Vermilye  &  Company  at  the  end  of  the  year,  and 
taken  back  by  your  company  at  the  beginning  of  the  year  so 
that  when  you  close  your  books  on  December  31,  1904,  you  have 
no  loans  at  all?     A.  No,  sir. 

Q.  Did  you  have  an  agreement  with  Vermilye  &  Company  by 
which  you  took  those  loans  back  on  January  2d,  of  the  following 
J  ear  after  they  had  been  transferred?  A.  Sometimes  I  have  and 
some  times  i  I  have  not. 
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Q.  Have  you  an  understanding  to  that  effect?  A.  In  my 
mind,  yes. 

Q.  Yoii  don't  know  what  is  in  Vermilye  &  Company's  mind? 
A.  ISTo.  I  assume  when  I  put  these  bundles  down  and  say  "  You 
Miay  give  me  $500,000  for  this  "  perhaps  they  would  know  I  was 
going  to  repay  that  in  January.     They  knew  the  reason  I  did  it. 

Adjourned  to  10.00  A.  M.  to-morrow  morning,  October  23, 
11)05. 


AIDEKMAOTC  CHAMBER, 

City  Hall,  New  Yoek  City. 

October  25,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

EMOEY  McGLINTOCK,  being  recalled,  testified  as  follows: 

BY  MR.  McKEEN: 

Q.  In  your  examination,  Mr.  McClintock,  yesterday,  I  put 
several  questions  to  you  on  the  subject  of  a  form  of  contract 
which  you  called  a  double  policy,  a  form  of  insurance  which  pre- 
vails to  some  extent,  whereby  there  is  term  insurance  for  the 
first  year  with  the  option  to  renew  for  subsequent  years.  I  find 
your  testimony  has  been  construed  as  being  to  the  effect  that  that 
practice  is  generally  the  one  adopted  by  companies  doing  busi- 
ness in  this  State,  and  it  has  been  stated  among  .others  the  Mu^ 
tual  Life  and  Equitable  and  the  New  York  Life  write' their  policies 
in  that  form.  What  is  the  truth  about  that  ?  A.  What  I  stated 
was  that  a  majority  of  the  companies  in  number  but  not  in  amount 
of  insurance  in  the  United  States  now  practice  that  system,  but 
not  the  majority  of  the  companies  doing  business  in  New  York, 
and  I  said  nothing  whatever  about  the  companies  incorporated 
by  the  State  of  New  York  the  great  majority  of  whom  do  not 
use  that  system,  and  the  three  companies  that  you  mention  in 
particular  do  not  use  it.  In  this  connection,  before  I  gO  further, 
I  should  like  to  correct  a  little  slip  of  the  tongue  yesterday  in 
which  I  said  that  at  present  Mr.  Dawson  was  the  .only  actuary 
in  this  company 

Q.  In  this  country  you  mean?  A.  In  this  country  —  ivho  is 
a  Eellow  in  the  Institute  of  Actuaries.  Now,  I  should  have  said 
the  only  actuary  born  in  this  country.  There  are  several  such 
actuaries  practising  in  the  country  who  were  Fellows  of  the  In- 
stitute before  they  came  over.     And  if  I  may  be  allowed  to  cor- 
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rfict  an  ei-ror  which  has  appeared  in  one  or  two  papers,  I  beg  to 
state  I  did  not  complain  of  vertigo  yesterday  morning,  a  state- 
ment which  has  caused  me  to  receive  several  telegrams  from 
friends  in  other  parts  of  the  country  inquiring  about  my  health. 

Q.  At  the  close  of  your  testimony  yesterday  we  had  entered 
upon  the  interesting  subject  of  dividends  upon  the  various  classes 
of  policies  in  which  you  explain  the  apparent  falling  off  in  divi- 
dends, particularly  in  the  class  of  policy  where  the  whole  pre- 
miums had  been  paid.  That  subject  we  will  recur  to  later  and 
perhaps  ask  such  explanations  as  you  can  make  of  the  great  num- 
ber of  complaints  that  have  reached  the  Committee  on  that  sub- 
ject. But,  passing  it  for  the  moment,  it  occurs  to  me  to  go  on 
with  the  subject  of  deferred  dividends.  You  had  explained  what 
the  old  tontine  system  was  that  the  Mutual  Life  had  written  very 
few  policies  at  one  time  of  that  character  and  then  abandoned 
that  method  and  that  they  had  entered  upon  the  custom  of  writ- 
ing what  are  known  as  deferred  dividend  policies.  Perhaps  the 
best  way  of  illustrating  your  views  upon  the  subject  will  be  to 
call  your  attention  to  arguments  against  it  which  are  in  evidence 
here  embodied  in  the  report  of  what  is  known  as  the  Erick  Com- 
mittee of  the  Equitable.  That  report  was  put  in  evidence  but 
was  not  read  into  the  record  and  I  will  read  as  part  of  the  ques- 
tion to  you  some  of  the  statements  on  that  subject  in  the  Frick 
report.  At  the  outset  of  the  discussion  of  the  subject  the  Frick 
Committee  used  this  language :  "  The  Equitable,  in  common  with 
several  others  of  the  larger  companies,  issues  the  greater  portion  of 
its  policies  on  the  deferred  distribution  period  plan.  Under  this 
system  the  excess  portion  of  the  premium  is  not  returned  to  the 
policyholder  annually,  but  is  retained  by  the  society  for  various 
stipulated  periods  of  years,  usually  twenty  years,  and  the  accumu- 
lation then  paid  in  one  sum.  The  advantage  which  is  held  up  to 
the  policyholder  under  this  system  is  that  he  eventually  receives 
not  only  all  the  annual  accretions  of  his  own  policy  but  shares  in 
those  which  were  earned  by  the  policies  of  those  who  are  unable 
to  continue  them  to  the  end  of  the  stipulated  term.  The  question 
as  to  the  ethics  of  extending  the  hope  of  one  policyholder  that  his 
prosperity  will  be  increased  through  the  misfortune  of  another 
policyholder,  is  purely  academic  and  need  not  be  discussed  here, 
as  each  policyholder  understood  the  conditions  and  accepted  them 
with  the  hope  that  he  would  be  in  the  fortunate  class,  he  would 
seemingly  be  estopped  from  complaint  if  events  forced  him  into 
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the  unfortunate  class;  but  entirely  aside  from  this  question  as 
between  the  individual  policyholders  there  can  be  no  doubt  con- 
cerning the  at  least  potential  evil  vs^hich  this  system  of  deferred 
distribution  possesses.  When  annual  dividends  are  paid  the 
policyholders  as  an  immediate  and  yearly  recurring  check  upon  the 
operations  of  the  company ;  he  is  enabled  and  is  quite  apt  to  com- 
pare his  results  with  those  of  his  acquaintances  insured  in  other 
companies ;  extravagance  in  management  and  errors  in  investment 
are  at  once  reflected  in  decreased  dividends  or  impaired  surplus. 
On  the  other  hand  the  holder  of  a  twenty  year  distribution  period 
policy  has  no  knowledge  whatever  concerning  the  earnings  of  his 
policy  until  the  expiration  of  the  twenty  years.  He  cannot  make 
comparisons  with  the  results  in  other  companies  because  he  does 
not  know  the  results  in  his  own,  and  he  entertains  a  hope  for  nine- 
teen years  and  if  dissatisfied  with  the  realization  at  the  end  of 
twenty  years  it  is  futile  for  him  to  object,  the  incident  is  closed. 
These  conditions  I  mentioned  for  this  purpose  to  illustrate  the 
possibility  of  the  deferred  distribution  policy  leading  the  society 
into  a  generally  like  method  of  handling  its  business.  The  annual 
dividend  company  is  held  to  accountability  every  year.  The 
deferred  •  dividend  company  is  never  held  to  accountability  by 
the  whole  body  of  its  policyholders  and  is  so  held  by  its  individual 
-policyholders  only  when  their  opportunity  for  action  has  passed. 
This  absence  of  accountability  makes  possible  the  pursuit  of 
rapidity  of  growth  at  undue  cost,  because  the  effect  of  that  cost  is 
not  felt  by  the  policyholder  until  as  said  before  it  is  too  late  for 
his  availing  protest.  Another  embarrassing  outgrowth  from  the 
deferred  dividend  system  is  the  popular  misapprehension  of  the 
so-called  "  surplus."  May  I  ask  you  to  state  whether  you  concur 
in  the  views  expressed  by  the  Frick  Committee?  And  if  you 
do  not  concur  why  you  disagree  with  their  views  of  this  subject  ? 
A.  You  have  practically  brought  out  three  arguments  against 
the  system.  I  don't  know  whether  there  are  more  to  come 
or  whether  that  represents  all  the  arguments  presented  by 
the  Committee,  but  as  regards  those  three  arguments  the  first 
argument  is  the  one  which  they  pass  over,  namely  the  matter 
of  equity  between  policyholders.  Now,  inasmuch  as  a  policy- 
holder perfectly  understands  before  he  goes  in,  and  further, 
those  who  died  get  much  more  than  they  paid  in,  and  while 
those  who  discontinue  their  premiums  after  making  that  agree- 
ment are  in  the  light  of  defaulters  so  to  speak  to  their  agree- 
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ment  which  was  by  inference  to  continue  the  payment,  there 
does  not  appear  to  be  any  real  element  of  objection  morally  to 
the  system,  as  it  has  been  practiced  sine©  the  forfeiture  ele- 
ment has  been  eliminated — the  forfeiture  of  the  policy.  These 
policies  according  to  present  practice  all  have  their  full  surren- 
der value  the  same  as  any  other  policy,  sometimes  more.  The 
second  argument  relates  to  accountability.  As  to  that  the  argu- 
ment has  considerable  force  in  theory  and  in  practice  more  or  less 
according  to  the  management  of  different  companies.  But  it  has 
always  appeared  to  me  possible  to  obviate  that  difficulty  by  simply 
asking'  of  each  company  the  total  amount  of  premiums  received  by 
it  on  that  class  of  policies  which  have  not  yet  received  a  dividend. 
I  estimate  the  amount  of  premiums  received  by  the  Mutual  Life  on 
which  there  has  been  no  dividends  as  yet  calculated — ^premiums 
coming  from  that  class  of  policies  either  under  five  year  plan,  pre- 
miums received  during  the  past  five  years,  on  the  ten  year  plan, 
premiums  received  during  the  ten  years  and  so  on;^since  the 
ajnount  of  those  premiums  on  which  no  dividend  has  yet  been 
declared  up  to  the  end  of  1904  to  have  come  to  about  three  hun- 
dred and  twenty-two  millions  of  dollars.  ISTow,  if  the  Commis- 
sioners had  asked  such  a  question  at  any  time  the  answer  would 
cheerfully  have  been  given  so  that  policyholders  could  see  that  a 
suificient  reservation  was  made  by  the  company  against  those 
premiums  of  which  the  earnings  had  not  yet  been  returned,  so  far 
as  the  surplus  was  concerned.  Then  while  the  policyholder  would 
not  be  in  the  position  of  comparing  his  annual  dividends  with  the 
annual  dividends  of  any  other  person  in  the  company  or  some 
other  company,  he  would  at  least  and  the  Commissioners  and  in- 
surance men  generally  would  have  before  them  the  amount  of 
premiums  on  which  no  dividends  had  been  paid  together  with  the 
amount  which  the  company  held  in  one  form  or  another  towards 
the  dividends  on  those  premiums,  and  would  be  able  to  make  such 
comparison  as  would  be  just  under  the  circumstances  of  these  com- 
panies; because  of  course  the  terms  of  different  companies  do 
differ,  and  to  that  extent  it  has  appeared  to  me  as  a  simple  partial 
offset,  that  the  objection  raised  as  regards  the  accountability  might 
be  overcome.  There  are  of  course  advantages  of  the  system  to  be 
mentioned  which  have  to  be  considered  when  you  consider  the  ob- 
jections. I  have  admitted  that  objection  which  I  think  might  at 
least  be  partially  overcome  without  difficulty  and  there  are  various 
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other  things  which  I  presume  you  will  question  me  ahout  subse- 
quently. 

Q.  Yes.  A.  Now,  the  third  objection  which  was  dismissed  in 
a  word  or  two  at  the  close  of  your  quotation  —  what  was  that? 

Q.  That  was  that  "  That  the  embarrassing  outgrowth  of  the 
deferred  dividend  system  is  the  popular  misapprehension  of  the 
so-called  surplus  "  ?  A.  That  applies  chiefly  to  the  Equitable. 
For  ten  years  more  or  less  the  other  two  large  companies  and  for 
a  shorter  period  most  of  the  other  companies  have  disused  the 
word  surplus  in  connection  with  the  accumulations  reserved  for 
future  distribution  and  for  contingencies.  There  is  no  doubt  in 
my  mi^d  that  the  continued  use  of  the  word  surplus  by  the  Equi- 
table has  been  of  immense  detriment  to  that  company  and  to  the 
cause  of  life  insurance  throughout  the  country  exactly  in  the  way 
which  is  mentioned  by  the  report. 

Q.  Well,  as  part  of  this  subject  and  before  coming  to  the  ques- 
tion as  to  the  affirmative  arguments  in  favor  of  the  deferred  divi- 
dend plan,  will  you  not  a  little  more  fully  explain  why  you  say 
that  the  use  of  the  word  "  surplus  "  is  erroneous  and  why  the  use 
of  that  word  has  been  discarded  by  your  company  and  some  of  the 
other  large  companies  ?  A.  It  is  on  account  of  the  fact  that  the 
word  surplus  is  extremely  ambiguous.  It  is  customarily  understood 
to  be  the  amount  available  for  immediate  division.  -  Now,  every 
company  and  every  individual,  necessarily,  every  time  he  takes 
account  of  stocik  and  makes  his  balance  sheet,  decides  how  much 
he  will  leave  in  the  business  and  how  much  he  will  draw  out  as 
profit.  The  company  decides  how  much  shall  be  reserved  and 
how  much  shall  be  distributed  as  profit  to  the  stockholders.  In 
the  same  way,  the  Mutual  Life  Company  decides,  at  each  account- 
ing, which  takes  place  every  year,  how  much  shall  be  reserved  and 
how  much  shall  be  immediately  divided.  The  commissioners  have 
ne\er  clearly  required  this  information  in  their  blanks  on  which 
the  annual  statement  to  the  State  Departments  are  made  out. 
They  have,  more  or  less,  until  recent  years,  incited  and  at  one 
time  compelled  the  companies  to  report  the  amount  reserved  as 
surplus.  That  requirement  was  last  insisted  upon  some  five  yeari 
ago  by  the  Connecticut  Department,  which  took  the  ground  that 
anything  reserved  beyond  the  legal  reserve  and  immediate  liabil- 
ities for  death  losses  and  such  things  must  be  regarded  and  stated 
as  surplus,  whether  it  was  reserved  for  division  or  divided.     Now, 
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in  the  course  of  business  of  tiie  various  companies,  and  with  the 
ordinary  previous  understanding  of  insurance  men,  that  that 
■word  snrplus  might  be  applied  both  ways,  nevertjieless  it  has  been 
a  growing  feeling  that  the  use  of  the  word  surplus  for  any  other 
purpose  than  to  indicate  the  amount  which  is  going  to  be  divided 
at  once,  leads  to  a  misunderstanding  on  the  part  of  the  policy- 
holders and  of  the  public  and  the  legislatures.  It  looks  as  if  it 
was  something  that  was  there  to  play  with,  whereas  it  is  a  genuine 
necessary  reservation.  There  is  no  company  in  the  country  in 
my  judgment  that  reserves  one  dollar  from  immediate  division 
more  than  it  should  and  I  think  that  it  would  puzzle  anybody  if 
he  happened  to  disagree  with  me,  to  find  and  name  any  company 
which  does  withhold  from  immediate  division  more  than  it  ought 
to  withhold.  Now,  those  amounts  withheld  from  immediate  di- 
vision, if  described  as  surplus,  immediately  result  in  questions 
raised  here  and  there  why  they  do  not  divide  them.  If  it  is 
described  as  a  reserve,  then  the  question  comes  up,  why  did  you 
reserve  it,  which  is  a  different  question. 

Q.  What  are  the  considerations  which  dictate  the  amount  of 
that  reservation  ?  A.  The  considerations  which  dictate  the  amount 
of  the  reservation  vary  in  different  companies,  but  in  general  it 
may  be  said  that  the  amount  or  amounts  so  reserved — ^because,  of 
course,  it  is  possible  to  state  it  in  se\eral  different  sum's — the 
amount  or  amounts  reserved  for  division,  consist  either  of  funds 
which  ought  not  to  be  divided  to  policyholders  who  are  goifig  to 
participate  in  the  immediate  division,  but  ought  to  be  reserved 
for  future  division,  and  also  of  a  certain  margin  depending  on 
the  judgment  of  the  management  at  the  time,  as  against  fluctua- 
tions in  values  of  securities,  and  possibly  if  the  rate  of  interest 
went  much  lower  against  a  fall  in  the  rate  of  interfest,  although 
at  present  I  think  no  company  pays  particular  attention  to  the 
rate  of  interest  below  the  amount  necessary  for  the  reserve. 

The  chairman  yesterday  asked  me  a  question  at  the  very  last, 
what  would  happen  to  the  dividends  on  these  paid-up  policies,  the 
particular  class  which  gets  dividends  only  for  interest,  if  the  rate 
of  interest  should  fall  below  the  rate  necessary  for  the  reserve. 
Now,  that  is  not  a  contingency  which  I  regard  as  at  all  probable 
for  the  present,  or  even  for  the  future.  At  present  I  consider  the 
rate  of  interest  is  more  likely  to  go  up  than  go  down.  It  may 
not  go  up  very  far,  but  it  has  been  practically  stationary  for  several 
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years,  and  e^ery  sign  indicates  to  my  judgment  that  there  will  be 
a  rise  rather  than  a  fall. 

And,  then,  &^  regards  the  distant  future,  it  will  be  re- 
membered, that  the  policies  as  to  which  the  rate  is  increased 
to  four  per  cent.,  are  all  the  time  running  out  and  in  the  Mutual 
Life  policies  issued  since  1897  all  carry  a  reserve  on  the  three 
and  f-ne-half  per  cent  basis.  Now,  those  policies  already  amount 
to  a  majority  of  the  insurance  in  force  in  the  company  and  the 
other  policies  on  which  four  per  cent  has  been  declared  will  be 
running  out  year  after  year,  so  that  by  the  time,  if  it  evsr 
comes,  which  I  doubt,  that  the  companies  cannot  realize  fout"  per 
cent  on  their  investments,  the  Mutual  Life  and  other  companies 
which  naturally,  under  the  laws,  do  substantially  the  same  thing, 
will  have  the  bulk  of  their  business  holding  a  three  and  one-half 
per  cent  reserve,  for  which  they  can  readily  realize. 

Now,  the  prospect  of  obtaining  four  per  cent  I  regard  as  good, 
because  my  belief  is  that  the  British  companies  have  on  the  whole 
■with  occasional  slight  fluctuations,  practically  been  able  to 
realize  four  per  cent  ever  since  their  foundation.  And  yet  we 
know  that  the  rate  of  interest  in  Great  Britain  has  fallen  con- 
siderably below  four  per  cent  on  the  best  securities,  that  is  to 
say,  on  national  bonds  and  that  sort  of  thing.  But  by  investing 
in  securities  which  are  thoroughly  good,  without  being  of  that 
peculiar  class  which  is  confined  to  trustees,  by  law,  the  companies 
in  Great  Britain  have  been  able  to  earn  their  four  per  cent,  and 
the  companies  in  this  country  have  been  able  to  earn  a  little  more 
than  four  per  cent 

Q.  Recurring  to  the  deferred  dividends  policy,  you  stated 
that  now  the  old  tontine  method  has  been  so  far  modified  that 
the  policies  of  this  class,  that  is  the  deferred  dividends  policy, 
that  receive  a  surrender  value,  is  not  forfeiture  in  that  respect. 
But  as  I  understand  it,  there  is  a  forfeiture  of  any  supposed 
surplus,  that  is,  if  a  policyholder  of  a  deferred  dividend  class  fails 
to  persist  up  to  the  time  when  the  distribution  is  to  be  made, 
he  gets  nothing  but  the  surrender  value,  he  gets  no  proportion 
of  any  surplus  that  may  be  supposed  to  have  accumulated,  is  not 
that  the  fact?  A.  It  is  the  fact  in  a  comparative  way,  as  com- 
pared with  annual  dividend  policies.  It  is  hardly  proper  to 
describe  an  agreement  by  which  the  distribution  of  surplus  shall 
be  confined  to  those  who  continue  for  twenty  years  as  involving 
a  forfeiture  by  anyone  in  and  of  itself.    Take,  for  instance,  the 
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ease  of  one  or  two  Scotch  companies  which  provide^  and  froni 
tlie  beginning  have  provided,  that  no  policy  shall  share  in  the 
distribution  of  surplus  until  it  has  been  in  force  twenty  yearsi. 
After  that,  it  simiply  takes  a  regular  annual  share  of  the  surplus 
without  any  accumulation.  Now,  the  premiums  of  those  com- 
panies are  smaller  than  the  premium^  of  other  participating 
mutual  companies,  but  nevertheless  they  are  mutual  companies 
and  they  do  divide  what  surplus  they  have  to  policies  which  have 
been  in  force  twenty  years,  and  those  policies  after  they  have 
passed  twenty  years  share  equally  in  the  regular  distribution  of 
the  surplus.  But  it  would  hardly  be  fair  to  say  that  the  policy- 
holders in  those  companies  have  forfeited  anything  in  regard  to 
surplus  previously  because  they  have  entered  the  company  in 
which  the  system  that  whatever  surplus  there  is  shall  be  divided 
among  policies  that  have  been  in  force  twenty  years,  likewise,  the 
oldest  company  of  all,  the  old  Equitable  of  London,  which  for 
many  years  and  to  this  day  has  iDeen  treated  as  a  standard  of 
mutual  companies  in  Great  Britain,  up  to  a-  comparatively  recent 
period,  allowed  only  those  members  to  share  in  the  surplus  who 
belonged  to  the  oldest  class.  I  think  the  class  consisted  of  five 
thousand,  but  it  was  a  fixed  number,  we  will  call  it  five  thousand. 
And  those  who  had  been  in  force  the  longest  to  the  number  of 
five  thousand  shared  in  the  surplus  and  as  anyone  of  those 
five  thousand  dropped  out,  then  the  man  who  entered  next 
after  the  existing  five  thousand  was  admitted  to  the  list  of 
£ve  thousand,  and  so  on,  one  after  another.  The  oldest  members 
who  are  not  entitled  to  participate,  as  vacancies  appear  in  the 
five  thousand,  these  oldest  members  were  admitted,  so  that 
always  the  five  thousand  oldest  members  shared  in  the  surplus. 
That  was  the  constitution  of  the  society  for  a  great  many  years. 
It  would  hardly  be  proper  to  say  that  in  that  company  the  mem- 
bers who  dropped  out  before  they  got  into  that  shareholding  list 
forfeited  their  interest.    They  never  had  any  interest. 

Q.  Well,  do  you  not  think,  Mr.  HcClintock,  that  the  use  of 
the  words  deferred  dividends  very  naturally  suggest  to  the  policy- 
'hoiders  that  there  is  a  dividend  each  year  which  is  accumulating 
for  their  benefit  ?  A.  I  do.  The  use  of  the  word  deferred  divi- 
dend is  not  used  in  my  department,  and  I  think  not  used  by  any 
other  department  of  the  Mutual  Life.  The  word  is  ambiguous. 
The  phrase  can  only  be  used  as  regards  the  Mutual  Life  concern- 
ing the  apportionment  of  dividends.  There  is  a  deferred  appor- 
57 
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tionment.  The  phrase  is  very  commonly  used  by  persons  who  are 
not  connected  -with  the  Mutual  life,  concerning  dividends  of  those 
companies  and  concerning  sometimes  dividends  in  the  Mutual 
Life,  and  it  is  very  possible  some  of  the  agents  may  use  it,  ber 
cause  that  is  the  common  phrase  for  that  class  of  policy  all  over 
the  country,  but  I  have  always  been  very  careful  not  to  use  the 
words  deferred  dividend  or  the  phrase  deferred  dividend  policies 
concerning  the  policies  of  the  Mutual  Life.  I  consider  it  is  the 
apportionment  and  not  the  dividend  that  is  deferred. 

Q.  Do  you  consider  there  is  any  liability  on  the  part  of  the 
Mutual  Life  until  the  date  of  apportionment?  A.  No  liability 
whatever. 

Q.  Do  you  make  any  special  reservation  to  represent  what 
rnight  be  called  the  accumulated  dividends?  A.  Not  separate 
,  from  the  general  reservation  which  we  call  the  contingent  guar- 
antee fund,  which  serves  the  double  purpose  of  reserving  the 
funds  for  future  distribution,  and  operates  as  a  margin  against 
unforeseen  contingencies. 

Q.  The  practice  in  your  company,  then,  differs  from  some  of 
the  companies  which  I  believe  guarantee  dividends,  and  those 
companies  do  make  a  reservation,  do  they  not,  even  prior  to  the 
date  of  apportionment?  A.  The  practice  of  the  companies  has 
varied  considerably,  I  mean  the  practice  of  each  company  has 
varied.  Certain  companies,  at  least,  which  are  prominent,  and 
the  New  York  Life  has  stated  for  a  number  of  years  how  much 
its  accumulation  is  for  deferred  dividend  policies,  and  at  times 
has  stated  that  this  accumulation  constitutes  a  legal  liability  and 
at  other  times  my  impression  is  it  has  decided  it  is  not  a  legal  lia- 
bility. But  of  course  the  distinction  between  a  reservation  which 
is  a  liability  and  one  which  is  not  a  legal  liability  is  that  in  case  of 
insolvency  the  legal  liability  helps  to  make  a  company  insolvent 
while  if  a  certain  reservation  is  not  a  legal  liability  and  the  com- 
pany has  assets  to  meet  all  other  liabilities,  the  company  is  not 
insolvent;  consequently  it  becomes  a  serious  matter  whether  a  . 
company  admits  a  certain  reservation  to  be  a  legal  liability  and 
one  which  is  not  a  legal  liability  is  that  in  case  would  operate 
against  the  company  which  admitted  a  fund  to  be  a  legal  lia- 
bility as  compared  with  another  fund  it  did  not  admit  to  be  a 
legal  liability.  Now  take  again  the  Northwestern.  I  was  actuary 
of  the  Northwestern  for  eighteen  years  and  I  devised  the  system 
of  that  company  by  which  there  was  a  regular  setting  aside  every 


Testimony  of  Emory  McCUntoch.  179  f 

year  of  a  hypothetical  annual  dividend  on  every  policy  of  this 
class  as  v^ell  as  on  the  policies  vyhich  received  actually  their 
annual  dividends.  And  the  amount  thus  hypothetically  set 
aside  was  also  hypothetically  accumulated,  and  the  company 
was  willing  and  offered  and  did  supply  to  any  policyholder 
a  memorandum  of  this  hypothetical  account  on  his  own  policy 
and  does  to  this  day.  Now  while  I  was  there,  up  to  the  end 
of  the  year  1888,  I  endeavored  to  draw  a  line  between  this 
hypothetical  accumulation  and  the  legal  liability,  and  I  testified 
before  a  legislative  inquiry  I  think  in  the  State  of  Ohio,  that 
there  was  no  legal  liability  attached  to  it,  but  I  have  an  impres- 
sion and  I  have  been  informed,  that  subsequent  to  my  leaving 
the  North  western  it  was  concluded  that  the  language  used 
in  the  policy  was  not  such  as  to  prevent  a  court  from  deciding 
that  that  accumulation  is  a  legal  liability  and  that  the  company 
has  substantially  admitted  since  then  that  these  accumulations 
are  legal  liabilities. 

Now,  when  I  came  to  the  Mutual  Life  I  found  a  systein  in 
force  which  did  not  admit  of  any  legal  liability  and  did  not 
make  a  calculation  for  individual  policies  of  that  class  but- 
waited  until  the  end  of  the  distribution  period  to  make  its  cal- 
culations. And  that  system  being  in  force  and  being  under- 
stood by  the  agents  and  policyholders  as  well  as  by  the  company, 
has  remained  undisturbed,  so  that  in  that  company  there  is  no 
recognition  of  any  legal  liability,  but  on  the  contrary,  there  was 
an  active  correspondence  some  four  or  five  yeai-s  ago  with  the 
Commissioner  of  Connecticut,  in  which  it  was  clearly  explained 
to  his  satisfaction  that  the  reservation  made  by  the  company  does 
not  constitute  a  liability  in  any  sense,  excepting  the  technical 
sense  used  by  the  bookkeepers  when  they  set*  any  reservation  on 
the  liability  side  of  the  balance  sheet. 

Q.  Of  course  if  a  company  guarantees  to  these  policyholder? 
that  there  will  be  at  the  distribution  period  at  least  a  certair; 
amount  of  surplus,  there  would  be  no  question  but  that  be- 
comes a  legal  liability,  although  the  payment  be  deferred.  A. 
Unquestionably."  Just  like  the  dividends  the  Mutual  Life  which 
on  annual  dividend  policies  have  always  been  declared  in  in- 
surance, and  they  constitute  a  liability  at  death  just  the  same  as  the 
face  of  the  policy,  and  the  legal  reserve  on  that  liability  is  regu- 
larly calculated  and  included  by  the  State  Department  as  part  of 
the  legal  liability. 
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Q.  You  stated  a  few  moments  ago  tli^t  in  the  actuarial  do 
partment  af  tl;e  Mutual  Life  you  bad  been  careful  no|;  to  use 
phraseology  which  woiild  suggest  that  there  was  an  obligation 
on  the  part  of  the  company  to  accumulate  and  pay.  In  Mr. 
MoCurdy's  testimony  he  refera-ed  to  the  peculiar  organization  of 
the  Mutual  Life,  made  up  of  departments,  each  one  inde- 
pendent, and  he  referred  a  great  many  of  the  qi^estions  put  to 
him  to  you  as  the  proper  witness  to  answer  them,  for  thai 
reason.  That  leads  me  to,  ask  you  to  state  if  you  will,  briefly, 
what  the  functions  of  the  actuary  of  the  Mutual  Life  are,'  what 
the  scope  of  your  departmental  responsibility  is?  A.  The  ac- 
tuary, Mr.  Homans,  had  stepped  beyond  his  province  and  the 
by-laws,  and  it  may  be  interesting  to  recall  the  fact  that  they 
Vi^ere  somewhat  broader  forty  years  ago  than  they  are  now.  A 
change  was  made  at  a  time  when  it  was  believeji  that  the  ac- 
tuary Mr.  Homans  had  stepped  beyond  his  province  and  the 
by-law  relating  to  the  actuary  duties  was  somewhat  shorn,  As 
it  .has  been  for  many  yqars,  it  reads  as  follows :  "  He  shall 
attend  the  meetings  of  the  insurance  committee  when  desired 
.  and  take  part  in  their  deliberations.  His  duties  shall  be  to 
make  calculations  and  tables  for  the  present  and  future  use 
of  the  company  on  such  principles  as  shall  be  adopted  by  the 
Bpard,  an^  submit  the  same  to  the  insurance  committee  for 
approval.  To  prepare  the  periodical  statements  required  by 
the  governments  of  the  countries  and  states  where  the  comi- 
p^ny  transacts  business.  To  audit  the  insurance  portion  of 
the  quarterly  and  annual  statements."  That  referred  to  the 
amount  of  risk  and  the  amount  issued  and  terminated.  It 
is  called  the  insurance  accou^it  as  distinguished  from  the 
dollars  and  cents,  account  of  income  and  expenditure.  "  To 
collect  and  arrange  data,  books,  documents,  tables  and  official 
statements  upon  the  business  of  life  insurance  and  annuities 
for  the  use  of  the  company.  To  confer  with  the  executive 
officers  and  committees.  To  make  reports  and  communications 
and  to  perform  such  other  a.ppropriate  acts  as  may  be  required  by 
the  Board,  its  committees  or  the  president."  "  The  Committee 
on  Insurance  is  to  determine  the  rate  of  premiums  and  the  prin- 
.eiples  u,pon  which  policies  and  other  obligations  may  be  issued 
or  purchased  by  the  cojnpany.  This  Gommittee  shall  have  super- 
vision of  all  questions  relating  to  the  distribution  of  surplus." 
Then  in  the  company's  annual  report  in  1883,  in  which  the  divi- 
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sion  of  the  business  of  the  company  into  distinct  departments  was 
explained:  "  The  mathematical  department  supplies  by  its  com- 
putations and  tables  the  entire  framework  upon  which  the  insur- 
ance business  of  the  company  rests.  The  maintenance  of  this 
framework  in  its  integrity  and  the  adjustment  of  all  the  varied 
conditions  involved  in  applications  of  insurance  to  its  require- 
ments are  duties  at  once  most  delicate  and  responsible.  Here  too 
the  experience  of  many  years  wisely  construed  is  a  vital  element 
in  the  safety  and  success  of  the  company." 

Q.  Well,  in  practice  to  what  extent  have  you  been  called  upon 
under  these  general  provisions  of  the  by-laws  to  participate  in 
matters  not  immediately  connected  with  the  special  duties  imposed 
by  the  by-laws?  A.  I  have  been  occasionally  called  upon  for 
reports  and  statements  on  a  great  many  subjects,  of  statistics  of 
the  business  of  the  Mutual  Life  and  other  companies  both  for  the 
current  years  and  back  history.  I  have  also  been  consulted  in 
regard  to  insurance  laws  and  projected  insurance  laws  as  to  their 
bearings  upon  the  business  of  the  company.  I  have  been  con- 
sulted very  customarily  concerning  any  proposed  change  in  the 
plans  of  insurance,  and  if  any  question  comes  from  the  govern- 
ment of  different  countries  or  states  of  this  country  involving  the 
plan  of  business  or  any  explanation  concerning  the  plan  of  busi- 
ness, it  is  usually  referred  to  me  to  attend  to.  And  in  fact,  in  any 
department  of  the  company  the  medical  or  legal  or  —  not  often 
the  investing  department  —  but  there  is  scarcely  any  department 
of  the  company  which  does  not  occasionally  come  to  me  to  answer 
a  question  or  to  give  a  suggestion  or  to  express  an  opinion  upon 
something  or  another.  And  in  particular,  if  a  complaint  comes 
from  a  policyholder  concerning  his  dividends  or  his  surrender 
values  that  necessarily  comes  into  my  department  to  have  the  facts 
explained,  although  the  actuary  usually  does  not  respond  to  the 
letter. 

Q.  Are  you  primarily  responsible  for  the  distribution  of  cir- 
culars to  agents  and  instructions  to  agents,  estimates  as  to  what 
the  proceeds  will  be  of  policies  and  so  forth  ?  A.  Well,  there  is 
a  little  history  about  that. 

Q.  Please  give  it.  A.  I  took  a  position  in  the  ]Srorthweste.rn 
personally  that  I  preferred  not  to  express  an  opinion  concerning 
probable  dividends.  And  that  position  became  during  the  years 
I  was  there  very  widely  understood  by  the  agents  of  the  company 
and  to  some  extent  by  insurance  men  outside.     I  wrote  various 
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letters  giving  my  reasons  for  not  wishing  to  make  estimates  in 
regard  to  dividends  while  I  was  connected  with  the  Northwestern. 
1  presume  I  may  have  been  too  particular  about  that  and  rather 
peculiar,  because  subsequently  the  Northwestern  decided  that 
a  fair  estimate,  according  to  the  present  conditions,  was  a  proper 
thing  to  give  out  and  would  avoid  the  misleading  of  the  public 
by  its  agents,  who  might  .supply  higher  figures.  So  they  after- 
wards, after  my  departure  did  issue  estimates  based  on  the  then 
present  dividends.     But  I  was  going  to  say 

Q.  Let  me  interrupt  you  a  moment.    The  ISTorthwestern  Mutual 
is,  of  course,  one  of  the  companies  doing  business,  and  a  very, 
large  business,  in  this  State?     A.  Yes. 

Q.  I  only  interpolate  that  because  anything  you  may  say  bear- 
ing upon  the  methods  and  conduct  of  that  company  is  entirely 
pertinent  to  this  inquiry.  Proceed.  A.  My  reference  to  the 
Northwestern  is  really  preliminary,  in  order  to  explain  the  repu- 
tation I  had  among  a  certain  number  of  insurance  men  throughout 
the  country  as  having  a  personal  objection  to  making  estimates 
of  future  results.  Now,  that  personal  feeling  of  mine  was  known 
and  respected  by  the  officers  of  the  Mutual  Life.  And  when  it 
was  deemed  desirable  to  have — not  exactly  estimates,  but  illus- 
trations, based  upon  the  past  results,  prepared,  those  things  were 
done  in  another  department  by  a  competent  man,  Prof.  Stewart, 
who,  in  fact,  if  I  recollect  right,  was  himself  many  years  ago  the 
originator  of  a  plan  of  deferred  dividends  which  was  said  to  have 
been  earlier  than  the  adoption  by  the  Equitable  of  the  Tontine 
plan.  At  any  rate,  he  was  one  of  the  early  inventors  of  what  you 
might  call  the  deferred  dividend.  Prof.  Stewart,  then  being  em- 
ployed by  the  company  as  instructor  of  agents,  it  was  considered 
by  the  company  to  be  very  appropriate  to  the  company,  consider- 
ing his  experience,  that  he  should  supply  to  "the  agents  whatever 
was  deemed  necessary  for  their  use  in  that  way. 

Q.  Owing  to  the  embarrassments  that  have  arisen  in  life  in- 
surance as  to  the  res;ilt  of  the  distributions  by  agents  of  illus- 
trations, I  believe  some  of  the  companies  have  had  recourse  to 
a  different  plan  from  that  and  have  limited  the  power  of  the 
agent  in  the  matter  of  representations  to  statements  of  actual 
results.  Is  that  the  fact?  A.  "Well,  that  is  the  fact  as  regards 
the  Mutual  Life  so  far  as  there  have  been  actual  results.  As 
soon  as  the  ten  years'  period  expired,  the  first  ten  years  and  after- 
wards the  first  fifteen  years'  period  expired,  I  thjnk  it  began 
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in  1888  or  1889,  but  since  then  the  company  has  regularly  issued 
full  tables  of  its  actual  results  on  ten  year  and  fifteen  year  poli- 
cies; twenty  year  policies  having  been  begun  in  1886.  The 
printed  tables  are  very  full,  giving  all  kinds  of  policies  and  all  that 
have  matured  on  the  fifteen-year  and  ten-year  plan.  The  illus- 
trations which  have  been  prepared  in  connection  with  these  by 
Prof.  Stewarf's  department,  according  to  my  understanding,  are 
purely  and  simply  the  results  obtained  upon  the  older  policies, 
with  such  variations  as  may  be  requisite  by  reason  of  the  differ- 
ent guarantees  of  cash  values  and  the  different  premiums  charged 
at  the  present  time,  the  different  guarantees  in  the  different  poli- 
cies as  compared  with  the  premiums  and  guarantees  of  the  policies 
which  are  now  matured,  issued  fifteen  years  ago. 

Q.  Well,  is  it  not  a  fact  that  a  great  many  of  these  actual  re- 
sults having  been  predicated  upon  condition  of  things  done  years 
ago,  when  the  rates  of  interest  were  higher  and  expenses  lower, 
had  been  misleading?  A.  The  word  misleading  depends  on  the 
view  taken  of  the  warning  by  the  company  in  that  printed  state- 
ment which  has  been  supplied  to  the  policyholder.  If  he  has 
taken  those  illustrations  of  different  options  which  would  be  given 
to  a  man  who  had  recently  gotten  a  policy  issued  fifteen  years 
ago  in  that  plan,  if  such  policy  had  existed,  and  assumes  Avith- 
out  any  information  from  the  company  to  that  effect  or  intima- 
tion of  the  company  to  that  effect,  that  those  are  going  to  be  the 
results  fifteen  years  hence,  he  misleads  himself. 

If,  on  the  other  hand,  the  agent  tells  him  that  is  absolutely  going 
to  result,  save  contingencies,  then  the  agent  misleads  him.  1 
wish  to  say  that  a"bout  the  year  1891,  about  the  time  that  the 
system  began  of  preparing  these  illustrations  by  Prof.  Stewart 
that  I  spoke  of,  the  general  manager  issued  a  circular  to  the 
company's  agents,  and  that  circular  has  been  copied  and  repeated 
in  every  book  of  instructions  to  the  agents  from  that  day  to  this, 
warning  them  most  positively  that  the  company  does  not  authorize 
estimates  of  future  results,  and  that  they  are  not  to  hold  out  to 
the  insured  any  idea  that  the  company  authorizes  such  estimate. 

Q.  You  indulged  a  few  moments  ago  in  an  interesting  state- 
ment about  rates  of  interest,  Mr.  McClintock,  expressing  the 
idea,  if  I  apprehend  you,  that  the  rate  of  interest  Is  now  likely 
to  increase,  that  there  is  not  a  permanent  tendency  downward; 
may  I  ask  you  to  say  whether  in  your  opinion,  taking  the  whole 
field  of  insurance  as  a  scientific  method  of  enabling  one  man  to 
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share  with  his  fellow-men  to  avert  calamity  and  misfortune, 
whether  the  conditions  are  nOw  such  as  to  make  the  possibility 
of  the  business  more  stable  or  less  so  than  it  has  been  in  the  past 
under  proper  legislation  and  proper  administration?  A.  My 
impression  is  that  in  everything  but  one  respect,  the  prospects 
for  the  future  are  quite  as  good  as  they  are  at  present  —  I  mean 
the  conditions  of  the  future  are  likely  to  be  quite  as  good  as  the 
conditions  are  at  present.  In  the  rate  06  interest  as  I  say,  T  see 
no  reason  for  believing  that  there  will  be  a  further  diminution. 
The  loans  which  will  be  required  by  the  countries  which  have 
been  at  war  recently  are  pressing  upon  the  money  market,  be- 
cause they  are  expected  to  call  for  a  considerable  amount  from 
the  investors  of  America  and  of  Europe  to  meet  losses  incurred 
by  Russia  and  Japan;  and  while  those  loans  have  not  been  pro- 
posed, nevertheless,  everybody  knows  they  will  have  to  be  opened 
and  that  money  will  have  to  flow  in  that  direction,  so  it  is  well 
known,  for  instance,  that  bonds  are  not  increasing  in  value  at 
present,  that  stocks  are  not  just  now  increasing  in  value,  since 
the  close  of  the  war,  and  in  short  so  long  as  the  destruction  of 
capital  caused  by  the  war  continues  to  produce  effects,  for  tiiat 
very  reason  alone  there  will  be  no  possible  diminution  in  the  ra':e 
of  interest,  but  if  anything  an  increase.  Then,  further,  for  some 
years  past  the  rate  of  interest  all  over  the  world  has  been  about 
as  low  as  human  nature  is  likely  to  let  it  go.  An  effect  of  the, 
low  rate  of  interest  is  to  cause  its  own  cessation  before  a  great 
\\'liile  in  two  ways,  both  by  diminution  of  savings  and  by  an  in- 
crease of  enterprise.  Savings  are  due  to  the  wishes  of  individuaLi 
to  lay  up  something  for  their  old  age,  or  for  their  families,  and 
if  people  can  get  five  per  cent,  instead  of  three  and  a  half  per 
cent.,  there  is  a  considerably  greater  inducement  to  save.  And 
again,  on  the  other  hand,  enterprise  is  stimulated  by  a  low  rate 
of  interest,  and  if  people  can  borrow  money  at  low  rates  they  ■svill 
launch  out  and  project  great  undertakings  which  will  require  the 
use  of  capital  for  many  years  to  come;  and  in  that  way  it  will  be 
a  tendency  after  a  period  of  low  interest  to  an  increase  in  the 
rate  of  interest,  and  the  history  of  the  world  for  several  hundred 
years  has  been  the  history  of' fluctuations  in  the  rate  of  interest. 
There  are  publications  on  that  matter  that  illustrate  this  subject 
sci  that  I  need  not  go  into  it  to  take  the  time  of  the  Committee. 

Q.  You  think,  then,  in  other  words,  that  there  is  no  ground  for 
that  contention  as  to  the  ability  of  the  existing  life  insurance 
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compaiiies  to  meet  their  immense  future  obligations,  no  ground 
for  appreheniSipn  in  the  fact  that  interest  is  likely  to  fall  to  such 
a  low  rate  that  the  reserve  could  not  be  kept  up?  A.  I  see  not 
the  slightest.  The  companies  have,  even  if  the  rate  of  interest 
was  to  go  down  to  three  per  cent. —  the  companies  have  a  security 
in  the  loadings  of  the  premiums  which  will  be  amply  sufficieni 
to  make  \ip  any  deficiency;  so  that  as  regards  the  safety  of  the 
policyholder  there  is  not- the  slightest  possibility  of  doubt. 

Q.  Now,  will  yon  be  kind  enough  to  explain,  without  going 
into,  of  course,  the  actuarial  and  algebraic  formulse  on  the  sub- 
ject, what  the  actual  method  is,  how  you  determine  the  amount 
that  is  to  be  apportioned  to  these  deferred  dividend  policies  as 
the  time  approaches,  what  the  system  of  calculation  is,  how  you 
determine  what  amount  is  to  be  apportioned  to  those  policies  that 
are  to, expire,  for  instance,  next  year  —  mature  next  year  ?  A.  T 
have  an  example  of  the  actual  calculation  if  you  would  like  me 
to  hand  it  in,  but  I  can  give  you  in  a  general  way  what  the  sys- 
tem is,  whichever  way  you  think  would  most  enlighten  the  Com- 
mittee and  those  upon  whom  will  come  the  responsibility  of  bring- 
ing about  legislation  on  that  subject,  if  any  is  found  advisable. 
The  system  can  be  explained  more  quickly  than  I  can  read  the 
calculations.  At  the  end  of  1904,  toward  the  end  of  1904,  a 
calculation  was  made  of  dividends  to  be  paid  in  1905.  According 
to  the  company's  system  the  amount  of  dividends  on  annual 
dividend  policies,  that  is  to  say,  all  the  policies  issued  prior  to 
1885,  now  entitled  to  dividends,  tod  all  the  annual  dividend 
policies  issued  since  that  time,  the  amount  payable  to  annual 
dividend  policies,  came  according  to  the  gross  estimate  to  some- 
thing more  than  six  hundred  thousand  dollars,  or  in  the  neigh- 
borhood of  six  hundred  thousand  dollars.  And  a  further  cal- 
culation was  made  by  which  the  amount  of  the  total  annual  div- 
idends which  might  have  been  paid  in  the  past,  as  well  as  in  1905, 
on  all  the  other  policies  which  are  entitled  to  a  division  in  1905, 
was  estimated  and  came  to  about  two  million  three  hundred  thou- 
sand dollars,  making  a  total  of  two  million  nine  hundred  thou- 
sand dollars  for  division  in  1905.  l^ow,  this  two  million  nine 
hundred  thousand  dollars  was  found  to  have  accrued  from  the 
fiye-year  policies,  that  is  to  say,  policies  having  a  dividend  every 
five  years,  which  I  believe  are  not  usually  called  deferred  dividend 
policies  —  they  are  knpwn  in  our  company  as  five-year  distribu- 
tion policies.     Now,  those  policies  were  first  issued  in  1885,  and 
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in  1905  ttose  that  were  issued  in  1885,  received  their  fourth  divi- 
dend. Those  which  were  issued  in  1890  received  their  third 
dividend,  those  which  were  issued  in  1895  received  their  second 
dividend,  and  those  which  were  issued  in  1900  received  their 
first  dividend.  Those  are  the  five-year  distribution  policies.  Then 
there  are  the  ten-year  distribution  policies  which  were  issued  in 
1885,  they  are  entitled  to  receive  their  first  dividend  in  1905,  and 
they  have  to  be  provided  for.  Then  there  are  the  fifteen-year 
distribution  policies  issued  in  1890;  they  received  their  first  divi- 
dend in  1905. 

Now,  all  these  different  classes  of  policies  have  their  dividends 
computed  in  this  way:  By  actually  accounting  for  each  policy; 
and  when  T  say  each  policy  I  mean  one  policy  answers  for  every 
other  policy  of  exactly  the  same  description,  so  as  to  avoid  dupli- 
cating the  calculation  of  policies  which  are  identical  in  all  re- 
spects. Take,  for  example,  the  ordinary  life  policies,  fifteen-year 
period,  issued  at  the  age  of  thirty-five  years  in  the  year  1890  at  a 
given  rate  of  premium.  Now,  if  we  calculate  dividend  on  one 
such  policy  for  a  thousand  dollars  we  know  what  the  dividend 
is  for  all  other  policies  of  exactly  that  description,  issued  at  the 
same  age  on  the  same  plan  in  the  same  year  for  some  other 
amount  or  the  same  amount,  in  proportion  to  the  amount  cal- 
culated for  a  thousand  dollars  in  one  case;  so  the  calculation,  as 
I  say,  which  is  made  for  each  policy  is  made  for  each  particular 
description  of  policy  issued  in. the  same  year  at  the  same  age. 

Now,  that  requires  a  great  many  calculations,  but  all  those  cal- 
culations were  actually  made  in  the  following  manner:  To  take 
the  dividends  which  would  be  paid  as  an  annual  dividend  on  a 
policy  like  that  in  the  year  1901,  which  would  be  the  first  annual 
dividend  on  a  policy  issued  in  1880  —  I  am  now  speaking  of  the 
fifteen-year  distribution  policies  maturing  in  1905;  add  to  that 
the  rate  of  interest  which  was  used  in  the  dividend  calculations 
for  the  year  1892.  That  brings  us  up  to  the  year  1892,  and  then 
add  into  that  amount  the  annual  dividend  which  would  have  been 
paid  in  1892,  by  reference  to  our  back  tables  of  dividends;  then 
add  interest  again  on  the  amount  so  found  to  another  year,  accord- 
ing to  the  rate  used  in  1893,  and  then  add  in  the  annual  dividend 
for  1893,  and  then  interest  and  so  on,  and  so  on,  each  year,  aftd 
accumulation  of  interest,  and  a  new  dividend,  until  the  year  1905 
is  reached,  when  the  final  interest  is  added  on  the  previous  accu- 
mulation so  found  to  bring  it  up  to  the  anniversary  of  the  policy 
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in  1905;  and  then  finally  tlie  annual  dividend  whicli  would  be 
paid  in  1905,  on  a  policy  of  tliat  class  entitled  to  annual  dividends 
is  added  in,  and  the  total  makes  the  dividend  on  a  fifteen-year 
policy  maturing  in  1905  —  I  beg  pardon,  it  does  not  make  the 
dividend;  it  makes  the  accumulated  sum  of  annual  dividends,  but 
that  has  to  be  increased  by  a  further  amount.  The  sum  so  found 
of  accumulated  annual  dividends  is  increased  by  a  percentage  cal- 
culated according  to  the  company's  experience  as  a  fair  percentage 
to  cover  all  the  claims  of  the  policyholders  as  distinct  from  the 
claims  of  an  annual  dividend  policyholder.  Up  to  this  point  the 
policvyholder  has  simply  been  paid  in  place  of  annual  dividend 
liolieyholder  but  he  has  other  claims  because  he  has  undergone  other 
risks.  He  has  undergone  the  risk  of  losing  all  his  surplus  in  case 
he  had  died ;  if  he  had  died  there  vs^ould  have  been  nothing  paid  in 
the  way  of  dividends.  He  has  also  undergone  the  risk  of  losing  his 
surplus  in  case  he  had  dropped  his  policy,  because  nothing  vyould 
have  been  paid  if  he  had  dropped  his  policy  and  he  has  also  under- 
gone a  very  trifling  risk  of  having  his  accumulation  spoiled  by  some 
calamity  like  the  bombardment  of  'Sew  York,  something  of  that 
kind,  an  earthquake,  or  burning  up  of  the  city  where  a  great  many 
buildings  were  that  the  company  had  mortgages  on.  Such  a  thing 
might  happen,  and  the  company  might  undergo  a  heavy  loss  all  of 
a  sudden,  and  as  the  amount  reserved  by  the  company  toward  these 
dividends  are  not  a  legal  liability  the  policyholders  undergo  some 
slight  risk  of  loss,  of  not  getting  all  the  accumulation  of  the  annual 
dividends. 

N'ow,  to  meet  these  various  claims  of  the  policyholders  of  this 
class  as  distinguished  from  annual  dividend  policyholders,  a  cer- 
tain percentage  is  added  and  after  this  percentage  is  added,  then  we 
have  the  amount  of  the  dividend  which  is  actually  paid  to  this  fif- 
teen-year dividend  policyholder. 

BY  THE  OHAIKHAl^: 

Q.  That  is  a  purely  arbitrary  percentage  ?  A.  Not  at  all.  The 
percentage  is  calculated  according  to  the  experience  of  the  com- 
pany to  a  cent.  Of  course,  such  slight  attention  as  we  pay  to  the 
possible  chance  of  an  earthquake  is  entierly  arbitrary  and  it 
amounts  to  a  very  slight  thing  indeed ;  it  really  means  this,  that 
if  there  is  any  doubt  as  to  what  the  percentage  ought  to  be  the 
policyholders  get  the  benefit  of  the  doubt;  but,  as  regards  the 
other  point,  the  matter  is  not  arbitrary ;  the  risk  of  death  is  taken 
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into  account  and  as  to  that  the  tables  of  mortality  give  us  a  fair 
guide  excepting  this  that  the  holders  of  this  kind  of  policies  are 
better  risks  than  the  average  and  usually  do  not  die  quite  so  fast 
as  the  table  makes  them  die;  and  so  that  it  is  only  a  certain  per- 
centage of  the  table  cost  of  mortality  which  is  used  in  making  this 
cstima;te;  but  the  table  cost  of  mortality  so  adjusted  is  used  as 
regards  the  risk  that  these  policyholders  have  had  of  losing  their 
surplus  by  death,  and  that  causes  the  policies  issued  at  older  ages 
to  receive  a  larger  percentage  and  those  issued  at  younger  ages  to 
receive  a  smaller  percentage,  because  those  who  enter  at  older 
ages  have  a  greater  risk  of  death  in  the  meanwhile.  All  that  it 
calculated  closely  and  according  to  actuarial  principles  in  con- 
nection vpith  the  risk  of  death.  Then  as  regards  risk  of  losing  by 
lapse  an  additional  amount  to  that  increase  in  percentage  is  put 
on  which  is  uniform  for  all  these  because  we  cannot  undertake 
to  discuss  or  find  out  whether  the  chances  of  lapsing  are  greater 
or  less  at  different  ages,  and  it  would  vary  anyhow  from  year  to 
year,  so  that  the  loss  by  lapse  is  considered  to  be  represented  by 
uniform  laws  for  each  age. 

Q.  Why  do  you  exclude  so  many  other  contingencies  that 
might  figure  in  that  percentage,  if  that  is  a  scientific  basis  for 
arriving  at  percentage?     A.  What  are  the  other  contingencies? 

Q.  Any  contingencies  beyond  those  you  speak  of,  legislative 
inquiry,  possibility  of  failure  of  crops,  possibility  of  failure  of 
the  company  —  why  are  they  not  as  scientific  bases  as  some  you 
mention?  A.  The  possibility  of  failure  of  crops  or  of  legislative 
investigation  is  simply  one  of  the  ordinary  risks  of  the  business, 
and  is  not  supposed  to  —  it  is  supposed  to  go  into  the  ordinary 
chances,  and  so  far  as  there  is  any  expense  about  it  it  is  included 
among  the  ordinary  expenses  of  the  business. 

Q.  The  risk  of  war  and  bombardment  ?  A.  As  regards  the  risk 
of  bombardment,  as  I  said,  the  risk  of  bombardment  or  earth- 
quake is  regarded  as  very  trifling  indeed  and  there  are  no  prece- 
dents by  which  we  can  estimate. 

Q.  Does  it  actually  figure  as  a  matter  of  computation,  or  do  you 
simply  state  it  for  the  purpose  of  making  a  theory  ?  A.  It  does 
not  figure  in  any  definite  manner  in  the  computation  excepting  in 
the  way  I  stated. 

Q.  Is  there  a  positive  allowance  for  it  ?  A.  There  is  a  positive 
allowance  for  it,  but  it  is  an  arbitrary  allowance. 

Q.  Can't  you  tell  from  memory  any  percentage  that  was  ever 
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allowed  for  suet  contiagencies  ?  A.  I  can  only  state  this,  that  in 
estimating  these  percentages  for  lapses  and  losses,  our  experience 
is  not  uniform,  our  experience  varies  from  year  to  year,  and  those 
policies  are  issued  at  all  times  in  the  year,  some  on  the  1st  of  Janu- 
ary, and  some  on  the  last  day  of  December,  so  we  cannot  go 
according  to  the  experience  of  calendar  years. 

Q.  Can  you  imagine  a  fraction  which  with  any  approximate 
accuracy  would  represent  these  contingent  risks  you  speak  of? 
A.  I  cannot,  any  definite  risk ;  but  we  will  say  this,  that  in  form- 
ing these  percentages,  in  undertaking  to  take  from  the  experience 
of  the  company  which  might  make  in  one  year  on  a  certain  class 
of  policies  a  percentage  of  lapsed  profit  of  13  per  cent.,  and  the 
next  year  14  and  the  next  year  12  and  the  next  year  IS^J,  the  next 
year  11  and  so  on — ^in  order  to  prevent  fluctuation — because  it  is 
part  of  our  business  to  prevent  fluctuation,  and  make  things  go  as 
smoothly  as  -possible  in  order  that  policyholders  shall  get  their 
results  according  to  the  average  cost,  and  not  according  to  chance 
annual  fluctuations  that  take  from  the  average,  if  it  happens  to  be 
so,  call  it  something  like  13  or  14 — I  do  not  undertake  to  follow 
those  averages  with  absolute  closeness,  but  where  there  is  any  place 
for  a  doubt — as  I  say  if  there  is  any  doubt  between  13  per  cent, 
and  14  per  cent.,  as  the  proper  average,  I  should  make  it  14,  be- 
cause I  do  recollect  that  those  policies  might  have  had  some 
chance  of  having  their  surplus  infringed.  It  is  about  the  best  I 
can  do  under  the  circumstances. 

BY  MR  McKEEN: 

Q.  I  understand;  to  get  this  matter  clearly  before  the  Com- 
mittee as  to  your  particular  company,  the  extent  to  which  your 
company  enter  jnto — whether  or  not  they  enter  into  any  obliga- 
tion as  to  the  payment  of  dividends — I  understand  that  the  con- 
teact,  if  there  be  one,  takes  the  form  of  an  application  made  by 
intending  policyholders,  which  is  referred  to  in  the  policy  itself 
as  a  part  of  the  contract  and  I  find  this  expression  in  the  applica- 
tion for  Mutual  Life  policies,  or  this  description:  "I  further 
agree  that  in  any  distribution  of  surplus  the  principles  and  meth- 
ods which  may  then  be  in  use  by  the  company  for  such  distribu- 
tion, and  its  determination  of  the  amount  apportioned  to  such 
policies  shall  be  and  are  hereby  ratified  and  accepted  by  and  for 
every  person  who  shall  have  or  claim  any  interest  in  the  contract." 
Is  that  the  form  as  you  recall  it  of  the  contract  that  is  now  in  use  ? 
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A.  I  cannot  say.  The  legal  points  in  the  application  are  framed 
in  the  law  department ;  I  do  not  think  I  have  ever  been  consulted 
in  regard  to  that  particular  clause. 

Q.  This  appears  in  what  is  known  as  the  guide  for  1904,  and  is 
printed  as  the  form  of  application  for  a  Mutual  Life  policy.  You 
have  no  reason  to  doubt  the  accuracy  of  that,  subject  to  correction 
— it  can  be  assumed  to  be  the  contract  ?  A.  FrorQ  its  being  printed 
there  I  would  say  that  I  have  no  reason  to  doubt  it.  If  you  would 
ask  me  the  question  without  saying  that  it  is  printed  there,  I 
should  say  that  at  one  time  or  other  I  recollect  seeing  something 
like  that  in  the  application,  but  I  could  not  say  whether  it  is  there 
now  or  not. 

Q.  Well,  the  point  of  calling  it  to  your  attention  was  simply 
this :  It  does  appear  that  the  company  reserves  the  full  right  to 
decide  for  itself  what  is  the  fair  apportionment  of  dividend  at  the 
expiration  of  the  policy?  A.  Undoubtedly.  Anything  else 
would  be  chaos. 

Q.  And  you  also  under  the  terms  of  this  application  feel  at 
liberty  to  adopt  any  changes  in  the  method  of  this  computation 
Avhich  seem  to  you  to  make  it  more  equitable.  In  other  words 
you  do  not  feel  bound  to  continue  to  use  the  same  method  of 
computation  which  was  in  use  at  the  time  the  policy  was  issued? 
A.  If  it  was  stated  at  the  time  the  policy  was  issued  that  the  com- 
pany carried  on  its  dividends  in  accordance  with  the  contribution 
plan,  for  instance,  I  should  consider  that  the  actuary  was  bound 
to  follow  the  contribution  plan  unless  and  until  the  Board  of 
Trustees  deliberately  with  its  eyes  open  decided  that  some  other 
method  was  mOre  equitable,  and  the  Board  of  Trustees  has  very 
rarely  made  any  change  in  the  method  of  the  distribution. 

Q.  AVell,  what  change,  substantial  change,  has  been  made  in 
late  years  in  the  method  of  computing  these  dividends,  which  you 
have  detailed?  A.  There  is  no  change  whatever  in  the  met^d 
of  computing  the  dividends,  15-year,  10-year,  15-year,  and  20- 
ycar  policy  —  there  are  no  20-year  policies  —  15-year  policies 
.^iiice  I  went  to  the  company,  and  I  think  I  have  made  all  the 
dividends  on  those  policies  from  the  beginning. 

Q.  Well,  is  there  anything  to  state  descriptive  of  the  method 
of  determining  the  annual  dividends?  A.  The  method  of  deter- 
mining the  annual  dividend  is  this:  We  find  out  how  much  has 
l)8en  earned  on  that  policy  by  the  surplus  interest  on  the  reserve. 
That  was  formerly  a  very  large  amount     In  18?5,  for  instance, 


Testimony  of  Emory  McGlintoch,  1807 

it  was  at  the  rate  of  6^  per  cent.  I  stated  yesterday  that  the 
rate  had  been  gradually  getting  reduced  until  at  the  present  time 
it  is  4^  per  cent.  Now  the  surplus  interest  on  the  reserve  at 
6i  per  cent  is  2|  per  cent  over  the  4  per  cent  necessary  to 
accumulate  reserve,  and  where  it  is  4.1  per  cent  actually  realized, 
the  surplus  interest  is  only  one-tenth  of  one  per  cent.  Now, 
2}  per  cent  is  just  t'Weny-five  times  one-tenth  of  one  per  cent; 
so  that  on  a  given  policy  of  a  given  age  the  surplus  from  interest 
in  1875  was  exactly  twenty-five  times  what  it  is  now.  So  that 
you  may  see  that  the  surplus  over  interest  on  the  4  per  cent  poli- 
cies has  been  reduced  to  a  minimum.  Of  course  on  the  policies 
issued  since  1897  while  we  hold  a  3^  per  cent  reserve,  the 
surplus  over  interest  is  now  six-tenths  of  one  per  cent,  above 
3i  per  cent;  so  that  the  annual  dividend  on  policies  issued  since 
1899  have  a  surplus  of  interest  on  a  basis  of  six-tenths  of  one 
per  cent  while  the  policies  issued  befor.e  1898  have  a  surplus  of 
interest  over  the  4  per  cent,  basis  of  one-tenth  of  one  per  cent. 
How,  whatever  the  surplus  of  interest  may  be  that  is  put  aside 
in  the  calculation  as  one  of  the  elements  of  the  dividend,  and 
as  I  said  ysterday  on  the  paid-up  policies  which  were  brought 
in  the  other  day  with  dividends  showing  so  small,  the  item  of  in- 
terest is  the  only  item  there  is ;  but  when  I  find  how  much  there 
is  to  be  divided  during  the  next  year  on  the  policies  antitled  to  a 
division  during  that  year,  including  the  annual  dividend  of   1905 

—  supposing  that  I  make  the  calculation  toward  the  end  of  1904 

—  then  I  find  thjat  there  is  a  certain  amount  of  surplils  available 
for  division,  including  these  calculated  accumulations  from  the 
past  on  the  supposed  annual  dividends.  .The  remaining  surplus 
earnings  of  the  year  are  left  in  reserve,  but  the  surplus  earnings 
on  the  policies  entitled  to  a  dividend  on  the  annual  dividend  plan, 
having  found  the  total  amount,  having  found  the  amount  of  that 
which  comes  from  interest,  the  remainder  is  distributed  among 
the  policies  by  percentages  of  the  loadings  on  the  premiums.  I 
think  I  need  not  describe  to  this  Committee  what  the  loadings 
on  the  premiums  are,  that  has  been  talked  of  a  good  many  times. 
Now,  the  loadings  on  the  annual  premiums  paid  in  1890 — take 
the  policies  issued  since  1897,  for  instance,  by  way  of  making 
the  matter  more  clear,  because  they  have  a  different  loading  from 
the  earlier  policies — ^the  loading  on  the  annual  premiums  of  the 
policies  issued  in  1964  is  taken  with  a  certain  percentage,  and 
that  perceoitage  on  the  loading  is  called  a  part  of  the  dividena 
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on  those  policies  issued  in  1904.  That  is  their  first  dividend.  For 
the  policies  issued  in  1903  a  somewhat  higher  percentage  of  load- 
ing is  taken  and  for  policies  issued  in  1902  a  Somewliat  higher 
percentage ;  and  in  short  the  older  a  policy  the  larger  the  percent- 
age of  the  loading,  and  those  percentages  of  loading  are  uniform 
for  all  kinds  of  policies  issued  in  the  same  calendar  year  for  the 
division  of  1905,  but  as  I  say  they  increase  for  the  earlier  calendar 
years,  the  older  a  policy  is  the  larger  the  percentage  of  loading. 
Now  those  percentages  of  loading  added  to  the  interest  percentage 
make  up  the  annual  dividend. 

Q.  We  referred  yesterday  to  a  letter  from  Mr.  Clarke  which 
was  read  to  Mr.  McCurdy  by  Mr.  Hughes  and  Mr.  McCurdy  re- 
ferred the  question  to  yourself  in  that  connection.  It  wa.**  under- 
stood that  you  said  the  most  of  the  complaints  that  came  to  the 
company  are  from  a  class  of  policyholders  who  had  the  benefit  of  a 
reduction  of  the  premiums  some  years  ago  and  you  also  explained 
to  some  extent  why  it  is  that  the  dividends  diminished  after  tlie 
premiums  have  all  been  paid  either  by  single  premiums  or  by 
premiums  in  installment  for  a  period  of  years.  And  it  does 
appear  I  may  say  that  most  of  the  letters  that  reach  this  Com- 
mittee seem  to  have  come  from  that  particular  class  of  policy- 
holders; but  in  order  to  have  one  type  of  the  class  of  complaints, 
I  will  read  a  portion  of  another  letter  on  that  general  subject- — 
perhaps  two  or  three  letters,  and  then  ask  some  further  explana- 
tion added  to  what  you  gave  yesterday  as  to  the  course  of  divi- 
dends in  the  case  of  Mr.  Clarke.  A.  Are  you  coming  to  Mr. 
Clarke's  letter  by  and  bye  ? 

Q.  Yes,  directly,  in  connection  with  one  or  two  letters  that  I 
will  now  read.  This  is  a  letter  addressed  to  the  Committee  com- 
plaining of  the  record  of  policy  ISTo.  239,053,  taken  out  March  5, 
1883.  The  writer  says,  "I  am  sending  this  record  thinking  that 
possibly  it  may  be  of  interest  to  you  and  helpful  in  the  work  you 
are  doing.  Also  I  am  enclosing  you  a  letter  which  Flemming 
Brothers  wrote  me  at  the  time  of  making  the  record" — Flemming 
Brothers  being  the  agents  at,  I  think,  Des  Moines,  Iowa.  "iPlease 
note  that  they  argue  that  I  should  be  pleased  with  the  result  be- 
cause I  was  admitted  under  a  decreased  rate,  but  they  do  not 
explain  why  the  first  few  years  under  this  decreased  rate  the 
policy  was  much  more  profitable  to  me  than  it  has  been  during 
the  past  fifteen  years,  though  they  claim  that  the  business  of  the 
company  has  increased  to  such  an  extent  that  it  has  been  advia- 
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•able  to  largely  increase  the  salaries  of  their  officers."  Then  the 
record,  whieh  I  may  as  well  read,  is  as  follows :  "1884,  policy  of 

dnly  a  thousand  dollars A.     Is  there  any  indication  of  the 

age  of  the  insured  or  amount  of  the  premium  ? 

Q.  No,  unless  in  the  letter  I  am  handing  you — ^the  letter  of  your 
agent — probably  you  can  tell  by  the  rate  of  the  premium  which 
appears  here;  "Date  1884,  additions,  $8.00;  1885,  additions, 
$9.00;  1885,  additions,  $7.00;  1887,  $7.00;  1888,  $5.00;  1889, 
$5.00;  1890,  $3.00;  1891,  $3.00;  1892,  $4.00;  1893,  $4.00; 
3894,  $1.00;  1895,  $2.00;  1896,  $2.00;  1897,  $2.00;  1898,  $2.00; 
1899,  $2.00;  1900,  $2.0o';  1901,  $2.00;  1902,  $3.00;1903,  $3.00; 
1904,  $2.00;  1905,  $2.00."  I  will  read  another  of  the  same  gen- 
eral class:  Policy  193,857,  dated  October  29,  1878,  annual  pre- 
mium for  ten  years  only,  $40.20,  record  of  premiums  on  the 
policy  were  paid  in  full.  Following  dividends  were  credited  on 
the  policy  by  the  company  under  the  dates  given:  October  29, 
1883,  $304;  1884,  $104;  1885,  $174;  1886,  $156;  1887,  $165; 
1888,  $140;  1889,  $91;  1890,  $70;  1891,  $70;  1892,  $71;  189-3, 
$71;  1894,  $43;  1895,  $43;  1896,  $44;  1897,  $44;  1898,  $37; 
1899,  $30;  1900,  $30;  1901,  $30;  1902,  $30;  1903,  $30;  1904, 
$10.  Now,  in  view  of  your  very  careful  and  accurate  statement  of 
the  method  of  computing  dividends,  it  of  course  strikes  us  as  some- 
what singular  that  in  that  period  of  years  like  this  there  should  be 
quite  a  number  of  years,  succession  of  years,  that  the  premium  is 
identical?     A.  The  dividend? 

Q.  I  mean  the  dividend  identical.  It  would  seem  that  there 
must  inevitably  be  greater  difference.  Now,  if  you  will  further 
fcnlighten  the  Committee  as  to  how  it  happens  that  those  dividends 
have  apparently  diminished  as  they  have  in  these  various  cases 
and  add  any  further  comment  as  to  Mr.  Clarke's  letter,  we  would 
be  glad  to  have  you  do  so.  A.  This  last  case,  we  will  take  that 
first.  I  assume  that  the  figures  are  given  correctly,  and  yet  the 
first  statement  of  the  dividend  in  1883,  $304,  would  seem  to  in- 
clude the  previous  dividends  in  1879,  1880,  1881  and  1882.  Your 
previous  policy  was  dated  in  1878.  The  company  made  its  record 
of  additions  on  the  policy,  probably  increasing  from  year  to  year 
during  the  first  four  years,  and  then  apparently  this  gentleman 
began  to  make  his  list  from  a  statement  sent  by  the  company  in 
1883,  giving  him  the  amount  of  the  accumulated  dividends  of  the 
previous  years,  amounting  to  $304,  because  his  list  begins  with 
1883,  and  yet  as  a  matter  of  fact  that  certainly  represented  four 
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dividends  and  there  remained  therefore  the  diminutions  in  sub-* 
Lequent  years. 

Now,  the  Chairman  yesterday  troubled  me  a  little,  very  much 
as  a  man  might  be  troubled  if  he  was  asked  whether,  he  had 
stopped  beating  his  wife.  You  cannot  answer  siich  a  question 
yes  or  no.  He  asked  me  whether  the  steady  progressive  diminu- 
tion of  dividends  was  common  to  all  policies  of  the  Mutual  Life. 
ISTow,  my  impression  is  that  the  paid-up  policies  have  had  one  or 
or  two  more  years  in  which  there  was  a  diminution  than  the 
policies  on  which  premiums  have  been  paid,  because  while  there 
have  been  variations  in  the  rate  of  interest,  there  have  also  been 
some  diminutions  this  way  and  that  in  the  other  element,  and  my 
impression  is  that  there  are.  not  quite  so  many  years  in  which  the 
diminution  appears  in  those  policies  as  there  are  in  the  paid-up 
policies,  but  even  in  the  paid-up  policies  there  has  not  been  a  regu-  • 
lar  steadily  progressive  diminution,  so  I  hesitated  somewhat  in  my 
f;nswer  to  the  Chairman.  Take  this  very  policy,  for  instance, 
which  is,  I  fancy,  quite  similar  to  the  Clarke  policy.  The  Clarke 
policy  is  a  paid-up  policy.  The  dividends  on  the  paid-up  policy 
show  the  first  dividend  on  the  paid-up  policy  was  in  1894.  In 
1895  there  was  an  increase.  In  1896  there  was  an  increase.  In 
1897  there  was  an  increase.  In  1898  there  was  an  increase.  In 
1899  there  was  an  increase.  In  1900  there  was  an  increase.  In 
1901  there  was  an  increase.  In  1902  there  was  an  increase.  In 
1903  there  was  an  increase.  So  there  was  an  increase  in  this 
very  Clarke  policy  in  the  cash  dividends  beginning  from  the  year 
1894  when  the  first  paid-up  dividend  was  given  until  1903.  Then 
there  was  a  drop  —  I  beg  pardon.  This  was  not  a  paid-up  policy. 
I  am  talking  about  a  different  kind  altogether.  That  might  as 
well  be  cancelled,  what  I  said  about  that  policy  This  was  not 
a  paid-up  policy.  I  will  take  another  paid-up  policy.  I  was 
airprised  myself  when  I  read  those  increases. 

I  want  to  find  you  a  paid-up  policy  showing  you  the  amount 
of  cash,  and  showing  you  how  it  Avas  increased  and  decreased. 
T  want  to  take  one  of  these  very  policies  that  the  Committee  has 
had  before  it.  Here  is  a  policy  on  the  life  of  Mr.  Tausig,  which 
was  the  first  one  mentioned  in  Mr.  Hughes'  letter  to  the  com- 
pany. The  reversionary  amounts  here  show  additions  increas- 
ing, 1881,  1882,  1883,  1884,  1885.  Then  there  was  a  drop  in 
1886,  and  in  1887  there  was  an  increase  in  the  cash.  In  188^ 
there  was  another  drop.  1888  and  1889  show  an  increase.  T  ' 
1890  there  was  another  drop.    189:1,  1892  and  1893  show  au  in- 
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crease.  In  1894  there  was  another  drop.  1895,  1896 
and  1897  showed  an  increase.  In  1898  there  was  another  drop. 
In  1899  another  drop.  For  four  years  after  that  there  was  a 
slight  increase  in  the  cash,  because,  as  I  might  say,  the  rate  of 
4  3-10  per  cent,  was  used  during  those  four  years,  and  as  the 
reserve  increased  a  little  every  year  the  cash  value  increased  also 
a  little  every  year.  Then  there  was  a  drop  in  1904.  Now,  there 
have  been  a  number  of  drops  owing  to  the  diminution  in  the 
rate  of  interest,  but  there  have  not  been  so  many  years  in  which 
drops  -  have  occurred  as  when  there  was  an  increase.  On  the 
whole  there  has  been  a  little  diminiition,  so  I  hardly  knew  whether 
to  agree  to  the  chairman's  statement  that  there  had  been  a  pro- 
gressive diminution  or  not.  On  the  whole  there  has  been  a  very 
great  diminution  on  these  dividends  in  the  paid-up  policies.  Now, 
this  second  policy  of  which  you  spoke,  it  is  a  paid-up  policy,  and 
on  that  the  amount  of  addition  in  each  case  is  thirty  dollars. 

Now,  the  reason  for  that  is  just  this.  In  the  first  place, 
the  additional  insurance  added  to  a  policy  is  calculated  by 
reference  to  the  preliminary  calculation  of  the  cash  dividend. 
In  other  words,  whatever  the  cash  dividend  will  purchase  is 
put  down  as  the  additional  insurance,  and  it  is  put  down  at  the 
nearest  dollar.  And  in  this  particular  case,  it  came  in  even 
dollars,  thirty  dollars  you  will  notice,  there  are  no  cents  in 
this  letter.  All  even  dollars.  The  dollars  came  to  thirty 
dollars.  If  it  had  been  carried  out  to  cents  it  would  have 
been  about  the  same  thing,  not  very  much  difFerence,  and  the 
reason  is  this,  that  on  a  paid  up  policy,  if  you  always  give  the 
same  percentage  of  reserve  for  a  cash  dividend,  you  have  prac- 
tically got  to  give  a  stationary  additional  insurance,  because 
the  cost  of  the  additional  insurance  corresponds  to  the  reserve 
of  the  paid  up  policy,  whatever  the  reserve  of  the  paid  up 
policy  is,  at  age  30.  Suppose  a  certain  reserve  purchased  a 
thirty  dollar  dividend  at  age  30,  this  reserve  being  the  cash 
value  of  the  dividend,  you  understand.  Suppose  a  certain  cash 
value  of  the  dividend  purchased  a  certain  addition  at  age 
thirty,  the  addition  for  the  cash  value  of  the  dividend  is  the 
same  percentage  as  the  increase  reserve  at  age  thirty-one,  then 
it  must  necessarily  purchase  thirty  dollars  at  age  thirty-one. 

In  other  words,  with  the  same  percentage  of  an  increasing 
reserve,  you  have  a  stationary  amount  of  additional  insurance, 
and  you  wiU  find  that  in  all  these  paid  up  policies,  the  history 
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of  theifi,  that  for  a  number  of  years  the  additional  insurance 
is  stationary  while  the  cash  dividends  which  purchase  that  addition 
is  gradually  and  slightly  increasing  along  with  the  reserve,  that 
being  the  same  percentage  of  the  reserve  each  year,  therefore, 
as  long  as  the  same  percentage  of  the  reserve  is  used,  the  cash 
value  ought  to  be  unifonn.  That  accounts  for  the  uniformity 
during  these  four  or  five  years  you  spoke  of  to  me.  This  being 
a  paid  up  policy  ever  since  the  year  1887,  when  the  last  premium 
was  paid,  I  think  that  concerning  that  particular  policy,  there  is 
corapa,ratively  little  to  be  said,  excepting  the  explanation  T  have 
given  in  general  about  paid  up  policies.  Now,  this  other  policy 
is  in  Iowa.  ' 

Q.  Will  you  just  state — ^you  said  this  other  policy — will  you 
give  us  the  number,  so  that  the  record  may  correspond  with  the 
letters.  A.  The  first  policy  relates  to  No.  19'3,85Y.  That  is  the 
one  that  had  thirty  dollars  for  several  years.  The  policy  No. 
239,053  is  an  ordinary  life  policy.  It  is  not  a  paid  up  policy. 
This  is  an  ordinary  life  policy  issued  at  age  25  in  1883.  This 
gentleman  has  paid  his  premiums,  I  presume  he  has  paid  them  in 
full,  I  forget  whether  he  said  he  had  paid  them  in  full  or  not, 
but  he  'has  paid  them  from  the  beginning  and  has  to  pay  them 
until  his  death. 

Q.  The  premium  rate  is  given  from  Mr.  Memming's  letter. 
A.  Yes,  the  premiaim  rate  is  given.  It  is  six:teen  dollars,  ninety- 
one  cents.  He  has  had  a  dividend  every  year  since  thai  policy 
was  issued,  it  'being  a  participating  policy.  It  is  not  much  of  a 
dividend,  but  it  is  a  dividend.  The  present  non-participating 
rate  at  age  twenty-five,  which  was  his  age  when  he  was  insured 
for  a  life  policy,  without  dividends  at  all  is  seventeen  dollars 
thirty-Seven  cents  on  a  thousand  dollars,  which  is  forty-six  cents 
raOre  than  the  amount  whidh  he  pays  as  a  premium,  and  on  that 
sixteen  dollars,  ninety-seven  cents,  the  smaller  premium,  he  has 
been  getting  dividends  every  year  without  exception. 

BY  THE- CHAIRMAN: 

Q.  I  did  not  trndetstand  yoti.  Did  you  say  the  present  is  seven- 
teen dollars  and  some  cents.     A.  Seventeen  dollars  thirty  cents. 

Q.  And  what  has  he  been  paying?  A.  Sixteen  dollars  ninety- 
one  cents,  less  dividends.  The  non-participating  rate  of  this 
company  and  most  of  the  other  companies  doing  business  is 
seventeen  dollars,  thirty-seven  cents,  and  that  is  what  we  have 
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charged  to  anybody  who  came  to  us  to  ask  for  a  policy  with- 
out dividends  at  all,  and  yet  this  gentleman  has  been  getting 
a  policy  on  which  the  premium  was  sixteen  dollars  and  ninety- 
one  cents,  and  has  been  getting  a  dividend  every  year.  It  will 
be  easily  seen  that  with  that  ereat  reduction  of  premiums  in 
1879  and  continiied  until  1885,  the  policyholders  could  not  expect 
much  of  a  dividend,  and  as  a  matter  of  fact,  they  have  not 
got  much,  and  as  I  said  yesterday,  these  policyholders  and 
policyholders  with  paid-up  policies,  have  been  not  only  the  ones 
who  have  written  niunerously  to  the  committee,  but  have  written 
most  to  the  company  concerning  their  dividends.  The  holders 
of  paid-up  policies  have  a  substantial  point  to  talk  about,  concern- 
ing the  dividends  being  decreased  owing  to  the  rate  of  interest. 
They  did  not  know  what  the  reason  was,  and  as  a  rule  they  have 
been  satisfied  when  the  matter  has  been  explained  to  them.  The 
holders  of  other  policies  show  a  little  decrease. 

BY  THE  CHAIRMAli!": 

Q.  Before  you  leave  that  one,  have  not  his  dividends,  small 
as  they  are,  progressively  decreased,  although  they  are  still 
declared?  A.  That  is  what  I  was  coming  to.  These  dividends 
on  the  low  rate,  as  small  as  they  are,  have  been  about  the  same 
since  1894.  That  is,  the  addition  has  been  two  dollars  every 
year  until  1901,  and  then  for  two  years  it  was  three  dollars,  and 
for  the  last  two  years  it  is  two  dollars.  Practically  the  same 
amount  of  addition,  although  the  addition  costs  a  little  more  as 
a  man  gets  older,  and  the  cash  value  is  perhaps  a  little  greater,  but 
it  has  been  substantially  stationary  for  the  last  ten  years. 

BY  ME.  McKEElST: 

Q.  In  that  connection,  will  you  explain  how  it  is  that  the 
tendency  may  be  to  cause  a  diminution  of  dividends  as  men  get 
older.  There  seems  to  be  a  very  general  impression  reflected  in 
a  great  deal  of  the  correspondence  received  by  the  Committee,  that 
as  a  man  gets  to  be  old  and  has  paid  a  larger  amount  into'  the  com- 
pany, his  dividends  should  progress  accordingly.  A.  There  is  no 
doubt  in  my  judgment,  that  if  the  circumstances  and  the  business 
continues  uniform,  that  the  older  a  man  gets  the  larger  should 
be  his  dividends,  though  not  necessarily  the  larger  amount  of 
insurance.  When  a  man  gets  to  be  sixty-five  or  seventy,  or 
seventy-five  years  old,  the  purchase  of  the  additional  insurance 
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costs  a  good  deal  of  money,  and  the  increasing  cash  dividend  might 
at  those  ages  produce  a  diminishing  insurance,  but  in  a  general 
way  certainly  the  cash  dividends  ought  to  increase  if  the  circum- 
stances were  the  same. 

Q.  You  spoke  about  desiring  to  add  something  further  about 
Mr.  Clarke's  letter?  A.  Oh,  Mr.  Clarke  has  one  of  those  policies 
at  low  rate.  From  1894  to  1903,  that  is  to  say,  ten  years,  solid 
successively,  there  was  an  annual  increase  in  the  cash  dividend 
on  Mr.  Clarke's  policy.  His  cash  dividend  in  1894  —  shall  I 
read  the  dividends,  Mr.  McKeen  ? 

Q.  Well,  we  have  them  all  read  on  the  record.  A.  I  will  put 
them  on  the  record  by  reading  them. 

Q.  They  are  in  the  record,  are  they  not?  A.  The  cash  divi- 
dends or  only  the  insurance? 

Q.  The  whole  letter  was  read.  A.  I  am  not  sure  that  he 
stated  in  his  letter  the  amount  of  the  cash  dividends. 

MR.  HUGHES:    Yes,  he  did,  on  page  2. 

THE  WITNESS:  Correct.  Well,  I  will  take  it  from  the 
letter,  the  cash  dividends  had  increased  from  1894  to  1903 
steadily.  Now,  in  1903,  the  following  year,  1904,  there  was  a 
reduction  on  all  policies.  Mr.  Clarke's  low  rate  and  everybody 
else.  Every  policy  throughout  the  company  had  a  reduced  rate 
in  1904.  There  was  a  reduction  in  the  cash  value  of  the  dividends 
from  1903  to  1904.  That  was  the  last  dividend  paid  on  any  pre- 
mium paid  by  Mr.  Clarke.  After  that  in  1905,  came  the  dividend 
on  the  paid-up  insurance,  and  that  is  exactly  one-tenth  of  one  per 
cent.  cash. 

Q.  You  mean  1895,  don't  you?     A.  In  1905. 

Q.  This  year?  A.  This  year.  The  cash  dividend  in  1905  is 
exactly  one-tenth  of  one  per  cent,  on  the  reserve  of  his  policy,  being 
a  paid-up  policy.  That  shows  a  great  dropping  off  in  1905,  be- 
cause his  policy  has  become  a  paid-up  policy,  the  last  premium  hav- 
ing been  paid  1903.  In  1903,  he  paid  his  last  premium  and  in 
1904,  he  received  his  last  dividend  on  a  premium,  and  in  1905,  he 
received  his  first  dividend  on  a  paid-up  policy,  and  that  is  as  I  said 
before,  one-tenth  of  one  per  cent.,  which  is  a  very  low  figure. 

Q.  Mr.  Clarke  has  written  recently  to  the  newspapers  on  this 
subject  and  I  will  read  two  paragraphs  of  a  letter  from  him,  pub- 
lished in  the  Evening  Post  of  Monday  of  this  week. 
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"As  contractor  and  as  payer  of  premiums  he  has  no  more  interest 
than  the  policyholder  in  a  pure  stock  company  in  the  question 
whether  the  company  makes  profits  or  not,  and  in  the  distribution 
of  profits,  but  as  a  member  of  the  corporation,  he  like  the  stock- 
holder in  a  pure  stock  company  has  a  vital  interest  in  these  things." 

Then,  another  paragraph    is  as  follows: 

"As  the  right  to  share  in  the  profits  comes  not  from  the  com- 
pany, but  from  the  membership  in  the  company,  the  dividends 
distributed  ought  to  be  identical  with  the  dividend  principles  which 
is  in  the  case  of  a  pure  stock  company,  that  is  the  dividend  ought 
to  be  proportionate  to  the  investment.  Each  policyholder's  share 
of  the  total  amount  to  be  divided  ought  to  be  in  the  ratio  of  the 
premium  which  he  has  paid,  to  the  total  amount  of  premiums 
which  all  members  of  the  company  have  paid." 

What  is  your  answer  to  those  comments  of  Mr.  Clarke's?  A. 
I  think  Mr.  Clarke  is  the  first  person,  distinguished  lawyer  as 
he  is,  the  first  person  in  the  universe,  who  has  ever  propounded 
that  theory.  He  forgets  that  out  of  his  first  premium  a 
considerable  portion  was  taken  to  pay  other  persons'  death 
losses.  He  calls  it  an  investment.  It  is  nothing  of  the  sort. 
It  is  a  premium  paid  to  meet  any  other  people's  death  losses  with. 
After  paying  the  death  losses  of  other  people  the  premium  is 
held  in  reserve  towards  paying  more  death  losses,  and  the  next 
year  a  lot  of  other  death  losses  are  assessed  upon  all  these 
policies,  and  in  short,  everybody's  premium  is  used  every  year 
towards  the  payment  of  the  death  losses  of  that  year,  either 
his  premium  or  the  reserve  derived  from  his  previous  premium. 
So  that  also  I  suppose  he  might  admit  that  it  was  his  duty  to 
contribute  something,  however  small,  to  wards,  expenses,  and  what- 
ever was  his  particular  contribution  towards  expenses,  surely  he 
would  not  regard  that  in  the  light  of  an  investment.  In  short, 
take  the  premium  that  a  man  pays,  and  add  it  to  the  premium  that 
he  pays  next  year  and  so  on,  to  say  he  has  invested  so  much  in  the 
company,  when  most  of  it  has  been  used  for  death  losses  and  ex- 
penses, is  a  thing  which  is  now  heard  of  for  the  first  time  in  the 
history  of  life  insurance. 

Q.  Of  course  it  has  been  shown,  and  it  appears  in  the  published 
statements  of  the  company,  that  the  expenses  of  your  company 
and  the  expenses  of  many  other  companies  are  very  great,  not 
only  for  the  matter  of  getting  new  business,  agency  commissions, 
and  so  on,  but  the  expenses  for  the  conduct  of  the  business  are 
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so  great  as  to  attract  a  great  deal  of  public  criticism.  Can  you 
briefly  state  wkat  figure  the  increase  of  expenses  cuts  in  the 
matter  of  reduction  of  dividends  to  policykolders,?-  It  h,a^  beeji 
said,  for  example,  and  many  letters  bave  been  shown  to  us  writteij 
to  agents  of  your  company,  stating  that  the  real  explanation  of 
the  diminution  of  dividends  in  certa,in  years  in  the  loss  in  the 
rate  of  interest  realized.  It  has  been  represented  that  that  was 
substantially  the  explanation.  A.  There  are  various  causes  for 
a  general  reduction  of  dividends  in  the  past  twenty  years  in  all 
companies.  The  companies  which' paid  the  very  largest  dividends 
twenty  years  ago  may  still  be  paying  the  largest,,  but  those  com- 
panies, without  exception,  have  suffered  con,siderable  diminutions 
in  the  meanwhile.  I  would  like  to  read  an  extract  here  from  a 
publication  by  an  extremely  conservative  company,  called  the  Con- 
necticut Mutual.  The  annual  report  on  page  '7,  the  report  for 
1904  of  the  Connecticut  Mutual  Life  Insurance  Company  says: 
"One  of  the  principal  events  for  us  during  the  past  year  has  been 
the  decision  of  your  directors  that  in  consequence  of  the  conditions 
which  have  been  progressively  developing  for  the  past  ten  years 
and  more,  it  was  no  longer  expedient  to  draw  so  heavily  upon 
past  accumulations  of  surplus  in  order  to  maintain  the  high  scale 
of  dividends  which  has  obtained  since  1881,  and  that  it  was  ex- 
pedieiit  to  reduce  dividends  to  conforni  more  nearly  at  least  to 
the  present  ability  to  earn  surplus.  Sii),ce  1898  we  have  used 
current  accumulations  and  have  also  drawn  upon  the  then  surplus 
to  a  very  large  amount  in  order  to  postpone  as  long  a,s  might  be 
any  reduction  in  dividends." 

In  other  words,  since  1898  the  Connecticut  Mutual  states  that 
for  five  years  it  was  paying  as  dividends  more  than  it  earned  an- 
nually, drawing  upon  past  accumulations  to  make  it  good,  so  as  to 
avoid  a  reduction,  but  finally  they  found  it  a^bsolutely  necessary 
to  make  a  reduction.  That  company  is  one  which  of  all  others 
has  spent  less,  done  less  new  business,  spent  less  in  other  ways 
generally,  than  any  other,  and  notwithstanding  that  that  company 
lias  been  compelled  to  make  this  reduction.  I  do  not  doubt  that 
it  is  largely  due  to  the  reduction  in  the  rate  of  interest.  The 
Northwestern  has  made  a  heavy  reduction  in  its  dividends.  I 
have  not  followed  the  facts,  but  I  fancy  several  times  in  the,  last 
twenty  years.  There  is  no  company,  however  proud  it  may  be  of 
its  dividend  record,  that  has  not  had  Occasion  to  make  heavy  re- 
ductions in  the  last  twenty  years,  and  not  altogether  in  connection 
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with  interest.  There  is  one  item,  to  which  I  adverted  yesterday, 
which  has  had  a  considerable  effect,  the  progressive  liberality 
of  the  companies.  When  you  give  no  surrender  values  at  all 
you  make  a  large  profit  on  lapses.  As  I  said  yesterday,  the  ex- 
penses of  the  Mutual  Life,  and  1  dare  say  of  various  other  coin- 
panies  of  forty  or  forty  odd  years  ago,  were  regularly  paid  oul 
of  the  profits  on  lapses.  All  the  expenses  of  every  description. 
Twenty  or  thirty  jesas  ago  only  a  portion  of  the  expenses  were 
paid  out  of  profit  on  lapses.  But  the  profit  on  lapses  then  were 
much  greater  in  proportion  to  the  business  and  have  been  greater 
actually  than  they  are  now.  Now,  with  a  very  much  larger  busi- 
ness, immensely  larger  business,  the  profits  on  lapses  so-called 
profits  on  lapses,  do  not  enable  the  Mutual  Life  to  pay  more  than 
one-sixth  or  one-seventh  of  its  expenses.  And  when  I  say  so- 
called  profits  on  lapses,  I  Avant  to  be  understood  this  way,  that 
whereas  formerly  all  policies  ceasing  to  pay  premiums  lost 
their  reserves,  which  were  forfeited  to  the  company  and  were 
called  profits,  for  many  years  past  there  has  been  a  total  forfeiture 
only  in  the  case  of  policies  lapsing  before  they  have  paid  three 
premiums.  Policies  lapsing  after  paying  one  or  two  premiums 
get  nothing.  After  the  third  premium  they  get  a  surrender  value. 
ISTow,  also  these  surrender  values  after  three  premiums  are  much 
greater  now  than  they  used  to  be  ten  or  twenty  years  ago.  So 
there  has  been,  you  may  say,  for  forty  years  a  progressive  diminu- 
tion in  that  form  of  profits  or  that  source  of  surplus.  I  might 
go  further  and  say  this,  as  a  matter  of  record,  that  after  three 
years  the  Mutual  Life  regularly  pays  out  for  actual  surrendered 
policies  85  per  cent,  of  the  reserve  on  those  policies  on  the  average, 
and  on  policies  which  are  not  surrendered,  but  are  merely  reduced 
-  in  amount  by  reason  of  non-payment  of  premium,  the  valuation 
is  a  considerably  larger  proportion  of  the  reserve  on  limited  pay- 
ment of  life  policies  which  dropped  one-half  or  one-third  after  a 
certain  number  of  years  payments.  The  reserve  on  the  paid-up 
which  is  kept  in  force  is  fully  equal  to  the  reserve  on  the  original 
policy,  so  there  is  no  profit  at  all  in  that  case.  In  short,  the 
profits  of  the  Mutual  Life  on  all  its  business  more  than  three 
years  old  are  certainly  not  greater  than  ten  per  cent,  of  the 
reserve.  Less  than  three  years  old  it  is  an  illusory  profit.  The 
profit  does  not  really  exist,  because  it  consists  of  reserves  which 
the  company  has  not  really  retained  out  of  the  premiums  and  eX' 
penses  of  the  first  year,  but  have  put  up  to  meet  the  legal  liability 
and  taken  down  again  when  tlie  policy  drops  out,  but  there 
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is  not  any  real  profit  made  out  of  tkat  policy  excepting  so  far  as 
you  may  say  that  the  agent. has  made- a  profit  by. payment  of  his 
commission  and  the  advertising  people  have  made  a  profit  by 
advertising,  and  the  doctors  have  made  a  profit  by  payment  of 
their  fees,  but  the  company  as  a  whole  has  not  made  a  profit  out 
of  these  policies  which  lapse  in  one  or  two  years.  So  that  that 
particular  source  of  surplus  has  been  dwindling  steadily,  and 
particularly  during  the  past  few  years.  Of  course  where  the 
company  guarantees  a  higher  cash  value  on  recent  policies  than 
it  did  on  the  earlier  policies,  that  is  going  to  be  taken  into  account 
in  the  dividends.  It  is  not  intended  that  older  policies  are  going 
to  sufPer  for  giving  larger  guarantees  on  new  policies.  That 
ought  not  properly  to  occur,  and  will  not  occur.  But  nevertheless 
as  regards  the  company  as  a  whole  the  proportion  that  is  avail- 
able towards  paying  expenses  is  much  smaller,  and  progressively 
smaller,  as  regards  that  so-called  profit  from  laipses. 

Now,  then,  comes  the  question  of  expenses.  The  expenses  are, 
first,  payable  out.  of  profit  on  lapses.  There  is  not  other  proper 
or  conceivable  use  to  which  these  real  or  apparent  profits  could 
be  put  Other  than  the  payment  of  expenses  to  get  in  new, mem- 
bers. As  long  ago  as  1868  Elizur  Wright,  who  I  suppose  was 
as  conservative  a  man  as  ever  was  in  the  business,  stated  pub- 
licly and  with  emphasis  and  I  think  in  italics  in  print  his  strong 
and  positive  opinion  that  whatever  profit  resulted  when  he  sur- 
rendered his  policy  or  lapsed  his  policy,  the  company  should  re- 
tain an  amount  sufficient  to  pay  the  cost  of  replacing  the  risk 
withdrawn.  That  phrase,  enough  to  repay  the  cost  of  replacing 
the  risk  withdrawn,  I  think  are  his  identical  words,  in  1868.  And 
the  cost  of  putting  in  another  one  to  take  the  place  of  the  one 
that  has  gone  out  is  the  excuse,  the  reason,  and  explains  the 
necessity  for  a  surrender  charge,  in  other  words  for 
making  a  profit  out  of  lapses  and  the  surrender  charge 
is  the  technical  phrase,  for  making  a  profit  on  lapsed 
policies  or  surrendered  policies.  And  the  first  source 
from  which  the  company  can  obtain  moneys  for  obtaining  new  busi- 
ness is  from  surrendered  charges  or  profits  on  lapses  . 

Then  in  our  company  whatever  saving  is  made  from  the  risk  not 
being  up  to  the  table  is  also  applied  towards  payment  of  expenses. 
We  do  not  recognize  the  claim  on  the  part  of.  any  policyholder  that 
his  particular  policy  is  a  better  risk  than  the  average,  a  better  risk 
than  the  table,     A  great  many  policyholders  are  worse  x'isks  than 


Testimony  of  Emory  McClintoch.  1819 

the  table  calls  for,  no  question  about  that,  and  a  great  many  are  bet- 
ter, but  it  is  impossible  to  say  that  this  one  is  a  better  risk  or 
a  worse  risk.  We  know  it  is  true  that  there  are  more  good  risks 
than  bad  ones,  so  our  average  is  better  than  the  table,  but  as  re- 
gards those  good  risks  who  on  the  average  are  better  than  the  bad 
risks,  who  are  worse  than  the  table,  we  have  got  that  excess  of  good 
over  bad  by  medical  selection.  That  medical  selection  costs 
money.  The  medical  selection  is  supplemented  by  the  experience 
prepared  by  actuaries  and  others  are  obtained  from  other  com- 
panies, and  that  costs  some  money.  But  whether  it  costs  money, 
whether  it  costs  all  we  get  from  it  or  not,  the  point  is  that  what- 
ever is  gained  by  medical  selection  is  not  anything  for  which  the 
policyholder  himself  has  any  right  to  take  credit.  All  policyholders 
are  on  a  par  when  they  come  in.  A  company  succeeds  in  weeding 
out  a  lot  of  bad  risks,  and  therefore  getting  on  the  whole  an  aver- 
age of  better  risks,  including  some  bad  ones  undoubtedly.  Our 
position  is  that  whatever  we  can  gain  in  that  way  by  medical  selec- 
tion is  properly  to  be  used  towards  the  expenses  of  new  business, 
and  the  remaining  expenses  of  new  business  and  the  general  ex- 
pense of  the  old  business  is  then  assessed  upon  the  loadings,  so  we 
make  a  dividend  upon  the  loadings  to  all  the  policyholders,  the  rest 
being  used  for  expenses.  My  impression  is  that  there  is  a  certain 
larger  proportion  of  expenses  of  late  years  than  there  were  fifteen 
or  twenty  years  ago.  I  am  not  certain  that  that  proportion  is 
greater  than  it  was  five  or  ten  years,  but  I  think  there  is  not  much 
doubt  that  it  is  greater  than  it  was  fifteen  or  twenty  years  ago,  and 
I  fancy  you  Avill  find  that  is  the  case  with  nearly  every  company. 
It  costs  more  to  live.  ISTow  that  may  sound  foreign  to  life  insur- 
ance, but  the  average  payment  to  ofiicers  and  clerks  in  all  com- 
panies is  greater  than  it  was  twenty  years  ago.  Mr.  McCurdy  was 
reported,  I  don't  know  how  correctly,  as  saying  that  he  had  made 
a  reduction  in  the  pay  of  the  clerical  force.  That  is  not  the  case 
as  regards  individual  clerks.  No  individual  clerk  has  had  his  pay 
reduced  in  our  company.  On  the  contrary,  the  system  which  Mr. 
McGurdy  referred  to  is  a  system  of  regular  civil  service  gradation 
which  was  adopted  four  or  five  years  ago  at  his  instance  for  the 
purpose  of  saving  him  from  importunities  for  increase  of  pay. 
Bu  that  civil  service  graduation  gives  play  for  a  considerable  and 
proper  promotion  from  time  to  time  of  clerks,  and  as  fast  as  a 
vacancy  occurs  in  a  higher  grade  someone  from  a  lower  grade  who  is 
best  fitted  is  promoted  to  the  higher  grade^  with  higher  pay,  an(i  a 
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great  many  such  promotions  have  already  taJjen  place  in  the  last 
four  or  five  years,  and  th©  meantime  no  one  has  had  his  pay  re- 
duced and  quite  a  number  of  them  have  had  their  pay  increased  in 
accordance  with  civil  service  principles.  That  is  a  reform  which 
was  introduced  by  Mr.  McCurdy  four  or  five  years  ago,  which  ap- 
pears to  have  been  regarded  in  some  quarters  as  a  personal  reduc- 
tion in  the  salary  of  clerks. 

Q.  My  qu^tion  as  rather  intended  to  ascertain  from  yoU 

A.  Excuse  me,  I  did  not  quite  finish  what  I  was  going  to  say 
about  the  cost  of  living.  Agents  cost  more,  particularly  as  it 
is  usually  said  by  reason  of  competition,  but  I  am  inclined  to 
think  that  the  competition  is  to  some  extent  at  least  with  the 
butcher  and  the  baker.  It  seems  to  me  that  the  agents  have 
to  live  and  have  to  live  in  the  style  that  tfiey  ought  to  live 
in  or  else  they  will  quit  the  business,  and  that  the  cost  of  living 
affects  the  agents  and  affects  the  cost  of  getting  agents  just  as 
well  as  it  affects  clerk  hire  and  wages  of  people  who  biiild  houses 
and  everything  else. 

Q.  Of  course  we  perfectly  understand  that  life  insurance  is  not 
a  productive  industry,  it  is  a  great  method  under  which  people 
combine  in  such  a  way  that  those  who  are  fortunate  enough  to  live 
a  good  while  tax  themselves  for  the  benefit  of  people  or  the  families 
of  people  who  die  prematurely,  and  the  whole  business  is  an 
administration  and  collection  of  vast  sums  of  money  by  way  of 
premiums  to  enable  the  central  office  or  agency  to  make  these  pay- 
ments of  death  losses.  It  is  not  to  be  judged  as  a  great  institution' 
for  profit  and  the  use  of  the  word  profit  and  dividends  I  think  we 
all  feel  has  been  rather  perverted,  but  it  would  certainly  seem, 
Mr.  MeClintock,  from  the  diminution  of  dividends  of  late  years 
that  for  some  reason  or  other  the  companies  were  either  spending 
too  much  or  getting  too  little. 

And  the  point  upon  which  the  Committee  desires  enlighten- 
ment, if  that  be  the  tendency,  something  must  be  done  to  check  it. 
It  seems,  does  it  not,  to  be  obvious  that  if  the  tendency  is  to  the 
diminution  of  dividends,  that  is  of  the  reduction  of  income  as  com- 
pared with  the  expanses  to  such  a  point  that  you  have  nothing  to 
pay  back,  if  that  goes  on,  there  will  come  a  time  when  the  reserves 
will  be  intrenched  upon.  The  question  is,  whether  that  is  in  fact 
the  situation,  or  whether  you  think  the  ejjisting  rates  of  premiums 
are  sufficient  with  proper  administration  to  enable  these  companies 
safely  to  go  on  and  meet  all  these  obligations  ?  A.  There  is  no 
company  in  my  judgment  that  is  fitted  better  thaij  the  Mutual 
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Life  at  this  moment,  assijming  that  it  were  desirable  to  limit  the 
business  to  the  present  volume,  there  is  no  company  in  the  world 
better  fitted  to  go  on  carrying  itself  at  its  present  magnitude  of 
insurance,  and  producing  insurance  at  the  lowest  possible  cost. 
The  Mutual  Life  is  particularly  strong  in  that  respect,  as  com- 
pared with  at  least  its  two  greatest  competitors.  You  will  see  on 
the  face  of  it,  from  the  explanations  made  by  the  comjpany  itself, 
that  the  system  of  reserve  of  the  Mutual  Life  is  such  that  a  larger 
proportion  is  reserved  toward  dividends  on  policies  not  yet  en- 
titled to  a  dividend,  than  is  held  in  the  New  York  Life  whose 
ambition  has  been  to  extend  its  business  to  the  utmost  of  its  power. 
ISTow,  I  do  not  say  that  that  ambition  of  extending  its  business  is 
to  be  condemned,  because  that  company  again,  should  it  ever  come 
to  a  standstill,  will  have  a  still  broader  basis  on  which  the  further 
business,  or  you  may  say  the  stationary  business  will  be  carried 
on,  and  the  broader  the  basis  unquestionably,  the  cheaper  can  be  the 
assessment  of  expenses  to  each  policy.  As  compared  with  the 
Equitable,  the  Mutual  Life  is  burdened  with  very  few  renewal 
commissions.  On  the  bulk  of  its  business  to-day  it  pays  no  re- 
newal commission  whatever.  On  the  remainder  the  renewals  are 
running  out  this  year  and  next  year  and  will  be  entirely  run  out  in 
half  a  dozen  years.  The  company  has  been  changing  its  system  by 
which  it  will  pay  no  renewal  commissions.  Now  I  have  a  calcula- 
tion which  is  at  the  service  of  the  Committee  by  which  I  estimate 
that  the  renewal  commissions  paid  by  the  Equitable  are  merely  a 
deferring  of  the  cost  of  new  business,  and  that  they  thereby  defer  a 
cost  which  if  paid  to-day,  would  represent  over  fifty  per  cent, 
of  the  first  premiums.  In  other  words,  to  the  agents  of  the 
Equitable  alone,  if  they  paid  their  agents  for  the  work  they 
do  to-day,  without  deferring  it  and  making  it  a  charge  on 
future  business,  if  they  would  pay  for  the  business  when  it  is 
done,  as  it  ought,  to  be  for,  they  would  save  in  their  liability 
for  annual  commissions  on  these  very  policies  which  are  issued 
to-day,  at  least  fifty  per  cent,  of  the  first  commission  and  perhaps 
sixty  per  cent,  or  more. 

Now,  if  you  add  that  to  the  fifty  per  cent  of  commission  which 
is  paid  according  to  the  testimony  and  then  add  the  other  ex- 
penses of  pushing  the  business,  including  the  liter^tilre  and  the 
advertising  and  the  rest  of  it,  you  will  find  that  not  only  is  it 
costing  tliat  company  as  much  as  it  cost  the  Mutual  life,  but  also 
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that  they  are  laying  up  a  very  great  liability  which  the  Mutual 
Life  is  not.  In  other  words,  the  Mutual  Life  is  free  from  a  great 
liability  in  the  future,  for  renewal  commissions,  which  the  Eqiii- 
table  and  many  other  companies,  including  some  of  the  best  in  the 
country,  are  suffering. from. 

Q.  Well,  you  intimated A.  Now,  of  course  this  costs 

money.  To  get  the  company  into  this  situation  costs  money,  and 
the  expense  of  changing  the  'company's  system  from  a  renewal 
system  to  a  system  without  the  renewals  is  in  the  transition  cause 
a  temporary  increase  of  expense,  and  when  I  speak  of  there  being 
no  greater  proportion  of  expense  now  than  there  was  a  few  years 
ago,  I  wish  to  say  in  1904  there  was  distinctly  an  increase  over 
1903,  but  this  temporary  increase  I  have  been  assured  by  Mr. 
Dexter,  or  his  department,  that  the  increase  of  immediate  ex- 
penseiiis  only  temporary  and  that  the  compa'ny  will  gain  at  a  cost 
no  greater  than  the  first  year  than  it  has  accustomed  to  pay  under 
the  general  agency  system,  and  save  the'  entire  renewal  com- 
mission. 

Q.  Something  was  said  by  you  about  the  arrival  of  these  great 
companies  at  soriie  point  when  they  will  cease  to  get  new  busi- 
ness. Have  you  given  that  much  thoiight?  A.  I  am  a  great 
crank  on  the  subject. 

Q.  If  I  am  hot  mistaken,  twenty'  years  ago  the  Mutual  Life 
announced  its  intention  of  ceasing-  to  take  new  business  Ai^hen 
its  gross  assets  should  reach  one  hundred  millions  of  dollars. 
Do  you  recollect  such  a  thing  as  that?     A.  ~No,  not  quite  that. 

Q.  What  was  it  that  occurred,  and  in  what  respects  are 
you  a  crank  on  that  subject?  A.  Since  I  came  to  the  Mutual 
Life  the  history  on  that  subject  has  been  this.  In  1891  there 
was"  a  good  deal  of  talk  among  officers  of  companies  in  regard 
TO  the  competition,  and  the  desirability  of  reducing  the  com- 
petition, and  thereby  benefiting  the  companies  by  reduction  of 
expense  and  securing  of  a  better  class  of  business.  '.  .lat  is, 
These  three  companies  have  been  for  a  great  many  years  pretty 
niiich  on  an  equality,  until  of  late  the  ISTew  York  Life  has  been 
df  ing  a  good-  deal  larger  business  than  the  others.  But  for  a 
number  of  years  there  was  pretty  active  competition  and 
there  was  no  question  among  the  managers  of  these  companies 
as  to  the  desirability  of  slacking  iip  on  the  competitioh.  Ac- 
cordingly, I  think  in  1891  or  1S92,  I  forget  which,  with  the  con- 
sent of  Mr.  McCurdy,  I  went  to  Mr.  Hyde  and  to  Mr.  McCall 
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^vho  had  then  just  come  into"  the  presidency  of  the  New  York 
Life  and  suggested  the  feasibility  in  the  interest  of  the  policy- 
holders and  of  the  smaller  companies  as  well  as  of  the  larger  com- 
panies that  there  should  be  a  legal  limitation  upon  the  amount  at 
risk  in  any  one'  company,  and  I  suggested  that  the  amount  to 
which  the  company  [should  be  a  legal  limitation  upon  the  amount 
at  risk  in  any  one]*  Mr.  Hyde  hesitated.  His  company  was  then 
getting  on  a  little  faster  than  the  others.  I  put  this  point  to  him. 
I  said,  "  Mr.  Hyde,  you  told  me  in  18 — ,  well  possibly  twenty 
years  before,  in  the  seventies,  he  told  me  his  ambition  was  to  make 
the  Equitable  the  largest  company  in  the  world,  and  then  to  make 
it  the  best  company.  I  said,  "You  have  succeeded  in  making  it  the 
largnst  company,  and  you  have  the  largest  amount  of  insurance. 
Why  don't  you  begin  to  make  it  the  best  company?"  Meaning 
by  that  the  company  in  which  there  was  the  smallest  proportion 
of  poor  business  taken,  and  the  smallest  proportion  of  expense 
for  taling  what  business  was  taken,  thereby  reducing  the  cost 
to  the  policyholders,  and  securing  the  best  class  of  business.  It 
struck  him  and  he  agreed  to  my  suggestion  that  it  would  be 
well  to  have  a  law  passed  making  the  limitation  one  thousand 
million  dollars.  And  Mr.  McCall  of  the  New  York  Life  received 
it  joyfully.  The  New  York  Life  at  that  time  was  below  the  other 
two  companies.  And  a  bill  was  introduced,  but  before  it  got 
very  far,  Mr.  Hyde  changed  his  mind,  he  did  not  like  it.  Some 
of  his  people  objected  to  it.  He  could  not  stand  for  it.  And, 
in  short,  it  was  dropped,  the  other  companies,  not,  of  course, 
wishing  to  appear  to  be  controlling  Mr.  Hyde  by  getting  a  bill 
passed  to  which  he  objected.  About  the  same  time,  either  before 
or  after  that  happened,  Mr.  McCurdy  published  in  the  annual 
report  to  the  policyholders  at  the  beginning  of  1892,  a  resolution 
which  had  been  adopted  by  the  Board  of  Trustees,  or  possibly 
communicstted  to  the  Board,  as  his  resolution  for  the  ensuing 
year,  I  forget  how  that  was,  stating  that  as  an  experiment  for  the 
year  1892  the  company  would  limit  its  business  to  one  hundred 
millions  of  paid-for  business,  and  then  he  expressed  some  objec- 
tion to  the  then  universal  custom  of  counting  up  business  that  was 
written  and  not  paid  for,  as  part  of  the  insurance  of  the  company. 
I  think  that  is  the  first  published  expression  against  that  practice. 
The  old  practice  was  to  count  everything  that  was  written  whether 
it  was  paid  for  or  not.  That  was  put  in  the  annual  report  to  the 
policyholders  at  the  beginning  of  1892. 

*  So  appears  in  original. 
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Q.  You  mean  one  thousand  millions,  do  you  not?  A.  One 
hundred  millions  of  new  paid-for  business  for  that  year. 

Q.  For  that  year?  A.  For  the  year  1892,  as  an  experiment. 
Not  for  the  total  amount  of  insurance  in  force;  for  the  new  busi- 
ness to  be  done  that  year.  And  his  idea  was,  if  it  worked  suc- 
cessfully, to  probably,  continue  it  in  the  future.  And  that  report 
contained  that  statement  and  contained  good  reasons  for  the  de- 
sirability of  slackening  up  in  the  pace,  and  so  on.  At  the  end  of 
the  year  the  company  had  done  just  about  a  hundred  million 
dollars,  but  there  came  a  special  season,  which  everybody  con- 
nected with  the  company  desired  to  pay  honor  to,  and  that  was 
tl:e  nltieth  anniversary  of  the  company's  existence.  The  company 
was  formed  early  in  1843,  and  early  in  1893  it  was  intended  to 
have  a  general  jubilatipn.  The  Agency  Department  considered 
that  the  existing  aggnts  could  do  a  good  deal  more  business  with- 
out very  much  more  pay,  and  whatever  pay  tl>ere  v^as  purely  on  a 
commission  bas.is,  so  as  to  get  more  business  out  of  the  existing 
force  and  at  a  lower  cost,  provided  they  made  use  of  the  semi- 
centeimial,  as  a  jubilee  effprt  to  extend  the  business  lis  rapidly  as 
possible,  so  the. one-hundred  million  doH^-r  Hiuitatiou  was  not  con- 
tinued during  1893,  and  since  then  it  has  be,en  pretty  regularly 
exceeded,  and  I  thiijlf  largely  exceeded. 

But  all  the  same,  in  1900  again  M^r.  IVIcCurdy  publicly  ex- 
pressed himself.  I  say  again,  possibly  for  the  first  tim,e,  I  don't 
know  whether  it  was  the  first  time  lie  evej-  said  anything  in 
public,  but  I  think  he  did  express  hinaself  publicly  in  19JD0  in 
favor  of  the  proposition  of  a  legal  lind|tation  to  .the  amount  of 
risk.  And  Mr.  Alexander  and  Mr.  McCall  and  Mr.  McCurdy  — 
they  all  gave  me  their  agreement.  I  went  around  to  see  tijem 
with  Mr.  McCurdy's  approval.  They  all  gave  their  agreejn,ent 
to  the  introduction  of  a  bill  and  the  bill  was  accordingly  intro- 
duced, I  think  early  in  1901,  by  Senator  Brackett  for  the  limita- 
tion of  risks  of  life  insurance  to  fifteen  hundred  millions  of  insur- 
ance, that  no  company  should  exceed  that  amount  of  insurance. 
Th^n  the  jSTew  York  Life  at  that  time  was  gettipg  on  a  little 
more  rapidly  than  the  rest  and  l\Ir.  Perkins  Avas  heard  from  and 
Mr.  McCall  yielded  to  Mr.  Perkins'  argument  and  requested  that 
the  bill  be  not  pushed  any  further,  and  the  bill  was  not  pushed 
any  furthjer.  Mr.  McCall  referred  to  this  whole  question  the 
other  day  as  having  "been  brought  up  with  a  vieiy  of  limiting  the 
New  York  Life,  whereas  orignally,  the  first  effort  tjiat  was  made, 
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if  it  was  intended  to  limit  anybody  in  particular,  it  was  intended 
to  limit  Mr.  Hyde  and  the  Equitable.  But  he  probably  did  not 
recall  the  first  effort.  The  effort  in  1901  might  fairly  be 
described  as  an  effort  to  limit  the  New  York  Life  first,  and  the 
point  that  was  made  with  him  against  that  objection  which  he 
approved  of  at  first  was  that  the  company  which  first  reached  the 
limit  would  then  have  the  first  chance  to  grow  out  to  the  fullest 
extent  in  every  other  way  including  the  dividends  to  the  policy- 
holders. Now  I  think  I  have  given  the  history  of  the  question 
of  limitation.  Senator  Brackett^s  bill  is  on  file  and  I  think  it 
is  a  very  good  bill.  Of  course  if  any  such  thing  were  tried  in 
the  future  the  limit  would  have  to  be  increased,  because  the  com- 
panies have  already  gone  beyond  that  limit. 

Q.  We  are  to  understand  then  that  you  favor  legislation  limit- 
ing the  total  amount  of  insurance  that  shall  be  carried  ?  A.  I 
think  that  would  be  one  excellent  system  of  producing  good  re- 
sillts.  I  do  not  know  that  it  is  the  only  one,  and  I  do  not  mean 
to  name  it  as  the  only  possible  system  that  I  could  think  of,  but 
if  that  were  proposed  by  the  Committee  I  am  certain  that  the 
•Mutual  Life  would  receive  it  with  favor. 

Q.  You  said  something  about  this  offer  to  get  rid  of  the  re- 
newal commissions,  and  the  Mutual  Life  was  exchanging  its 
agency  system,  probably  as  I  understood  you,  with  that  in  mind. 
Is  it  not  a  fact  that  the  distribution  of  commissions  so  that  an 
agent's  commissions  depend  to  some  extent  upon  renewals  has  a 
tendency  to  prevent  lapse  on  the  part  of  the  policyholders  ?  A. 
There  is  no  such  tendency,  in  fact  it  is  quite  the  other  way. 

Q.  It  would  certainly  seem  that  the  fact  that  the  agent 
had  an  interest  in  the  renewal  of  a  policy-  would  lead  to  his 
bringing  about  courage  on  the  part  of  a  policyholder.  A. 
The  facts  so  far  as  they  have  ever  been  traced  by  any  company, 
including  to  my  knowledge  the  Northwestern,  the  New  York 
Life  and  the  Mutual  Life  are  that  wherever  there  is  a  volume 
of  business  which  has  paid  the  second  premium,  and  where  the 
custom  is  to  have  the  general  agent  get  renewal  commissions, 
and  whenever  that  volume  of  business  has  been  changed  so  that 
the  agent  ceases  to  collect  the  renewals  and  has  it  collected  through 
banks  or  otherwise  or  through  branch  offices,  the  experience  of 
these  companies  has  been  invariably  and  without  exception  that 
the  payments  are  made  more  promptly  and  satisfactorily  than 
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they  are  through  the  agents.  I  make  an  exception  on  the  seconJ 
year.  The  collection  of  premiums  on  the  second  year  is  on  the 
whole  made  more  closely  if  you  have  an  agent  to  look  after  it, 
but  there  is  not  much  difference.  This  thing  I  can  state  for  a 
fact  in  the  Mutual  Life,  that  the  collections  made  since  we  have 
been  on -what  wejjall  the  salary  basis,  where  nobody  has  any 
interest  in  the  renewals,  the  collections  made  in  all  those  dis- 
tricts which  represent  one-half  of  our  business  are  made  more 
closely  and  the  persistence  is  greater  than  they  were  made  in  the 
same  districts  under  the  general  agency  system  where  there  was 
an  interest  in  the  renewals. 

I  want  to  say  further  that  this  peculiar  point — ^because  it  is 
a  peculiar  thing,  it  is  a  paradox — that  this  peculiar  fact  that 
the  interests  of  agents  tends  to  slacken  up  persistency  and 
to  destroy  persistency,  if  you  please,  in  comparison,  instead 
of  increasing  it,  this  peculiar  fact  that  agents  are  no  good 
towards  increasing  persistence  was  brought  out  very  forcibly 
by  Mr.  John  McCall  in  his  address  in  1898  before  the  Na- 
tional Convention  in  Milwaukee,  of  which  I  presume  you  have 
a  copy.  You  will  find  that  stated  very  emphatically  by  Mr. 
McCall  as  the  experience  of  his  company,  that  the  collection 
of  renewal  premiums  through  branch  oiHces  was  decidedly  more 
prompt  and  accurate  than  through  agents. 

Q.  You  have  given  us  an  interesting  and  instructive  statement 
of  your  method  of  computing  dividends  when  they  become 
apportionable  under  the  system  of  deferred  dividend  policies. 
The  Committee  is  in  possession  of  information  of  this  kind.  A 
number  of  people  have  taken  out  or  attempted  to  take  out  and 
think  they  have  done  so  at  the  same  time  policies  which  they  have 
assunied  to  be  substantially  similar  in  three  or  four  of  the  large 
companies  for  a  period.  It  appears  that  some  of  them,  the  same 
individuals  taking  those  policies  out,  have  got  at  the  expiration  of 
the  period  twice  as  much  from  one  of  the  companies  as  from  the 
other.  The  variation  is  so  great  as  to  absolutely  preclude  the 
supposition  of  the  possibility  of  the  accuracy  of  determination. 
T  suppose  we  may  readily  infer  from  information  of  that  kind 
that  very  great  differences  exist  between  actuaries  in  their  meth- 
ods of  computing  these  dividends,  or  would  you  attribute  the 
difference  entirely  to  the  course  of  business  of  the  company?  A. 
There  may  be  some  differences  owing  to  differences  of  methods  of 
computation,  but  chiefly  I  should  attribute  it  where  there  is  a 
marked  difference  steadily  continuing  on  all  policies,  to  differ- 
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ences  in  the  circumstances  of  the  companies.  What  companies 
do  you  refer  to? 

Q.  "Well,  the  Mutual  was  not  included,  but  we  have  a  letter 
from  a  gentleman  who  took  out  three  policies  of  this  kind 
at  the  same  time  in  the  ISTorthwestern,  the  ISTew  York  Life  and 
the  Equitable.  I  do  not  think  I  can  for  the  moment  put  my 
hand  upon  the  letter,  but*  at  the  expiration  of  the  period  the 
dividend  apportioned  to  him  by  the  Northwestern  Mutual  I  think 
was  very  much  greater  than  that  apportioned  by  the  other  com- 
panies. I  understand  you  to  say  that  while  there  are  differences, 
that  you  think  substantially  the  same  method  of  computation 
rirevailed?     A.  I  do  not  think  so. 

Q.  In  that  connection  I  will  have  marked  for  identification  a 
paper  called  an  equitable  method  of  keeping  the  account  of  de- 
ferred dividends,  which  I  understand  was  read  by  Mr.  Weeks 
of  the  New  York  Life  last  week  at  the  Congress  of  actuaric)? 

(Paper  marked  Exhibit  297  for  identification.) 

Q.  Have  you  read  that  paper  or  did  you  hear  it?  A.  I  heard 
it  re.td. 

Q.  We  shall  probably  ask  Mr.  Weeks  on  that  subject  later, 
but  while  you  are  upon  the  stand  it  occurs  to  me  it  would  be 
well  to  call  your  attention  to  his  method  of  computing  dividends, 
and  ask  if  you  have  any  comment  to  make  upon  it?  A.  Well,  it 
is  distinctly  different  from  the  method  pursued  in  the  North- 
western, and  different  also  from  the  method  pursued  in  the  Mu- 
tual Life.  The  method  pursued  in  the  Northwestern  is  substan- 
tially identical  as  regards  the  principle  with  that  pursued  in  the 
Mutual  Life,  viz.,  to  take  account  of  the  annual  dividends  which 
might  have  been  given  with  this  exception,  that  the  Northwestern 
carries  this  computation  on  during  the  whole  term  of  the  dividend 
period,  while  the  Mutual  Life  does  not  make  any  computation 
of  the  kind  until  the  end  of  the  term.  But  when  it  does  make  a 
computation  at  the  end  of  the  term  it  makes  it  on  the  same  terms 
as  the  Northwestern.  The  Equitable  and  New  York  Life,  you 
may  say,  have  carried  out  the  old  tontine  system  in  a  certain  modi- 
fied way,  which  is  different  from  the  system  of  following  the 
annual  dividend  which  I  introduced  in  the  Northwestern,  and 
which  I  have  continued  to  follow  with  this  variation  in  the  Mu- 
tual Life,  and  which  I  think  is  also  followed  to  some  extent  in 
the  Penn  Mutual  of  Philadelphia  and  the  Home  Life  of  New 
York.     I  think  they  pay  attention  to  the  annual  dividends  in 


1828  Legislative  Insurance  Investigation. 

determining  the  final  amount  of  the  final  dividend  on  one  of 
these  long-term  policies.  The  New  York  Life  and  Equitable,  I 
think,  pay  no  attention  to  the  annual  dividends  unless  in  a  general 
way  to  see  that  in  eqTiity  the  long-term  policies  ought  to  have 
more  than  the  amount  of  the  annual  dividends.  I  suppose  they 
must  have  some  connection  in  that  way,  but  their  system  of  calcula- 
tion, as  I  understand  it,  while  not  the  same  between  themselves, 
is  nevertheless  based  upon  the  original  tontine  fund,  which  was  a 
form  of  fund,  to  put  all  the  -premiums  in  that  fimd,  and  then 
charge  the  death  losses  to  that  fund  and  charge  the  expenses  in  that 
class  against  that  fund,  and  then  by  and  by  when  the  time  is  over 
find  out  what  is  remaining,  with  a  proper  accumulation  of  interest, 
£ind  divide  it  among  the  survivors.  That  is  what  you  may  call  the 
tontine  system,  and  I  think  they  both  practiced  that  in  theory, 
t;nd  in  a  general  way  without  agreeing  on  the  details. 

Q.  Do  I  understand  that  the  ISTorthwestern  has  gone  back  to 
the  annual  dividend  plan  ?  A.  The  ISTorthwestern  Mutual  is  said 
to  have  gone  back  entirely  to  the  annual  dividend  system  for  the 
following  reason:  A  number  of  years  ago  it  occurred  to  the 
company  to  kill  two  birds  with  one  stone,  which  is  sometimes  a 
good  thing  to  do  when  you  are  trying  to  get  people  to  insure,  to 
give  them  an  option ;  go  they  made  their  policies  in  such  a  way  that 
the  policyholder  who  wanted  an  annual  divid&nd  policy  got  it  in 
the  standard  policy  of  the  company.  If  he  wanted  a  fifteen-year 
dividend  policy  or  twenty-year  dividend  policy  he  got  that  in  the 
same  policy.  And  he  had  to  exercise  an  option  at  the  end  of  two 
years  as  to  whether  he  would  take  the  deferred  dividend  system 
or  continue  on  the  annual  dividend  systen,  their  first  dividend 
being  given  at  the  end  of  two  years.  If  he  chose  to  take  the  annual 
dividend  he  could  take  it,  and  if  not  he  could  leave  it  alone,  and 
it  became  the  deferred  dividend  policy.  So  their  agents  were 
able  to  say,  ISTow,  sir,  whether  you  like  an  annual  dividend 
policy  or  whether  you  like  a  deferred  dividend  policy,  in 
any  case  you  take  this  policy,  and  have  your  choice  after  two 
years.  And  they  pushed  that  for  a  number  of  years  with  this 
resiilt,  that  the  policy  holder  may  have  had  in  the  beginning  any 
quantity  of  prejudices  in  favor  of  a  deferred  dividend  policy,  but 
when  it  came  to  the  end  of  the  two  years  and  they  told  hira  that 
instead  of  paying  one  hundred  dollars  he  could  pay  ninety  dollars 
by  using  the  annual  dividend  of  ten  dollars  towards  it,  or  he 
could  leave  that  ten  dollars  in  the  company's  hands,  and  have  the 
whole  thing  deferred  for  twenty  years,  the  number  of  people  who 
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preferred  the  ten  dollars  in  the  hand  to  the  deferred  dividend  in 
the  bush,  so  to  speak,  was  immensely  greater  than  those  that  left 
them  to  be  deferred,  so  that  my  impression  is  that  it  was  over  95 
per  cent,  who  took  the  annual  dividend  when  the  amount  was 
stated  to  them,  and  used  it  to  pay  the  premium  with  rather  than 
ihrow  it  back  and  let  it  accumulate.  Now,  then,  this  being  the 
result  with  that  method  of  presenting  it  after  two  years,  without 
any  particular  presentation  of  the  deferred  dividend  itself,  thus 
there  grew  up  a  tradition  in  that  office  that  the  public  infinitely 
preferred  the  annual  dividend  policy,  and  did  not  care  anything 
about  the  other,  because  their  experience  showed  that  95  per  cent, 
took  the  annual  dividend  when  they  got  a  chance  to  get  it. 

THE  CHAIEMAlSr:  The  hour  of  our  adjournment  has  ar- 
rived, and  we  think  we  understand  that  situation  from  your  reply 
so  far.     The  Committee  will  take  a  recess  until  2.15. 


'AETEE  EECESS. 

EMOEY  McCLIlSTTOCK,  resumed. 
BY  ME.  McKEEIT: 

Q.  It  has  been  brought  to  the  attention  of  the  Committee 
that  the  large  so-called  industrial  life  insurance  companies  have 
reached  an  agreement  among  themselves  regulating  the  amounts  of 
commissions  to  agents,  making  it  uniform,  preventing  the  rivalry 
in  the  matter  of  getting  aAvay  the  agents  of  one  company  by  an- 
other. Has  any  effort  of  that  kind  been  made  in  the  large  — be- 
tween the  large  life  insurance  companies,  the  regular  life  insur- 
ance companies,  do  you  know?  A.  It  is  possible  but  I  have  not 
heard  of  it;  it  would  not  come  to  me  only  by  hearsay. 

Q.  Has  the  matter  received  your  attention,  the  feasibility  of 
a  system  of  keeping  separate  accounts  with  each  policy  as  to  its 
earnings  year  by  year,  without  committing  the  company  in  any 
way  to  the  payment  of  those  accumulations  —  has  that  received 
consideration?     A.  On  deferred  dividend  policies  you  mean? 

Q.  On  deferred  dividend  policies  ?  A.  That  is  what  I  supposed 
I  was  doing  while  I  was  in  the  JSTorthwestern ;  I  thought  I  was 
arranging  in  such  a  way  that  there  would  be  no  liability  created, 
Svhile  at  the  same  time  there  would  be  a  fair  indication  to  tin; 
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policyholder  in  case  he  asked  for  it  hew  the  case  stood,  but  it  ap- 
pears it  has  been  decided  later  that  I  only  siieceeded  in  creating  a 
liability. 

Q.  Of  course  we  understand  you  very  frankly  to  express  your 
views  to  be  what  might  be  called  laissez  faire  as  to  legislation. 
Is  it  your  judgment  that  the  less  legislation  regulating  the  de- 
tails of  insurance  the  better  ?  A.  That  is  substantially  my  view. 
I  think  there  should  be  legislation  requiring  close  scrutiny  and  a 
certain  amount  of  judgment  exercised  by  government  oihcials  on 
the  results  of  the  scrutiny  and  it  may  be  there  are  certain  details 
of  procedure  that  would  be  so  generally  recognized  as  proper  that 
it  would  be  fair  to  make  them  the  subject  of  a  law,  but  so  far  as 
companies  differ  fairly  and  honestly  and  with  equal  justice  to  the 
public  in  their  methods  of  procedure,  it  would  be  injurious  to  the 
business  to  interpose  any  restriction  or  rules  or  tracks  for  the  com- 
pany to  run  on. 

Q.  And  of  course  it  goes,  without  saying,  that  you  favor  free- 
dom, great  freedom  of  contract  as  possible  between  individual 
applicants  for  insurance  and  the  corporation?  A.  There  are 
some  conceivable  contracts  which  would  be  of  a  fraudulent  nature 
and  utterly  forbidden.  When  anything  of  that  kind  comes  up 
and  is  found  to  be  obnoxious  to  the  mind  of  the  legislator  or  of 
government  officials  having  those  matters  in  charge  so  that  they 
should  present  it  to  the  legislature,  it  seems  to  me  anything  like 
distinctively  improper  contracts  should  be  forbidden. 

Q.  You  do  not  consider  there  is  any  objectionable  element  in 
the  nature  of  gambling  in  the  deferred  dividend  system?  A.  No, 
sir. 

Q.  And  I  presume  you  would  protest  against  legislation  making 
the  declaration  of  dividends  at  stated  periods  compulsory?  A. 
Oh,  I  should  not  protest.  I  think  it  would  be  unwise,  but  it 
seems  to  me  that  that  is  a  matter  which  could  be  safely  left  to  the 
law  of  supply  and  demand. 

Q.  I  think  that  when  we  were  discussing  the  question  of 
the  first  dividends  you  intimated  that  you  had  something 
further  to  say  affirmatively  in  behalf  of  that  system  that  you 
did  not  say  in  answer  to  the  specific  questions  put  to  you  predi- 
cated upon  the  recommendations  of  the  Frick  Committee. 
Have  you  anything  further  to  say  favorable  to  that  system  or 
commenting  upon  it?  A.  I  ought  to  say  that  my  ideal  would  be 
the  system  which  is  in  use  in  England  by  which  dividends  are 
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made  at  stated  times — it  makes  very  little  difference  what  the 
periods  are — dividends  payable  in  insurance  connected  with  the 
policy  and  payable  as  an  additional  amount  after  death  or  at  the 
end  of  an  endowment  period,  leaving  the  amount  to  be  paid  by 
the  insured  limited.  'Sow,  that  system  I  believe  is  pretty  uni- 
versal in  England  with  this  somewhat  recent  modification,  that 
the  British  companies  most  of  them  at  least  do  permit  policy- 
holders to  draw  upon  the  value  of  their  original  insurance  in  case 
they  desire  to  use  it,  but  they  do  not  give  them,  as  I  understand 
it,  the  entire  value;  they  give  them  a  surrender  value  which  in- 
volves some  surrender  charge;  in  other  words  the  policyholder 
does  not  get  as  he  does  in  this  country  the  entire  cash  value  of 
his  dividend  in  case  he  elects  to  surrender  the  insurance  dividend 
and  use  cash  instead  of  it.  That  is  to  say  the  British  companies 
make  it  to  the  policyholder's  interest  to  leave  his  dividends  in  the 
form  of  insurance  as  they  originally  declared.  That  system  ap- 
pears to  me  to  be  the  best  for  the  insured,  namely  increasing  his 
insurance,  giving  all  that  his  money  pays  for,  and  thereby  in- 
creasing the  amount  paid  to  his  beneficiaries.  Now,  the  systems 
in  this  country  have  got  away  from  that,  and  particularly  in  the 
Mutual  Life,  although  we  still  make  an  annual  dividend  policy 
in  the  form  of  insurance — we  do  give  them  the  full  original  value 
in  cash  if  they  ask  for  it,  so  that  there  is  practically  no  advantage 
to  the  insured  in  leaving  the  dividends  for  his  beneficiaries;  he 
gets  all  there  is  in  it  if  he  takes  the  cash,  and  to  that  extent  we 
have  departed  from  the  disadvantage  of  the  business,  and  of  the 
insured,  from  the  English  system.  I  do  not  think  it  would  be 
easy  to  reintroduce  the  English  system  for  our  regular  annual 
dividend  policies,  for  the  very  reason  that  the  public  and  policy- 
holders are  so  accustomed  to  take  annual  dividends  in  cash.  At 
the  same  time  it  may  be  possible  to  devise  some  slight  modifica- 
tion which  will  make  it  satisfactory  and  acceptable,  and  I  should 
like  to  see  it  done.  In  the  meantime  the  deferred  dividend  sys- 
tem has  some  of  the  advantages  of  the  English  system  in  a  quite 
marked  measure;  to  be  sure,  the  advantage  is  deferred,  it  does 
not  begin  at  the  first  dividend  as  it  does  in  England,  but  it  is 
deferred  say  for  twenty  years,  but  when  the  twenty  years  comes 
the  dividend,  is  available  in  increased  insurance  or  in  various 
other  ways  according  to  the  election  of  the  policyholder;  the 
policyholder  who  has  reached  such  a  period  and  who  has  never — 
either  never  got  an  estimate  which  was  too  laj'ge  or  had  for- 
gotten, is  certain  to  be  pleased  at  the  results  of  his  policy;  ^s 
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matter  of  fact  a  good  many  policyholders  have  addressed  the  com- 
pany expressing  pleasure  with  the  results  of  a  fifteen  y,ear  divi- 
dend policy;  they  have  received- — ^in  fact  on  a  fifteen  year  dividend 
policy  about  70  per  cent,  more  than  the  mere  hare  amount  of  the 
annual  dividends  would  have  come  to. 

Of  course,  this  seventy  per  cent,  includes  interest  allowances 
as  well  as  j^rofit  allowances,  but  they  do  get  seventy  per  cent, 
more  at  the  end  _of  fifteen  years,  than  they  would  have  gotten 
in  cash  had  they  taken  it  right  along  during  those  years  in  the 
form  of  annual  dividends;  and  the  application  of  a  small  annual 
dividend  to  reduce  the  annual  payment,  while  it  is  unquestionably 
satisfactory  at  the  moment,  and  may  help  at  a  pinch,  if  paying 
the  premium  is  pinching,  as  it  sometimes  is,  it  is  not  so  satis- 
factory in  the  end,  as  the  receipt  of  a  considerably  larger  sum  at 
the  end  of  fifteen  years  or  the  increase  of  the  insurance  by  corre- 
spondingly.  greater  amounts  for  the  benefit  of  the  family  and 
the  presentation  of  that  sort  of  argument  has  had  the  effect 
throughout  the  country  of  making  the  deferred  dividend  system 
unusually  popular;  while,  on  the  other  hand  the  dissatisfaction 
a  good  many  people  have  had  over  the  estimate  which  they  have 
received  from  agents  not  being  met  at  the  time  of  the  termina- 
tion, has  created  in  the  past  in  all  the  companies  practising  that 
system,  a  certain  public  dissatisfaction,  so  that  it  is  now,  by  no 
means,  so  generally  popular  as  it  was  ten  or  twenty  years  ago. 
But,  at  the  same  time,  it  is  still  largely  popular,  and  as  far  as  it 
is  popular  it  results  in  the  end  in  good  effect  for  the  insured 
or  for  his  family.  The  advantage  to  the  company  as  distinguishel 
from  the  insured,  although  whatever  advantages  the  company 
advantages  the  insured  and  vice  versa,  the  advantage  to  the  com- 
pany is  first  that  it  does  not  have  to  find  a  cash  dividend  at  the 
end  of  the  first  year  in  addition  to  putting  up  the  reserve,  which 
was  one  of  the  matters  which  has  been  spoken  of  to-day,  and 
yesterday,  as  a  difficulty  in  the  way  of  all  companies,  and  par- 
ticularly of  the  younger  and  smaller  companies.  I  think  you 
will  find  that  the  younger  companies  and  smaller  companies  quite 
generally  have  preferred,  for  that  reason,  the  deferred  dividend 
system,  to  the  annual  dividend  system;  they  have  found  it  diffi- 
cult enough  to  make  up  the  reserve,  and  those  companies,  how- 
ever, which  practiced  the  preliminary  term  plan  which  was 
talked  of  yesterday,  have  to  some  extent  relieved  themselves  of 
the  reserve  difficulty,  and  I  fancy  quite  a  number  of  them  made 
annual  dividends  either  along  with  deferred  dividends,  or  with- 
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out.  The  advantage  to  the  company  in  having  a  uniform  pay- 
ment by  the  policyholder  is  considerable.  Mr.  McCall  referred 
to  that  in  his  testimony.  A  policyholder  who  makes  a  uniform 
payment  pays  what  he  expects  to  pay,  but  if  instead  of  paying 
one  hundred  dollars  annually,  he  is  looking  for  a  nice  little  divi- 
dend to  reduce  his  cash  payment,  he  may  be  looking  for  fifteen 
dollars  when  he  only  gets  thirteen,  maybe  looking  for  twelve  dol- 
lars when  he  only  gets  ten  and  a  half,  and  whenever  that  hap- 
pens there  is  irritation;  it  is  a  small  affair  to  make  an  irritation, 
but  it  exists,  and  the  popular  answer  to  that,  of  course,  is  that 
there  ought  not  to  be  any  smaller  dividends  than  a  man  expects, 
but  the  actuaries,  as  well  as  all  the  other  officers  of  the  com- 
pany, and  agents  above  all,  are  only  too  anxious  to  make  the 
largest  dividends  possible  under  the  circumstances,  but  they  can- 
not always  increase,  so  that  while  McCall  made  the  statement 
about  that  which  was  taken  to  imply  that  he  objected  to  annual 
dividends,  because  annual  dividends  were  bound  to  be  so  small 
as  to  create  dissatisfaction,  I  do  not  think  that  was  his  point. 
I  think  his  point  was  that  any  annual  dividends  which  were 
steadly  and  regularly  increased,  were  likely  to  be  satisfactory, 
but  when  the  time  came  that  the  increase  did  not  come,  then 
there  was  dissatisfaction,  and  all  this  incidental  dissatisfaction 
of  that  kind  may  be  entirely  obviated  if  the  premium  is  paid 
uniform  right  along,  as  it  is  in  England,  without  reduction.  And 
in  the  deferred  dividend  system  for  some  companies  there  is 
a  further  advantage.  You  must  understand,  and  no  doubt  you 
do  understand,  that  there  are  two  ways  of  dealing  with  the 
accumulation  on  these  deferred  dividend  policies.  One  is  to  lay 
by  what  is  practically  equivalent  to  the  amount  of  the  annual 
dividends  that  would  have  been  declared,  and  the  other  is  to  lay 
by  a  considerably  smaller  amount  and  use  the  difference  in  ex- 
tending the  business.  For  companies  practising  upon  that 
system,  which  is  an  entirely  intelligible  system,  and  if  it  could 
be  kept  up  forever,  would  undoubtedly  be  sound,  they  have  the 
further  advantage  of  having  the  little  additional  fund  to  draw 
upon  for  the  extension  of  their  business.  I  have  not  formulated 
any  regular  argument  on  the  subject  and  I  might  think  of  some 
other  points  perhaps,  but  that  is  about  what  I  think  at  present. 

Q.  It  appeared  here  from  the  testimony  of  several  other  wit- 
nesses connected  with  the  other  companies  that  a  very  large  pro- 
portion of  policyholders  would  hold  these  deferred  dividend  poli- 
cies at  the  expiration  of  the  period,  the  time  of  getting  their 
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deferred  dividends  and  quit  the  company;  they  accept  the  divi- 
dend in  cash  and  take  the  surrender  value  of  their  policy,  and 
terminate  their  relations  with  the  company.  How  is  it  with  tlie 
Mutual  in  that  respect  ?   A.  It  does  not  exceed  thirty  per  cent. 

Q.  Very  much  less  apparently  than  in  some  of  the  other  com- 
panies? I  have  heard  that  in  some  other  companies  it  runs  as 
high  as  two-thirds  or  three-quarters. 

Q.  You  don't  yet  know  what  the  result  will  be  in  the  expiration 
of  your  first  issue  of  twenty  years  ?  A.  I  have  no  doubt  it  will  be 
the  same. 

Q.  How  do  you  account  for  that  difference?  A.  I  account  for  it 
by  the  fact  that  the  other  companies,  or  at  least  some  of  them, 
are  accustomed  to  notify  the  policyholder  to  surrender  his  policy 
by  sending  him  a  statement  of  the  amount  of  his  surrender  value. 
In  the  Mutual  Life  we  send  a  statement  of  the  amount  of  divi- 
dend, and  he  takes  the  dividend,  and  if  the  agent  worries  him  to 
take  a  new  policy  he  surrenders  the  dividends  but  does  not  sur- 
render the  policy.  I  cannot  ascribe  the  great  difference  that  exists 
to  any  other  cause  except  the  difference  made  in  the  presentation  to 
the  policyholder. 

Q.  Of  course,  the  deferred  dividend  policyholder  has  during 
the  term  given  to  his  beneficiaries,  his-  widow  or  wife  and  chil- 
dren, the  benefit  of  insurance  on  his  life,  and  had  he  died  during 
that  period  they  would  have  had  the  benefit  of  life  insurance; 
but  doesn't  it  strike  you  as  an  unfortunate  thing  to  encourage 
a  man  who  has  lived  through  the  period  to  get  out — isn't  it  con- 
trary to  what  has  been  called  the  philanthropic  idea  of  life  in- 
surance? A.  My  view  of  that  is  shown  by  the  fact  that  I  do  not 
encourage  the  sending  out  of  notices  to  tell  them  how  much  they 
can  get  if  they  get  out. 

Q.  So  far  as  the  philanthropic  part  of  life  insurance  is  con- 
cerned, it  is  highly  desirable,  is  it  not,  that  those  who  are  in- 
sured should  continue  insurance  until  death?  A.  It  is  desirable 
from  every  point  of  view,  insurance  and  otherwise. 

Q.  Why  is  it  then  that  some  of  those  other  companies  seem  to 
encourage  the  surrender  of  the  policies  at  the  expiration?  A.  I 
thinik  that  is  an  excessive  way  of  putting  it.  I  doubt  whether 
any  company  would  imagine  for  a  moment  that  it  was  encourag- 
ing surrenders;  I  fancy  that  the  companies  in  question,  some  of 
them,  at  least,  are  bound  by  the  terms  of  their  contract  to  supply 
those  figures. 
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Q.  It  woiild  be  your  opinion  it  would  be  unwise — an  unwise 
course  of  business?  A.  To  lay  a  street  on  the  suirender  of  tbe 
whole  policy  in  my  judgment  would  be  very  unwise;  and  more 
than  that  I  have  time  and  again  talked  over  with  people  in  my 
office,  and  with  people  in  the  Mutual  life  generally,  and  people 
of  other  companies,  the  possibility  of  eliminating  the  cash  sur- 
render value  feature  in  securing  applicants  for  policies  of  this 
kind,  not  to  make  any  special  advantage,  cash  surrender  value 
at  the  time  when  the  dividend  period  matures.  It  seems  to  me 
that  a  stright  policy  with  reasonable  surrender  values,  with  the 
mere  accumulation  of  a  dividend  up  to  that  period  ought  to  be 
sufficient  inducement  to  get  people  to  take  policies,  and  then  if 
they  want  to  surrender  they  can  surrender  either  then  or  any 
time  after  as  it  suits  them,  biit  not  particularly  in  connection  with 
the  payment  of  the  dividend.  It  seems  to  me  that  the  payment  of 
the  dividend  at  the  end  of  the  period  and  the  discussion  of  a  cash 
surrender  value  ought  to  be  entirely  separated. 

Q.  Do  you  happen  to  remember  in  round  figures  what  the  gross 
assets  are  of  some  of  those  English  companies,  the  larger  ones? 
A.  Oh,  no;  I  cannot  remember  that. 

Q.  Do  any  of  them  approach  the  quantity' of  assets,  the  value 
of  the  assets  of  the  three  or  four  great  companies  in  the  United 
States?    A.  Nowhere  near  approach  it — ^very  much  smaller. 

Q.  Can  you  give  us — of  course  we  can  probably  get  those  fig- 
ures— ^but  do  you  happen  to  recall  approximately?  A.  About 
eighty  millions  would  be  the  largest. 

Q.  Eighty  millions  of  gross  assets.  Do  you  happen  to  recall 
what  the  salaries  paid  are  in  England  to  the  heads  of  the  com- 
panies?   A.  I  have  no  information  on  that  subject. 

MR.  McKEEIST:  Well  we  can  get  that  information.  Has  the 
Oommittee  any  questions  .to  put  to  Mr.  McClintock.  I  want  to 
say  there  were  quite  a  number  of  questions  put  by  Mr.  Hughe? 
to  Mr.  McCurdy  the  other  day  and  Mr.  McGurdy  referred  us  to 
the  actuary  for  a  more  lucid  answer  than  he  was  able  to  give,  and 
T  suggested  to  Mr.  Hughes,  if  he  probably  remembers  better  thai' 
I  do,  what  those  questions  were,  to  continue  the  examination  or 
those  lines. 

BY  THE  0HAIRMA:N': 

Q.  I  want  to  ask  Mr.  McClintock — 1  understand  you  to  sav 
there  were  two  ways  of  using  deferred  div^idends,  one  to  return 
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them  to  the  polic^'-holders  entire  aud  the  other  to  use  a  portion 
of  them  for  extending  the  business  of  the  company.  Do  I  under- 
stand you  aright?  A.  Yes,  some  companies  use  one  system  and 
some  the  other. 

Q.  Can  you  tell  me  which  companies  have  the  system  of  re- 
turning the  dividends,  so-called  deferred  dividends,  to  the  policy- 
holders and  Avhicli  have  the  other?  A.  I  beg  your  pardon,  I  mis- 
understood your  question,  I  am  afraid,  I  didn't  catch  all  that  you 
said;  I  would  like  to  have  that  first  question  repeated. 

Question  read  by  the  stenographer  as  follows: 

"I  want  to  ask  Mr.  McClintoek,  I  understand  you  to  say  there 
were  two  ways  of  using  deferred  dividends,  one  to  return  them 
to  the  policyholders  entire  and  the  other  to  use  a  portion  of  them 
for  extending  the  business  of  the  company.  Did  I  understand 
you  aright?  A.  I  have  to  take  back  my  answer  on  that  point- 
What  I  said  was  this :  That  there  are  two  ways  of  accumulatinjr 
the  money  out  of  which  iinally  to  make  dividends.  The  one  way 
is  to  accumulate  the  amounts  of  the  annual  dividends  or  what  is 
equivalent  to  that  and  the  other  way  is  to  work  on  the  original 
tontine  system  of  accumulating  only  what  remains  for  that  par- 
ticular class  of  policies  after  paying  out  expenses  and  death  losses 
out  of  the  premiums,  the  balance  being  accumulated  by  interest. 
This  latter  method  of  accumulation  ^produces  a  smaller  amount 
than  the  former  one,  and  the  difference  between  those  two  meth- 
ods of  accumulation  while  they  may  come  to  the  same  thing  in 
the  end  when  it  comes  to  pay  the  policyholder,  but  in  the  interim 
there  is  a  difference  in  the  accumulation  so  that  one  company 
will  accumulate  less  than  the  other  and  the  difference  may  be  used 
in  producing  new  biisiness. 

Q.  Which  of  the  companies  employ  the  latter  system?  A.  Thf 
system  of  accumulating  premiums,  less  expenses  and  death  losse:= 
and  allowing  for  interest,  is  followed  by  the  Equitable  and  New 
York  Life  and  I  fancy  by  a  considerable  number  of  smaller  com- 
panies. 

Q.  And  what  system  prevails  in  the  Mutual?  A.  The  Mu- 
tual accumulates  what  is  practically  equivalent  to  the  annual  div- 
idend and  the  Northwestern  does  so  openly,  I  think  also  the  Penn 
Mutual  and  the  Home  Life  of  New  York. 

THE  CHAIRMAN:  And  the  Mutual  Life  keeps  those  annual 
premiums  substantially  intact  without  at  least  as  matter  of  com- 
putation as  without  using  any  portion  of  it  for  extending  the 
business. 


? 
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BY  ME.  HUGHES: 

Q.  Mr.  McClintock,  what  was  the  total  realized  gain  of  the 
Mutual  Life  for  the  year  1904?  A.  According  to  the  gain  and 
loss  exhibit,  the  realized  gains  amounted  to  $6,624,676.84. 

Q.  How  was  that  amount  arrived  at,  that  is,  from  whnt  soun.e 
was  it  derived?  A.  It  was  derived  from  the  amount  of  money 
paid  for  death  losses,  being  smaller  than  the  expected  amount, 
from  the  amounts  paid  for  surrender  policies  being  less  than 
those  on  lapsed  policies;  from  the  interest  being  greater  thtix'i 
the  interest  after  maintaining  the  reserve  and  from  the  loading 
on  the  premiums  received  in  previous  years,  all  diminished  by 
the  expenditure. 

Q.  What  was  the  gain  in  mortality,  the  gain  for  mortality? 
A..  The  gain  for  mortality  was  $2,938,078.93. 

Q.  What  was  the  gain  for  surrendered  and  lapsed  policies? 
A.  $2,188,047.44. 

Q.  What  was  the  gain  from  surplus  interest?  A.  $2,803,- 
557.77. 

Q.  Was  there  a  gain  upon  the  loading  for  expenses?  A.  The 
entire  loading  may  be  regarded  as  a  gain,  and  the  expenios  come 
from  the  whole  amount  of  gain. 

Q.  Were  the  expenses  within  the  amount  of  the  loading?  A. 
No,  sir. 

Q.  To  what  extent  did  they  exceed  the  loading?  A.  To  the 
extent  of  $1,305,007.30. 

Q.  Then  you  took  the  three  items  of  gain  you  have  mentioned 
and  deducted  from  them  the  excess  of  expenses  over  the  loading, 
and  reached  as  the  net  gain  for  the  year  the  sum  of  $6,624,000 
that  you  mentioned?  A.  That  is  the  method  prescribed  by  the 
Commissioner  of  Minnesota. 

Q.  Is  that  the  method  you  adopted?  A.  li;  is  the  method 
adopted  by  me  in  accordance  with  the  Commissioner  of  Minne- 
sota. 

Q.  Did  you  include  that  in  your  realized  gains  for  the  purpose 
of  apportionment  of  dividends,  any  increase  of  market  value  of 
securities?    (Witness  nods.) 

Q.  Apart  from  the  $6,624,000  realized  as  gained  from  other 
sources,  what  was  the  gain  for  1904,  and  the  market  value  of 
securities  over  the  amount  at  which  they  had  been  previously 
carried?  A.  The  increase  in  market  value  from  the  end  of  1903, 
to  the  end  of  1904,  was  $9,169,958.20. 
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Q.  Making  the  total  gain  for  the  year,  including  the  increase 
in  market  value,  $15,794,000  ?    .^.  Yes. 

Q.  Was  any  part  of  the  increase  in  market  value,  to  wit, 
$9,169,000,  distributed  in  the  form  of  dividends?     A.  No. 

Q.  Is  it  the  practice  of  the  company  to  distribute  gains  in  mar- 
ket value  which  have  not  been  realized  by  sales  ?    A.  E"o. 

Q.  You  only  distribute  then  the  gains  from  other  sources  ?  A. 
I  want  to  say  this  —  I  do.  But  I  ought  to  say  this,  that  this 
large  gain  in  market  value  is  largely  the  result  of  the  great  fluc- 
tuation which  occurred  in  the  latter  part  of  1903,  by  which  there 
was  a  reduction  in  market  values  of  something  like  eight  million 
dollars,  if  I  recollect  right,  and  that  was  made  good  by  the  crisis, 
passing  over  and  the- market  values  coming  up  to  their  previous 
amounts  and  possibly  a  little  more. 

Q.  Taking  the  gain  apart  from  the  increase  in  market  value, 
to  wit,  $6,624,000,  how  much  of  that  in  all  was  used  for  the  pur- 
pose of  distribution  in  dividends?  A.  I  have  never  calculated 
that  i.i  this  particular  form,  but  I  should  estimate  it  to  be  about 
eight  hundred  or  nine  hundred  thousand  dollars. 

Q.  When  you  had  ascertained  the  gain  for  the  year  1904,  did 
you  then  set  aside  any  particular  amount  of  it  as  being  applicable 
to  the  deferred  dividend  policies  ?    A.  No. 

Q.  In  what  manner  did  you  ascertain  what  amount  of  it  could 
be  properly  apportioned  to  annual  dividend  policies?  A.  By 
comparing  the  sources  of  surplus  in  such  a  way  as  to  see  what 
kind  of  factors  ought  to  be  used  supposing  all  the  policies  were 
annual  dividend  policies,  and  applying  them  to  those  which  were 
annual  dividend  policies,  leaving  the  others  to  take  care  of  them- 
selves. 

Q.  Then  for  the  purpose  of  calculation  you  treated  all  the  poli- 
cies hypothetically  as  annual  dividend  policies?  A.  No,  I  did 
not  treat  the  other  policies  in  any  other  way,  even  hypothetically, 
excepting  to  make  a  calculation  of  the  total  amount  insured  and  an 
estimate  of  the  amount  of  annual  dividends  which  would  be  part 
of  the  whole.  If  they  had  annual  dividends — ^yes,  in  a  certain 
hypothetical  sense  you  are  right,  yes. 

Q.  Yes.  I  did  not  see  how  you  could  possibly  be  in  a  position 
in  subsequent  years  to  give  to  the  deferred  dividend  policyholders 
who  persisted  the  amount  of  the  annual  dividend  in  a  year  without 
having  calculated  within  that  year  the  amount  attributable  to  all 
policies,  if  they,  were  all  annual  dividend  policies.  A  That  is 
precisely  what  I  did  not  do. 
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Q.  Wliat  did  you  do?  A.  That  is  the  reason  I  hesitated  to 
answer.  What  I  did  was  to  frame  certain  factors  which  appear 
CO  be  just,  if  applied  to  all  policies,  without  calculating  the  amount 
which  would  go  to  these  other  policies,  and  applying  those  factors 
to  the  actual  annual  dividend  policies. 

Q.  How  did  you  get  these  factors  ?  A.  The  factors  were  got  at 
tentatively  by  using  the  dividend  factors  of  the  previous  year  and 
I  think  some  slight  modifications  were  made  on  those  of  the  prev- 
ious year  because  it  appeared  that  the  dividend  factors  for  the 
previous  year  would  make  rather  too  large  a  figure. 

Q.  How  did  you  get  at  the  factors  of  the  previous  year  ?  A. 
Similar  to  that  of  the  year  before.  I  ought  to  say  this,  however, 
that  every  now  and  then  I  do  make  a  summary  estimate  of  the 
amount  of  the  annual  dividends  on  all  the  policies  including  these 
deferred  dividend  policies  up  to  date,  so  as  to  see  that  we  have 
got  on  hand  enough  to  meet  them  in  case  we  were  called  upon  to 
pay  annual  dividends  up  to  date. 

Q.  What  is  the  last  year  for  which  you  have  actually  calculated 
the  amount  of  annua]  dividends,  that  is  to  say,  in  which  you  have 
actually  determined  the  factors  which  could  actually  be  used  for 
that  purpose?    A.  This  last  winter. 

Q.  You  mean  at  the  end  of  1904?     A.  At  the  end  of  1904. 

Q.  I  understood  you  to  say  that  at  the  end  of  1904  you  took 
the  factors  for  1903  with  some  modification?  A.  Yes,  the  cal- 
culation that  I  spoke  of  was  made  after  I  had  made  the  factors 
for  the  dividends. 

Q.  Did  you  make  a  calculation  of  factors  for  1903  ?     A.  Yes. 

Q.  Or  did  you  use  the  factors  for  1902  ?  A.  I  think  there  has 
been  a  slight  change  every  year. 

Q.  I>id  you  use  the  factors  for  1902  and  then  modify  them  ? 
A.  I  used  them  tentatively,  undoubtedly,  in  forming  the  original 
estimate,  and  then  made  some  slight  modifications. 

Q.  What  did  you  mean  a  moment  ago  by  saying  that  you  used 
the  factors  for  the  prior  years  with  a  modification?  A.  I  mean 
this,  that  the  interest  factor  is  continued  as  long  as  it  is  reasonable 
to  continue  it,  and  no  change  is  apparently  required. 

Q.  But  this  is  a  matter  of  exact  calculation  each  year,  is  it  not  ? 
A.  Not  as  regards  the  precise  figures  here. 

Q.  Why  should  it  not  be,  to  get  it  accurately  ?  A.  Because  the 
results  vary  from  year  to  year  and  the  dividends  should  go  on  a^ 
smoothly  and  harmoniously  as  possible. 
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Q.  Do  not  the  dividends  vary  with  the  result?  A.  They 
eventually  do,  of  course. 

Q.  Is  it  not  the  excuse  which  is  given  by  the  company  for 
diminution  of  dividends  that  the  results  require  it?  A.  When 
the  total  amount  of  annual  dividends  up  to  date  on  all  the  long 
term  policies  appears  to  me  to  be  getting  too  large  in  proportion 
to  the  amount  we  have  in  reserve,  then  it  appears  to  me  that  it  is 
time  to  make  a  distinct  reduction  in  some  form. 

Q.  How  does  that  appear  to  you  ?  A.  It  appears  to  me  when- 
ever I  make  that  calculation.  I  made  one  last  winter,  and  I  inade 
one,  I  think,  the  year  before,  and  then  one,  two  or  three  years  be- 
fore that 

Q.  Then  it  is  a  fact  that  last  year  at  the  end  of  1904  when 
you  actually  apportioned  the  dividends  you  did  not  do  that  upon 
an  exact  calculation  upon  the  gains  of  that  year  and  the  pro- 
portionate amount  of  such  gain,  to  which  the  different  policies 
were  entitled?  A.  On  the  contrary.  The  calculation  for  divi- 
dends was  made  early  in  N'ovember  and  the  results  of  the  year 
were  only  known  in  the  latter  part  of  January. 

Q.  So  that  when  you  made  the  calculations  for  the  dividends 
you  could  not  know  the  actual  results  of  the  year  ?  A.  I  could 
not. 

Q.  Then  you  took  the  calculations  for  1903  ?  A.  After  I  modi- 
fied them. 

Q.  Yes,  with  modifications.  What  modifications  did  you  pro- 
vide and  how  did  you  ascertain  them?  A.  My  recollection  is 
that  there  was  no  change  made  last  winter  in  the  interest  factor, 
no  change  at  all.  It  was  4  1-10  per  cent.,  the  same  as  it  was 
before. 

Q.  That  is  the  same  as  for  1903  ?  A.  Thcije  dividends  are  for 
1905,  you  understand,  that  were  made  last  winter,  that  was  the 
same  as  for  1904,  and  made  in  November,  1903,  and  then  as  re- 
gards the  element  from  the  loading,  that  there  was  a  slight  varia- 
tion made,  a  slight  reduction  all  along,  as  compared  with  policies 
of  the  same  duration  the  year  before. 

Q.  What  was  that  slight  deduction?  A.  Here  are  the  per- 
centages of  the  loading  used  this  year  and 

Q.  When  you  say  used  this  year  you  mean  used  last  I^ovember, 
for  the  year  1905  ?    A.  Used  last  JS^ovember  for  the  year  1905. 

Q.  What  was  the  percentage  used?  A.  On  policies  one  year 
old  it  was  27  per  cent. ;  on  policies  two  years  old  issued  in  1903 
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it  was  27  6-10  per  cent.     Upon  policies  issued  three  years  old  it 
was  28  3-10  per  cent. 

Q.  Without  going  through  the  list  will  you  explain  how  those 
percentages  varied  from  those  which  were  used  in  November, 
1903,  in  calculating  the  dividends  for  1904?  A.  My  recollection 
is  that  the  percentages  were  made  the  same,  for  the  policy  issued 
in  1889  I  think  the  percentage  is  the  same  as  used  in  both  years. 

Q.  How  was  it  in  all  the  other  cases?  A.  I  think  in  all  the 
years  it  was  the  same  excepting  the  more  recently  issued  policies. 

Q.  To  what  extent  did  it  differ  ?  In  what  years  or  cases  ? 
A.  Wherever  it  differed  there  was  an  increase. 

Q.  In  what  years  or  for  what  years  did  it  differ  ?  A.  It  dif- 
fered in  the  years,  perhaps,  from  1900  to  1904,  the  dates  of  issue. 

Q.  Have  you  got  the  figures  before  you  ?  A.  I  have  not  got  the 
previous  years'  figures,  no. 

Q.  How  did  you  establish  the  difference  or  correspondences, 
that  is  to  say  in  some  cases  it  was  exactly  the  same,  and  in  other 
cases  it  was  different?  A.  In  other  cases  there  was  a  slight  in- 
crease. 

Q.  How  did  you  get  at  the  amount  of  the  increase  ?  A.  It  was 
necessary  and  desirable  to  make  an  increase  on  these  earlier 
}ears  because  the  policies  issued,  in  1903,  if  I  recollect  right 
had  a  percentage  in  1904  of  27  per  cent.  E"ow,  here  the  policies 
issued  in  1904  have  a  percentage  in  1905  also  of  27  per  cent, 
which  is  the  same  as  the  first  year  of  the  previous  dividends. 
I  mean  the  previous  dividend  on  the  first  year's  insurance.  But 
if  you  take  the  year  1903  by  itself,  which  had  27  per  cent,  in  the 
previous  statement  it  was  necessary  and  proper  in  order  to  make 
anything  like  a  fair  gradation  to  bring  that  up  a  little  and  that 
accordingly  was  increased  from  27  up  to  27  6-10. 

Q.  How  did  you  determine  how  much  it  should  be  brought 
up  ?  A.  Only  such  a  way  as  to  make  a  regular  mathematical  in- 
crease. 

Q.  Yes,  but  how  did  you  get  at  the  amount  which  could  be 
properly  increased?  A.  The  amount  involved  in  this  change 
was  so  trivial  that  there  was  no  gross  way  of  determining  it.  It 
was  merely  a  matter  of  judgment. 

Q.  Merely  a  matter  of  judgment  ?  A.  Merely  a  matter  of  judg- 
ment. 

Q.  It  was  not  a  matter  of  exact  calculation?    A.  Not  by  any 

means. 
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Q.  jS^ow  with  regard  to  the  year  1902,  when  in  November  of 
that  year  you  calculated  the  dividends  for  the  year  1903  did  you 
have  the  result  for  the  year  1902  before  you?  A.  The  results 
for  the  year  1902  were  not  known  until  January  of  1903. 

Q.  So  your  calculation  for  the  year  1903  was  to  some  extent 
an  estimate,  a  matter  of  judgment?    A.  Yes. 

Q.  And  it  was  based  upon  what  you  had  lUowed  or  used  as 
factors  in  the  previous  years  with  such  modifications  as  your 
discretion  and  general  experience  suggested  ?    A.  Yes. 

Q.  Have  there  been  in  any  year,  in  calculating  dividends  which 
would  be  allowed  an  exact  determination  according  to  the  results 
of  the  business,  of  the  amount  mathematically  apportionably  to 
each  policy?  A.  Such  determination  is  physically  and  mathe- 
matically impossible. 

Q.  Is  it  because  you  make  it  before  you  have  the  results  in 
hand  ?  A.  It  is  physically  impossible  because  we  make  it  before- 
hand. 

Q.  Yes.  A.  And  is  morally  and  mathematically  improper  be- 
cause it  would  create  great  fluctuations  if  we  undertook  to  make 
each  year  an  exact  division  of  the  results  of  that  year. 

Q.  Well,  why  should  not  you  have  great  fluctuations  if  the  busi- 
ness itself  fluctuates?  A.  There  are  two  reasons  for  that.  The 
popular  reason  is  that  it  would  create  dissatisfaction  among  the 
policyholders.  They  would  not  understand  it.  The  mathematical 
and  ethical  reason  is  one  man  has  a  policy  issued  on  the  31st  day 
of  December  and  another  man  has  a  policy  issued  on  the  2d  day 
of  January,  two  days  afterward,  at  the  same  age  and  the  same 
premium  and  everything  else.  If  you  undertake  to  make  fluctua- 
tions according  to  calendar  years  you  will  have  the  man  who  gets 
his  policy  on  the  31st  day  of  December  getting  something  very 
widely  different  from  what  the  man  gets  who  has  his  policy  is- 
sued on  the  2d  day  of  January.  In  other  words,  our  business  runs 
not  according  to  calendar  years  but  policy  years.  These  policy 
years  interlace  like  that,  and  in  order  to  make  a  dividend  for 
the  policy  years,  you  undei'stand,  these  dividends  are  not  for 
calendar  years  but  for  policy  years 

Q.  Yes.  A.  The  dividend  on  a  policy  which  we  pay  on  the 
31st  day  of  December  on  a  policy  issued  the  31st  day 
of  December  previous  is  for  that  policy,  year  and  the  dividend 
we  make  in  July  for  a  policy  issued  the  previous  July  is  for  that 
policy  year  and  not  for  the  calendar  year.    The  dividend  we  make 
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for  the  31st  of  Decenaber  on  a  policy  issued  the  31st  of  De- 
cember, after  we  make  the  calculation  is  for  that  policy  year 
and  not  for  any  particular  calendar  year.  So  inasmuch  as  our 
business  is  done  by  policy  years  the  necessary  and  proper 
and  just  method  as  well  as  the  popular  system  and  the  one 
which  is  most  easily  explainable  to  the  public  is  that  they  shall 
be  made  with  as  little  fluctuation  as  possible. 

Q.  So  you  determine  the  results  of  your  business  for  con- 
venience by  calendar  years  and  then  make  such  adjustment 
as  is  necessary  to  give  the  policyholder  what  he  should  re- 
ceive for  his  policy  year?  A.  The  object  is  to  have  the 
results  of  calendar  years  so  adjusted,  so  made  uniform,  so 
freed  from  fluctuation  ais  to  produce  a  fairly  accurate  figure 
which  we  make  use  of  in  the  actual  dividen-ds  to  the  policy- 
holders from  year  to  year,  and  as  we  find  that  that  average 
after  getting  freed  from  fluctuations  is  going  up  or  down 
then  it  has  to  affect  the  dividend  to  the  policyholders  similarly. 

Q.  Is  it  possible  to  make  calculations  for  the  policy  years 
after  you  know  the  results  of  the  calendar  years  and  seek  to 
make  an  adjustment?  A.  That  was  tried  once  in  the  Mutual 
Life — I  forget  the  year — it  was  long  before  I  came  there,  but  in 
18 — well,  let  us  see,  1870  or  1871.  The  method  which  had 
been  introduced  by  Mr.  Homans  years  before,  which  was  to  make 
dividends  according  to  policy  years,  was  discovered  to  be  illegal. 
It  was  discovered  by  careful  examination  of  the  charter,  assisted 
by  the  unpopularity  of  Mr.  Homans  at  that  time — the  paying  of  a 
dividend  to  a  man  who  insured  in  December,  and  to  pay  him  a 
dividend  on  the  following  December  the  same  as  you  paid  the 
man  on  the  2d  of  January  to  a  man  who  insured  on  the  2d  of 
January  of  the  previous  year  was  a  gross  impropriety,  because 
it  did  not  follow  the  exact  results  of  that  calendar  year  ending 
on  the  previous  31st  of  December.  So  in  order  to  rectify  that 
impropriety  there  was  a  fearful  and  wonderful  effort  to  bring 
everything  up  to  the  end  of  the  calendar  year.  The  policy  issued 
in  December  got  a  small  dividend  and  the  policy  issued  in  January 
got  a  big  dividend.  That  was  carried  on  for  one  year  and  there 
was  such  an  everlastng  row  created  all  over  the  country  by  the 
extraordinary  divergencies  between  the  results  of  the  same 
policies  issued  in  different  parts  of  the  same  year,  that  the  com- 
pany made  haste,  and  I  think  they  got  the  assistance  of  the  Legis- 
lature to  make  it  legal,  because  they  could  not  change  the  legality 
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of  it  themselves,  and  they  thereupon  after  that  went  back  to  the 
policy  years  system.  And  all  the  other  companies  have  been 
working  on  the  same  kind  of  system  before  and  since  and  never 
found  any  illegality. 

Q.  My  question  was  if  it  was  possible  to  determine  the  amount 
proportional  to  the  policies  according  to  the  policy  year  ?  A.  It 
is  difficult  enough  to  keep  track  of  the  progress  of  the  company 
according  to  calendar  years  without  undertaking  to  follow  the 
results  of  individual  policies  which  are  issued  at  all  times  of  the 
year. 

Q.  What  do  you  do  in  reference  to  policies  in  order  to  make 
the  proper  apportionment  according  to  the  different  policies 
written  at  different  times  of  the  year  ?  A.  Well,  different  policies 
written  at  different  times  of  the  year — the  same  policy  always 
receives  the  same  dividend. 

Q.  So  that  you  do  not  attempt  to  make  any  adjustment  with, 
reference  to  the  difference  between  the  policy  year  and  the  calen- 
dar year  ?     A.  Everyhing  goes  according  to  policy  years. 

Q.  What  did  you  mean  a  minute  ago  by  saying  that  everyone 
who  had  the  same  kind  of  a  policy  written  in  a  calendar  year  had 
exactly  the  same  amount  ?  A.  I  beg  pardon.  I  mean  that  every- 
thing goes  according  to  the  anniversary  of  the  policy  in  the  calen- 
dar year.  All  the  dividends  in  one  caledar  year  are  the  same 
on  the  same  kind  of  policy  whether  the  policy  anniversary  comes 
in  January  or  December. 

Q.  Then  you  do  not  make  any  effort  to  adjust  the  dividend 
according  to  the  time  of  year  when  a  policy  of  a  certain  class 
has  been  written  ?     A.  ISTo. 

Q.  Now,  what  do  you  do  in  order  to  avoid  revealing  the  fluctu- 
ation  of  the  actual  business  and  to  keep  the  policyholder  satisfied 
and  the  dividends  as  harmonious  as  possible?  A.  Well,  in  the 
first  place,  the  actual  fluctuations,  apart  from  the  fluctuation  of 
market  value,  are  not  usually  very  severe.  If  the  mortality  is 
a  little  higher  one  year  it  will  come  down  the  next  and  vice  versa. 
If  the  expenses  are  unduly  high  one  year  they  will  not  be  quite 
so  high  the  next  year,  and  the  actual  result  is,  looking  at  a  series 
of  years  you  will  see  that  there  is  no  very  marked  fluctuation. 

Q.  I  understood  you  to  say  that  the  fluctuations  were  such  that 
if  the  apportionment  was  made  with  exact  correspondence  to 
the  results  of  the  business  there  would  be  gi-eat  dissatisfaction  to 
the  policyholders.     A.  When  I  say  no  very  gi-eat  fluctuation— 
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stipposc  you  have  six  millions  of  earning  in  one  year  and  the  nexi 
year  six  and  a  half  millions,  and  tlie  next  year  six  million  three 
hundred  thousand,  and  the  next  year  six  million  eight  hundred 
thousand.  The  dividends  are  to  be  made  on  the  general  idea 
that  they  range  from  six  million  one  hundred  thousand  to  six 
million  two  hundred  and  fifty  thousand,  and  six  millions  five 
hundred  and  fifty  thousand,  something  of  that  kind,  so  as  to 
gradually  increase  instead  of  going  zig-zag. 

Q.  So  instead  of  making  dividends  according  to  the  actual 
result,  yoii  make  them  according  to  what  you  think  would  be  a 
fair  average  of  results  ?  A.  According  to  what  I  think  is  a  fair 
average. 

Q.  Yes.     A.  Yes. 

Q.  So  you  take  factors  which  you  have  used  in  a  given  year, 

or  the  year  before,  and  you  modify  them A.  As  the  business 

appears  to  be  running. 

Q.  Yes,  not  by  virtue  of  an  exact  calculation  of  the  results  of 
the  business,  but  according  to  your  idea  of  what  will  maintain 
them  with  a  substantial  degree  of  uniformity  for  a  certain  period 
of  time.  A.  That  is  the  idea.  And  I  wish  to  repeat  again  that 
the  effort  to  make  an  exact  comparison  with  the  results  of  the 
calendar  year  would  not  in  any  way  give  correct  results  as  re- 
gards the  policy  years  beginning  in  that  year  and  ending  in  the 
year  following,  because  only  half  of  those  policy  years  are  really 
situated  in  that  year,  and  the  rest  are  in  the  following  years. 

Q.  I  understand.  You  mean,  take  \  calendar  year  and  dis- 
tribute the  results  of  that  calendar  year  without  regard  to  the 
time  when  the  policies  were  written,  respectively,  in  that  year,  or 
you  can  take  the  policy  years  individually,  and  apply  them  ac- 
cordingly. JSTow,  I  understand,  you  take  the  former  method, 
taking  that  you  do  not  determine  exactly  what  the  results  of  the 
business  are,  and  divide  them  mathematically  according  to  the 
actual  result,  but  you  take  what  you  believe  to  be  a  fair  average 
of  results  having  a  series  of  years  in  contemplation  ?  A.  I  do  not 
understand  the  alternative.  You  say  I  think  it  is  possible  to  take 
the  results  of  the  policy  years  themselves,  and  ascertain  them. 

Q.  Well,  we  had  that  a  moment  ago.     I  merely A.  I  see 

no  alternative  from  the  course  which  we  actually  take. 

Q.  Then  let  us  assume  that.  I  mentioned  it  merely  as  theoret- 
ically possible,  take  some  of  the  years  and  make  an  average  on 
that  basis.    A.  On  the  average. 
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Q.  Tou  take  a  fair  average  of  what  you  think  it  is  for  several 
years.  A.  I  would  like  to  say  again  the  result  of  a  calendar 
year  represents  for  all  policies,  a  combination  of  two  policy 
years,  the  policy  year  which  terminates  on  the  anniversary  in 
that  year,  and  the  policy  year  which  begins  at. that  anniversary. 
A  policy  beginning  the  first  of  June  has  five  months  of  that 
calendar  year,  which  related  to  the  past  year,  and  gfeven  months 
of  the  calendar  year  which  relates  to  the  coming  year,  one  be- 
ginning in  December  has  eleven  months  on  the  previous  calen- 
dar year  and  one  month  on  the  following  year.  What  we 
have  to  do  is  to  find  something  which  will  be  applicable  to  all 
policy  years  which  begin  in  this  calendar  year  and  end  in  the 
following  year  so  there  is  no  connection,  mathematically,  morally, 
or  any  other  way  between  the  exact  figures  of  that  calendar 
year  and  the  results  which  have  to  be  paid  at  the  end  of  the  re- 
spective policy  years.  It  is  merely  an  indication  of  how  the  busi- 
ness is  running. 

Q.  That  is  an  indication  from  your  judgment  and  not  from 
any  estimate  based  upon  any  mathematical  computation?  A. 
I  do  in  December  make  an  estimate  of  the  results  for  the  calendar 
year  and  it  is  generally  pretty  close. 

Q.  When  you  come  to  the  end  of  a  deferred  dividend  period 
I  understand  you  make  a  calculation  based  upon  that  what  policy- 
holders who  have  persisted  would  have  received  in  the  way  of 
annual  dividends  had  they  been  entitled  to  annual  dividends?  A. 
Yes. 

Q.  And  you  take  the  amount  which  might  be  said  to  be  the 
accumulation  of  hypothetical  dividends?  A.  Yes,  sir,  with  cer- 
tain additions. 

Q.  Yes,  which  you  explained.     A.  Yes. 

Q.  ISTow,  in  doing  that  do  you  take  the  actual  annual  divi- 
dends declared  at  particular  years?    A.  Yes. 

Q.  So  that  the  basis  for  your  calculation  of  the  amount  of 
the  deferred  dividends  to  which  a  policyholder  is  entitled  at  a 
given  date  are  the  various  annual  dividends  which  have  been  ar- 
rived at  in  this  manner  which  you  have  described?  A.  Which 
have  actually  been  paid  to  policyholders  in  all  these  previous 
years. 

Q.  Yes.  And  which  have  been  arrived  at  in  the  manner  of 
estimations  that  you  have  described?  A.  And  which  have  been 
arrived  at,  yes. 


Testimony  of  Emory  McOlintoch.  ISII 


Q.  Kow,  you  have  said  that  the  various  gains  for  1004  were 
from  mortality,  surrendered  and  lapsed  policies  and  surplus  in- 
terest. When  you  determined  the  amount  which  was  to  be  ap- 
plied to  paid-up  policies  which  were  entitled  to  dividends  out 
cii  tlie  excess  of  interest  over  and  above  the  amount  calculated 
upon  the  reserve,  did  you  take  the  exact  amount  of  interest 
that  had  been  earned  by  the  company?  A.  The  exact  amount 
of  interest  earned  by  the  company  last  year  was  about  4i  per 
cent.  The  statement  which  you  quoted  a  week  or  two  ago  from 
some  publication  was  inaccurate.  The  amount  of  interest  earned 
by  the  company  on  its  gross  assets  including  market  values  and 
everything  else  was  about  4^  per  cent.,  and  against  that  were 
properly  to  be  set  certain  expenses  attending  investments,  par- 
ticularly and  noticeably  the  expenses  attending  the  real  estate  as 
compared  with  the  rent  and  the  expenses  on  real  estate  and 
some  allowance  for  other  expenses  connected  with  investment 
w^ould  bring  it  down  to  a  net  earning  of  4  I-IO  per  cent. 

Q.  Was  that  the  exact  net  earnings  ?  A.  It  was  not  figured  with 
any  closeness  because  the  precise  amount  that  it  cost  to  look  after 
the  investment — ^there  are  no  two  persons  who  agree  on  the  way  of 
calciilating  it. 

Q.  Then  this  amoxint  or  share  or  excess  interest  which  was 
apportioned  to  the  paid-up  policies  was  not  determined  by  an 
exact  calculation  of  the  interest  actually  earned  by  the  com- 
pany, and  the  actual  investment  expenses  incurred  by  the  com- 
pany? A.  It  Avas  not  determined  by  an  exact  calculation  of  the 
interes':  earned  but  a  fair  allowance,  or  what  appeared  to  be  a  fair 
allowance  for  investment  expenses  which  brought  it  from  44  per 
cent,  to  4  1-10  per  cent. 

Q.  What  was  the  method  by  which  you  arrived  at  the  fair 
allowance  for  investment  expenses?  A.  The  method  in  general 
consisted  in  looking  at  the  figures  which  the  Connecticut  rul« 
so-called  produces  for  investment  expenses,  and  considering  that 
it  is  somewhat  too  much. 

Q.  Well,  you  take  the  figure  which  the  Connecticut  rule 
gives.  What  has  that  to  do  with  the  expenses  which  your  com- 
pany actually  incurs?  A.  The  Commissioner  of  Connecticut 
some  years  ago  laid  down  a  rule  by  which  the  companies  were 
to  estimate  their  investment  expenses.  It  was  a  complicated  rule. 
As  regards  real  estate  it  undertook  to  estimate  the  exact  amount 
of  the  real  estate  expenses.  As  regards  other  investments,  it  took 
a  percentage,  a  small  fraction  of  one  per  cent,  on  the  entire  invest- 
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ment,  and  the  result  of  it  all  as  added  together  produced,  I  think, 
something  like  one-third  of  one  per  cent.,  in  our  case.  Of  course 
it  varies  in  different  companies  and  different  circumstances — I 
mean  the  working  of  the  rule  does. 

Q.  Why  don't  you  take  the  exact  amount  of  the  expenses  of 
your  company  for  investment  matters?  A.  If  I  v^ere  to  bring 
it  down  to  exactly  four  per  cent.  I  should  fail  to  make  any  al- 
lowance whatever  for  the  gradual  growth  of  the  company's  invest- 
ments in  value,  and  I  regard  that  as  a  sufficient  reason  for  giving 
the  policyholder  a  little  more  than  the  amount  of  net  figures, 
according  to  the  Commissioner's  rule. 

Q.  What  was  the  exact  amount  of  the  investment  expenses 
of  your  company  last  year?  A.  According  to  the  Connecticut 
rule  ? 

Q.  No,  according  to  your  actual  outlays?  A.  Well,  nobody 
can  tell. 

Q.  Well,  why  is  that?  A.  Because  there  is  no  account  kept 
of  it. 

Q.  How  can  you  make  up  a  gain  and  loss  exhibit  with  net 
investment  earnings  less  investment  expenses,  without  keeping 
an  account  of  investment  expenses  ?  A.  Because  I  use  the  Con- 
necticut rule  for  that  purpose.  Allow  me  to  say,  that  as  regards 
investment  expenses,  I  think  perhaps  it  might  be  possible  by 
considerable  changes  in  the  method  of  bookkeeping  to  get  a  set  of 
figures  which  would  be  probably  a  little  different  from  those 
reached  by  the  Connecticut  rule,  but  it  would  require  consider- 
able changes  in  the  bookkeeping.  It  would  require  the  separa- 
tion of  the  salary  account  for  the  investment  department.  It 
would  require  a  separation  of  the  expenses  of  the  investment  de- 
partment in  matter  of  stationery  and  everything  else  that  the 
investment  department  had  occasion  to  use.  And  while  I  think 
it  would  be  possible  if  there  were  no  such  Connecticut  rule  to  go 
by  to  get  a  change  made  in  the  booklceeping  by  which  the  invest- 
ment expenses  would  be  separately  figured,  nevertheless  as  the 
Connecticut  Commissioner  did  lay  it  down  as  a  rule  that  the  com- 
panies must  under  penalty  of  something  or  other  which  I  don't 
understand,  use  his  rule  in  calculating  those  expenses,  it  seemed 
to  be  easier  to  use  his  rule  rather  than  change  the  bookkeeping  of 
the  company  which  would  require  the  assent  of  several  officers. 

Q.  What  is  the  amount  of  the  investment  expenses  according 
to  the  use  of  the  Connecticut  rule  for  the  year  1904  ?  A.  $1  - 
421,029.64. 
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Q.  ^Vliat  was  the  amount  of  investment  expenses  which  you 
allowed  in  determining  the  excess  of  interest  which  should  go  by 
Avay  of  dividend  to  paid-up  policies?  A.  Well,  it  would  be  the 
difference  between  4  1-10  per  cent,  and  4  1-3  per  cent.,  that  is  to 
say  a  decimal  fraction  which  would  have  no  end,  based  on  the 
amount  of  the  mean  asset  after  taking  one-half  of  the  interest 
earnings. 

Q.  What  would  have  been  the  amount  of  interest  earned  net 
after  deducting  the  investment  expenses,  had  you  taken  the  amount 
calculated  according  to  the  Connecticut  rule?  A.  Well,  that  is 
stated  in  the  gain  and  loss  exhibit  here.  Well,  roughly  speak- 
ing, I  have  to  make  a  subtraction  in  my  head,  but  the  interest 
earnings  less  the  investment  expenses  according  to  the  gain  and 
loss  exhibit  would  be  $16,440,670.16. 

Q.  What  would  have  been  the  percentage  of  interest  earned 
net  had  you  made  the  calculation  of  expenses  according  to  the 
Connecticut  rule?  A.  I  will  give  you  that  in  a  moment.  This 
statement  does  not  give  the  gross  assets  at  the  beginning  and  end 
of  the  year. 

Q.  Will  this  help  you?  A.  Yes,  thank  you.  Extremely  close 
to  4  per  cent. 

Q.  Less  or  more?  A.  It  is  a  bare  shade  less,  perhaps  3.99 
per  cent. 

Q.  3.99.  jSTow,  what  warrant  had  you  for  making  a  distribu- 
tion to  policyholders  on  the  basis  of  4  1-10  per  cent,  when  accord- 
ing to  the  Connecticut  rule  there  was  nothing  to  distribute  to 
l)olicyholders  who  had  paid-up  policies,  because  there  was  no 
excess  over  four  per  cent.?  A.  The  company  is  on  the  average 
making  profits  on  investments  and  they  charge  profit  and  loss 
items.  There  were  none  last  year,  but  taking  one  year  after 
fin  other  those  items  you:  have  to  make  some  allowance  for,  they 
vary  considerably,  and  you  cannot  follow  them  exactly,  but  the 
difference  of  1-10  of  one  per  cent,  represents — 1-10  of  1  per 
cent,  of  $440,000,000,  would  represent  about  $440,000.  Of  that 
amount  of  allowance  in  interest  only  a  small  fraction  was  paid  in 
the  dividends,  and  the  remainder  would  be  accumulated  for  the 
much  greater  number  of  policies  which  are  not  entitled  to"  a  divi- 
dend. But  the  actual  difference  in  the  dividend  for  the  year  I 
do  not  suppose  exceeded  $40,000  or  $50,000. 

Q.  I  am  looking  at  the  principle  of  the  thing  entirely  apart 
from  the  amount.  If  you  did  not  know  what  your  investment 
oxpenses  were,  and  could  not  determine  that  the  net  excess  of 
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interest  was  for  distribution,  and  according  to  the  Connecticut 
rnle  you  found  that  there  was  no  excess  over  four  per  cent.,  what 
right  had  you  to  make  any  distribution  to  the  policyholders  out 
of  excess  of  interest  earned?  A.  Only  the  right  that  such  a  dis- 
tribution has  been  made  ever  since  the  company  was  started  — 
ever  since  the  company  began  the  distribution  plan  over  forty 
3-ears  ago,  and  to  cut  it  off  altogether  would  be  improper  and  un- 
just considering  the  fact  that  the  company  is  every  now  and  then 
adding  considerable  to  its  interest  earnings  by  realized  profits, 
and  those  realized  profits  come  in  occasional  sums  which  you  can- 
not undertake  to  distribute  according  to  the  actual  yearly  inci- 
dents of  the  profits. 

Q.  In  other  words  you  thought  it  fair,  although  according  to 
the  Connecticut  rule  the  net  interest  realized  was  less  than  four 
per  cent.,  to  make  a  distribution,  because  in  the  course  of  years 
you  believed  that  the  thing  would  be  equalized?  A.  I  not  only 
thought  it  fair,  but  I  should  think  anything  else  very  unfair. 

Q.  Why  did  you  select  4  1-10  per  cent,  instead  of  4  1-5  per 
cent.  ?    A.  The  selection  was  made  the  year  before. 

Q.  Why  did  you  select  it  the  year  before?  A.  Because  the 
previous  figure  had  been  4  3-10  per  cent.,  and  I  found  it  necessary 
to  cut  it  down  pre'tty  heavily,  and  cut  it  down  to  4  1-10  per  cent. 

Q.  The  fact  is  that  you  did  not  want  to  cut  it  off  altogether 
and  you  wanted  to  make  a  substantial  reduction?  A.  You  have 
got  it  about  right,  always  remembering  that  there  are  these  occa- 
sional profits  which  tend  to  increase  the  interest  element  in  the 
calculation. 

Q.  How  do  you  know  but  what  the  occasional  profits  will 
l>e  replaced  by  occasional  losses?  A.  As  a  matter  of  fact 
for  a  great  many  years  the  profits  have  not  been  replaced  by 
losses  unless  it  might  be  by  writing  down  the  value  of  an  office 
building  for  instance,  and  as  to  that  it  is  more  a  matter  of 
bookkeeping  than  it  is  of  real  facts.  And  the  office  building 
may  be  appraised  and  be  worth  in  the  market  so  much,  but 
it  could  not  be  replaced  for  what  appears  on  the  books,  but 
it  may  be  reasonable  and  right  to  mark  down  the  cost  of  it 
and  charge  it  to  profit  and  loss  just  because  it  is  not  earning 
the  rate  of  interest  that  assets  ought  to  earn  and  because  you 
do  not  want  to  appear  to  be  claiming  values  which  indeed  any- 
body would  think  too  large.  And  writing  off  an  item  like  that 
ought  not  to  interfere  with  the  ordinary  interest  earnings  of  the 
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company.  It  is  merely  wiping  out  a  certain  element  of  the 
amount  which  is  reserved  against  contingencies? 

Q.  "Well,  it  involves  the  element  of  prophecy,  does  it  not? 
A.  It  involves  ■working  according  to  our  previous  experience, 
which  is  a  pretty  fair  way  of  prophesying. 

Q.  And  that  is  true  of  all  the  calculations'  of  dividends  to 
which  you  have  referred,  they  involve  that  element  of  prophecy 
and  they  are  not  exact  calculations  according  to  the  actual 
ascertained  results  of  the  business  for  a  particular  period?  A. 
They  involve  the  element  of  retrospection  more  than  they  do 
of  prophecy. 

Q.  Well,  they  involve  the  element  of  prophecy  I  suppose 
so  far  as  you  use  past  experience  to  guide  your  iudgment  as 
to  what  will  happen  in  the  future?  A.  And  also  so  far  as  I 
use  my  estimate  in  iN^pvember  of  the  amount  of  assets  in  January. 

Q.  !N^ow  then,  when  you  ascertain  the  gain  from  surplus 
interest  stated  in  the  gain  and  loss  exhibit  for  1904,  and  which 
you  have  given  as  $2,188,047,  is  that  whole  amount  fixed  by 
taking  the  interest  as  4.1  per  cent.?  A.  That  amount  of  gain 
is  taken  from  the  books  of  the  company  and  not  by  any  cal- 
culation of  the  interest. 

Q.  So  that  the  actual  ampunt  gained  is  $2,188,047,  less  in- 
vestment expenses,  or  that  is  the  amount  less  investment  ex- 
penses? A.  1^0,  I  think  the  investment  expenses  are  already 
deducted. 

Q.  Tes,  that  is  what  I  say.     A.  Yes,  that  is  right. 

Q.  How  can  they  be  deducted  if  you  don't  know  what  they 
are  ?     A.  We  deduct  them  according  to  the  Connecticut  rule. 

Q.  That  is  what  I  want  to  get  at,  according  to  the  Connec- 
ticut rule  there  would  have  been  an  amount  equivalent  to  3.99 
per  cent.  Now  is  the  amount  stated  in  your  gain  and  loss  ex- 
hibit for  1904  an  amount  calculated  according  to  the  Connecti- 
cut rule  at  3.99  approximately  or  is  it  calculated  at  4.1  per  cent.? 
A.  It  is  calculated  according  to  the  Conn^ticut  rule.  The  figures 
in  the  gain  and  loss  exhibit — you  get  the  percentage  from  those 
figures.  We  got  the  3.99  per  cent,  from  those  figures.  I  want 
to  say  this  percentage  I  speak  of  is  the  percentage  on  the  total 
assets,  it  includes  among  the  total  assets  not  only  the  marlcrt 
values  up  to  the  full  figure,  but  it  also  includes  the  liabilities 
amounting  to  one  or  two  million  dollars  for  death  losses  and 
so  forth  which  consists  in  cash  in  banks  ready  to  be  paid  over 
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and  on  all  tliat  I  count  the  interest,  and  if  I  were  to  leave  out 
some  of  tlie  items  wtich  theoretically  ought  not  to  bear  interest, 
it  would  run  over  4  per  cent,  even  according  to  the  Connecticut 
rule. 

Q.  Well,  of  course,  that  is  true,  whatever  is  the  figure  taken 
for  the  calculation.  You  have  the  same  basis.  In  other  words, 
you  have  not  totalized  it  in  any  case.  We  are  arriving  now 
nierely  at  the  method  of  calculation  with  the  assumption  of  cer- 
tain assets.  A.  I  should  say  certain  items  might  be  deducted 
from  the  total  assets  when  you  are  counting  an  amount  which 
ought  to  bear  interest. 

Q.  That  would  have  affected  the  amount  of  investment  ex- 
penses whether  you  take  4.1  or  3.99.  A.  What  I  say  is,  instead 
of  3.99  it  would  go  considerably  over  four  per  cent.,  if  I  would 
omit  some  of  those  items  which  ought  not  to  be  considered  as 
bearing  interest. 

Q.  Similarly,  if  you  did  that,  you  would  go  up  about  4.11 
A.  Yes,  but  the  whole  question  is  one  which  can  be  looked  at 
from  many  points  of  view ;  the  net  result  is  —  that  is  as  close 
to  what  may  be  regarded  as  the  current  running  prospect  and 
history  of  interest  in  this  company  as  anybody  can  fairly  state 
it. 

Q.  You  stated  that  the  earnings  for  1904  were  4J  per  cent, 
gross,  that  is  the  interest  earnings.  What  were  they  for  1903  ? 
A.  I  think  they  were  just  about  the  same. 

Q.  What  were  they  for  1902  ?  A.  I  forget.  The  rate  of  in- 
terest, speaking  generally,  has  not  very  much  •changed  for  two 
or  three  years,  but  before  that  was  pretty  steadily  downward. 

Q.  Taking  1902,  that  is,  having  reference  to  the  amount  dis- 
tributable in  1903  —  calculating  in  ISTovember,  1902  ?  A.  4.3  per 
cent. 

Q.  That  was  4.3  per  cent?    A.  Yes. 

Q.  What  was  the  gross  earnings  of  interest  that  year?  A.  I 
have  no  particular  means  of  calculating  now,  though  I  might  do 
it  in  ten  minutes.  I  fancy  that  the  result  of  the  calculation  would 
show  that  the  company  did  not  earn  in  1902  net  4.3  per  cent. 

Q.  It  did  not  earn  4.3  practically?  A.  I  think  the  amount  it 
earned  in  that  year  was  probably  as  low  as  4.2. 

Q.  So  in  that  year  you  distributed  more  than  would  have  been 
distributable  upon  an  exact  calculation  ?     A.  Yes. 

Q.  Oh,  but  I  wanted  to  get  the  figure  for  1902  that  would 
represent  the  percentage  of  interest  earnings  gross  which  could 


Testimony  of  Emory  McOlintoch.  1S53 

be  compared  with  the  4.3  per  cent,  for  1903  and  1904.  Can  you 
give  me  that  approximately  ?  A.  I  could  not  recollect  it,  but  I 
can  easily  make  it  up  and  send  it  to  you,  if  you  wish. 

Q.  Now,  you  have  stated  that  a  paid-up  policyholder  receives 
only  the  share  determined  in  this  matter  of  excess  interest  over 
four  per  cent.  I  would  like  to  have  you  state  a  little  more  clearly 
why  it  is,  that  having  paid  his  proportion  for  the  expenses  of  the 
company  during  the  time  the  policy  is  carried,  he  should  not  be 
entitled  .to  a  share  of  other  gains?     A.  What  other  gains? 

Q.  Well,  take  the  mortality  gain,  for  example?  A.  That  in 
this  company  is  always  used  toward  expenses. 

Q.  Well,  if  you  treat  the  mortality  gain  aud  the  gain  from  the 
lapses,  as  applicable  to  expenses,  then  you  will  have  a  margin 
saved  of  the  loading  upon  the  premiums  for  expenses,  then  why 
don't  the  paid-up  policyholder,  who  has  paid  in  to  the  loading 
upon  his  premium  his  pro  rata  share  of  such  expenses,  get  a 
dividend-  out  of  that  gain  ?  A.  You  mean  the  policyholder  who 
during  ten  years  has  paid  premiums  and  been  charged  for  ex- 
penses during  that  time  should  not  be  free  from  any  charge  what- 
ever afterwards — is  that  it? 

Q.  Wo ;  why  he  should  not  share  in  the  extra  amount  which  the 
company  has  received  through  the  loading  of  the  excess  of  the 
amount  required  for  expenses,  after  applying  the  other  gains  of 
the  company  to  their  reduction?  A.  The  system  of  this  com- 
pany, and  so  far  as  I  know,  of  all  other  companies,  and  the  one 
which  is  practically  enforced  by  the  Department  —  I  said  prac- 
tically enforced  —  is  to  consider  that  there  is  no  reserve  of  any 
kind  on  a  paid-up  policy  except  the  pure  net  reserve,  which  re- 
sults from  the  net  premiums  of  that  loading.  That  system  has 
been  followed  by  all  the  companies  in  this  country  from  the  be- 
ginning. Now,  as  regards  the  distribution  of  surplus,  when  you 
have  a  policy  of  that  kind,  it  is  feasible  and  not  improper  to 
arrange  from  the  beginning  that  the  ten-payment  policyholder 
shall  have  dividends  on  the  annual  premium  basis,  and  —  do  you 
see  what  I  mean  ?  That  is  to  say,  if  one  man  pays  twenty  dollars 
a  year  and  another  man  pays  forty  dollars  a  year,  and  stops  after 
ten  years,  while  the  twenty-dollar  man  pays  it  during  life,  that 
the  twenty-dollar  man  shall  get  the  same  actu-al  dollars  and  cents 
in  dividends  as  the  forty-dollar  man,  and  the  forty-dollar  man 
shall  continue  to  get  the  same  dividends  as  the  twenty-dollar  man 
throughout  life.    Now,  that  is  a  means  which  is  entirely  feasible 
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and  intelligible,  and  nothing  can  be  said  against  it  provided  it  is 
understood  beforehand. 

Q.  Now,  that  is  not  the  method  that  is  in  use?  A.  No;  the 
method  in  use  is  to  treat  the  forty-dollar  man,  who  pays  his  pre- 
mium, as  if  his  contribution  to  expenses  consist  of  the  percentage 
on  his  loading,  which  is  taken  out,  and  contributes  thereby,  prac- 
tically, nearly  as  much  in  proportion  to  his  premium  as  the 
twenty-dollar  man,  but  not  quite,  as  the  loading  is  not  in  pro- 
portion; the  ten-payment  man  does  not  contribute  as  much  toward 
expenses  during  his  ten  years  in  proportion  to  his  annual  pre- 
riium  as  the  annual  premium  man,  but  he  makes  his  contribu- 
tion to  the  expenses  of  those  ten  years,  and  it  is  considered  that 
the  contributions  from  loadings  towards  expenses  are  to  be  made 
at  the  time  when  those  loadings  are  received  in  the  form  of  pre- 
miums and  that  the  return  of  the  balance  of  the  loading  is  to  be 
given  immediately  in  the  annual  dividends  next  succeeding,  and 
in  that  way  the  ten-premium  man  gets  ten  dividends  in  which 
is  returned  the  entire  balance  of  the  loading  not  used  by  the  ex- 
penses of  those  ten  years;  and  there  is  no  provision  whatever  for 
his  contribution  to  any  future  expenses,  except  what  may  be 
gained  through  the  mortality  element,  which  is  a  trifling  amount 
in  the  case  of  paid-up  policies. 

Q.  Now,  what  is  the  loading  upon  the  ten-payment  policy  — 
how  is  it  ascertained?  A.  You  mean  in  forming  the  rate  of 
premium  ? 

Q.  Yes.  A.  There  is  a  rule  for  all  the  policies  in  the  company, 
the  amount  of  the  premium  upon  all  policies,  the  net  annual  pre- 
mium is  increased  by  twenty  per  cent. 

Q.  That  is,  all  policies?  A.  That  is  all  policies,  and  then  in 
addition  sixteen  per  cent,  of  the  net  life  premium  is  added  to  the 
amount  on  all  policies,  the  net  life  premium  is  a  similar  amount 
and  it  is  uniform-  at  the  same  age  for  all  kinds  of  policies.  It 
makes  a  uniform  dollar  and  cent  amount  added  to  the  premium 
paid,  and  then  there  is  in  addition,  I  think,  eighty  cents  per  thou- 
sand added  to  the  amount  so  found. 

Q.  Eor  what  period  is  the  man  who  has  a  ten-payment  life 
policy  supposed  to  contribute  to  the  expenses  of  the  company? 
A.  During  his  life. 

Q.  During  his  whole  life,  and  his  loading  upon  his  premium 
is  fixed  accordingly,  isn't  it?  A.  No,  the  loading  isn't  fixed  par- 
ticularly for  expenses,  it  is  fixed  as  an  amount  which  is  to  be 
taken  by  the  company  toward  its  expenses,  and  used  up  by  the 
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company  during  the  ten  years;  and  the  further  contribution  of 
that  policy,  consists  merely,  as  said  before,  in  the  small  item  of 
the  gain  on  mortality. 

Q.  What  did  you  mean  a  moment  ago  by  saying  that  the  ten- 
payment  life  policyholder  was  supposed  to  contribute  to  the  ex- 
penses of  the  company  during  his  life?  A.  I  mean  the  large 
contribution  is  made  during  ten  years  from  the  loadings  as  well 
as  from  the  element  of  mortality,  a  very  small  contribution  after 
that  is  made  in  whatever  the  company  gains  on  the  mortality. 

Q.  Of  course,  as  a  matter  of  fact,  you  deal  with  this  loading 
in  your  gain  and  loss  exhibit  for  the  departments,  as"  a  loading  for 
expenses,  do  you  not  ?  A.  The  loadings  of  a  ten-premium  policy 
are  reported  in  the  gain  and  loss  exhibit  as  loadings  received 
during  those  respective  years,  but  they  are  used  up  and  distributed 
in  one  way  or  another  during  those  years  and  not  held  over  for 
any  subsequent  purpose.  A  portion  of  the  loadings  goes  towards 
expenses  and  the  balance  towards  dividende. 

Q.  N^ow,  I  have  a  letter  here  which  I  v/ould  like  to  read  you, 
and  ask  for  such  explanation  as  you  may  care  to  make: 
"Dear  Sir: 

"  I  note  by  the  newspaper  accounts  that  you  get  mostly  endow- 
ment policies  in  the  Mutual  Life.  I  give  you  mine,  straight  life, 
$10,000,  No.  259,717,  taken  in  1885,  age  31." 

A.  Does  he  mention  the  premium? 

Q.  ITo.  It  gives  the  age  and  says  it  is  a  straight  life.  A.  Tt 
is  undoubtedly  one  of  those  reduced  rate  policies. 

Q.  Assuming  it  to  be  such  "  these  dividends  " — this  is  illegible- — 
I  will  read  the  figures,  the  table  he  gives:  1886,  dividend,  $61; 
1887,  $62;  1888,  $45;  1889,  $47;  1890,  $26;  1891,  $28;  1^92, 
$30;  1893,  $33;  1894,  $5;  1895,  $12;  1896,  $14;  1897,  $16;  1898, 
$17;  1899,  $18;  1900,  $20;  1901,  $22;  1902,  $23;  1903,  $:;2; 
1904,  $16 ;  1905,  $16.  This  is  all  extra  insurance  in  cash  divi- 
dends." Now,  looking  at  that  in  the  first  place,  can  you  tell  nie 
whether  the  ordinary  life  policy  in  your  company  received  a  divi- 
dend for  1904  in  the  extra  allowance  that  would  be  the  subject  of 
credit  to  it  for  one  who  took  his  policy  in  1885  at  age  31  in  an 
amount  half  as  large  as  was  credited  for  the  year  1902 — ^is  that 
according  to  your  recollection  of  the  facts?  A.  The  reduction 
in  the  year  1904,  as  compared  with  1903,  was  considerable  on 
■  all  policies,  but  it  did  not  bear  exactly  the  relation  of  exactly  one- 
half  to  policies  unless  it  happened  to  be  so.  It  might  vary  in 
different  kinds  of  policies. 
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Q.  The  reduction  then  from  1903  to  1904  was  a  rednctiou  wiiicli 
was  as  conspicuous  in  the  case  of  ordinary  life  policies  with 
annual  dividends  as  in  the  case  of  ten-payment  life  policies  which 
had  been  paid  up?  A.  In  other  words,  besides  the  reduction  in 
interest  there  was  a  reduction  in  other  elements. 

Q.  That  is  what  I  want  to  get  at.  What  was  the  reason  for 
the  large  reduction  in  dividends  on  ordinary  life  policies  entitled 
to  annual  dividends?  A.  A  gradual  reduction  in  the  proporf  on 
of  surplus  earnings  to  total  business. 

Q.  A  reduction  of  surplus  earnings  in  proportion  to  total  busi- 
ness. ISow,  that  was  the  fact,  now,  what  was  the  explanation  of 
that  fact?  A.  The  gain  and  loss  exhibit  shows  diffei'ent  figures 
in  different  years,  but  the  sum  totals  have  been  diminishing  not 
very  greatly,  but  still  enough  to  make  it  important  to  make  a 
reduction  at  that  time.  I  might  add  further  that  at  that  particii- 
lar  period  it  seemed  to  me  wise  to  make  a  rather  notable  deduc- 
tion because  there  was  at  the  end  of  1903  a  tremendous  reduction 
in.  the  value  of  the  company's  securities,  there  was  a  reduction  of 
about  eight  millions,  if  I  recollect  right,  in  the  market  value  of 
the  securities;  and  the  annual  dividends  are  a  basis  for  future 
deferred  dividends,  and  it  did  not  seem  to  me  wise,  in  view  of 
that  reduction  in  market  values  which  of  course  in  case  of  realiza- 
tion would  be  a  reduction  of  real  values,  to  let  the  year  go  by 
without  a  reduction  in  the  dividend. 

Q;  How  much  did  you  cut  the  dividend  at  the  end  of  1903  be-' 
cause  of  the  reduction  in  market  values  of  the  securities  ?  A.  It 
was  not  entirely  in  connection  with  market  values. 

Q.  No,  but  take  that  feature  of  it?  A.  That  was  an  element 
that  impressed  me  as  an  element -of  danger. 

Q.  "What  amount  of  reduction  was  attributable  to  that  element 
of  danger?  A.  I  simply  say  that  impressed  itself  on  my  mind 
as  being  a  proper,  and  in  fact,  necessary  time,  for  an  actuary  wlio 
was  on  the  lookout  for  the  future  to  take  note  of  what  had  been 
visible  for  some  little  time,  viz.,  that  the  surplus  earrdngs  (f  the 
company  were  not  growing  along  with  the  growth  of  the  business. 

Q.  Having  taken  note  of  that,  it  influenced  your  action  in  fixing 
the  dividends?    A.  I  think  it  did. 

Q.  Now,  to  what  extent  did  it  influence  your  actions?  A,  I 
don't  think  it  made  any  difference  in  the  figures  at  all. 

Q.  Then  why  do  you  mention  it?  A.  Because  if  there  had  been 
no  reduction  in  the  market  values  I  should  have  probably  made 
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a  slight  reduction  in  the  dividend^  but  as  for.  telling  just  how 
much  of  a  reduction  it  would  have  been,  of  to  what  extent  that 
particular  thing  influenced  me,  I  can't  imagine. 

Q.  Do  you  know  whether  it  influenced  you  at  all?  A.  I  am 
quite  certain  I  had  it  in  my  mind  because  I  had  had  during  that 
year  a  feeling  that  it  was  getting  to  be  time  to  make  a  decided 
difEcrenee  in  the  dividends,  and  as  the  year  went  on  and  values 
reduced  it  impressed'  itself  more  and  more  on  my  mind  that  then 
was  the  time  to  do  it. 

Q.  K"ow,  you'  have  given  me  this  as  one  of  the  explanations  of 
the  reductions.  A.  Excuse  me,  I  have  not  given  it  to  you  as  an 
explanation  of  the  necessity  of  a  lower  dividend.  The  reason 
of  that  lower  dividend  I  have  mentioned  before  is  thie  fact  that  the 
surplus  earnings  of  the  company  did  not  keep  pace  in  proportion 
with  the  growth  of  the  business. 

Q.  I  think  you  testified  a  moment  ago  that  one  of  the  reasons 
for  the  reduction  of  the  dividends  was  the  decrease  in  the"  market 
value  of  the  securities?  A.  It  undoubtedly  was  an  element 
which  tended  to  make  my  mind  more  cautious,  more  careful^  more 
pessimistic  than  it  might  otherwise  be. 

Q.  It  did  not  have  any  effect  in  making  you  more  pessimistic — ^I 
mean  the  fact  that  you'  were  more  pessimistic  had'  no  practical 
result  if  that  dividend  remained  the  same?  A.  The  dividends 
would  probably  have  been  reduced  that  year  to  some  extent,  and 
perhaps  in  a  year  or  two  niore  to  some  extent.  Now,  having  re- 
duced it  so  far,  it  was  not  necessary  to  reduce  it  again  this  year. 

Q,  Just  answer  me,  if  you  can,  directly,  did  it  or  not,  the  de- 
crease in  market  value,  lead  you  in  any  respect  to  reduce  tho 
dividend  for  1903?  A.  It  probably  led  me  to  make  a  larger  fc- 
duction  at  that  time  than  I  would  otheiwise  have  made. 

Q.  l^ow,  to  what  extent  did  it  lead  you  to  make  a  larger  re- 
duction than  you  otherwise  might  have  made?  A.  I  eaimot 
say. 

Q.  !N"ow,  in  tbe  year  1904:  the  company  by  increase  of  the 
market  value  of  its  securities  recouped  the  eight  millioils  decrease 
of  the  prior  year  and-  was  a  million  to  the  advantage;  that  is  the 
gain  for  1904  was  nine  millions  of  dollars.  IMd  that  influence 
you  when  you  came  to  fix  the  dividen-d  fo-r  that  year?  A.  It  has 
influenced  me  not  to  make  a  further  reduction. 

Q.  Why  didn't  it  induce  you  to  increase  it  at  least  to  offset  the 
amount  of  decrease  in  loss  on  securities  for  the  prior  year?     A 
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The  decrease  was  not  figured  in  connection  with  the  loss  of  secu- 
]-ities;  it  was  figured  in  connection  with  the  course  of  the  surplus 
earning  power  of  the  company;  that  remained  unchanged  by 
that  fluctuation,  the  fluctuation  downward  and  back  again. 
,  Q.  If  the  fluctuation  do-miward  had  caused  you  in  any  respect 
to  lower  the'  dividends,  the  fluctuation  upward,  it  would  seem, 
would  have  led  you  to  restore  the  dividends.  A.  I  think  I  should 
have  lowered  the  dividend  in  any  event  at  the  end  of  1904,  but 
perhaps  not  to  so  great  an  extent  as  I  did. 

:  Q.  "VThatever  th.e  extent  may  have  been?  A.  The  chances  are 
that  with  the  further  experience  of  1901:  I  should  have  made  a 
further  reduction  at  the  end  of  1904. 

Q.  If  you  had  not  made  it  before?  A.  If  I  did  not  find  it 
necessary  to  make  it  then. 

Q.  Now,  on  the  decrease  in  the  market  value  of  the  securities 
in  1903,  what  else"  explains  the  decreased  dividends?  A.  The 
proportion  of  the  surplus  to  the  total  business. 

•Q.  Yes,  the  fact  that  the  proportion  of  the  surplus  to  the  total 
business  was  less;  now,  what  was  the  reason  for  that?  In  othej" 
words,  what  was  it  in  the  conduct  of  jowr  business  which  brought 
about  that  result?  A.  I  think  that  the  years  1903  and  1904 
v^ere  not  so  prosperous  as  the  years  1902  and  1901,  and  1900 
in  the  matter  of  gain,  on  mortality. 

Q.  !Now,  to  what  extent  was  there  a  loss  by  reason  of  that? 
A.  The  arhount  of  gain  on  mortality  in  1904  is  one  and  a  half 
millions  less  than  in  1902. 

Q..  If  you  have  the  figures  tbere,  say  for  the  last  few  year^,  it 
will  save  us  time.     A.  (Witness  produces  paper.) 

Q.  You  have  a  statement  here  of  the  gain  and  loss  exhibit,  or 
rather  you  have  a  statement  here  of  the  items  of  gain  and  loss 
for  the  years  1900  to  1904  inclusive,  Mutual  Life;  I  will  ignore 
the  others  for  the  present ;  -I  will  offer  that  in  evidence.  A.  That 
was  not  prepared  for  evidence. 

Q.  If  you  prefer  I  should  not  use  it  in  that  way  I  will  with- 
draw the  offer  and  I  will  ask  you  a  question  or  two  about  it.  You 
can  give  a  statenaent  later.  That  is  exact  ?  A.  The  statement 
is  exact  except  this  line  here  (indicating)  should  be  deducted 
from  i  the  intferest,  because'  at  that  time  the  gain  and  loss  included 
the  market  valoies  and  afterward  it  did  not. 

Q.  I  find,  according  to  this,  that  the  gain  in  mortality  in  1899 
was  $838,063';  in  1900,  $3,465,659.     Now,  was  there  a  net  in- 
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crease  in  the  -dividends  allowed  for  the  year  1900  upon  your  life 
policies  as  compared  with  the  year  1899  ?  A.  No,  the  year  1899 
was  the  first  one  you  read,  I  think  ? 

Q.  Yes.    A.  That  had  a  small  gain. 

Q.  Yes.  A.  That  was  the  year  in  which  the  company  sus- 
tained the  largest  mortality  in  its  record  and  was  regarded  as  a 
purely  temporary  fluctuation  to  which  little  attention  ought  to 
be  paid. 

Q.  So  that  although  there  was  $2,500,000  approximately  more 
gain  from  decreased  mortality  in  1900  than  in  1899,  you  did  not 
distribute  dividends  on  that  basis,  because  you  thought  it  was  an 
exceptional  instance?  A.  On  the  contrary  we  distributed  the 
dividends  on  the  basis  of  the  large  amount  instead  of  the  small 
one ;  we  did  not  cut  the  dividend  down  in  the  first  year  on  account 
of  the  reduction,  as  I  say  the  small  gain  in  that  particular  year 
was  due  to  an  extraordinary  bad  fluctuation  and  we  did  not  pay 
much  attention  to  it. 

Q.  Then  did  you  keep  your  dividends  in  1899  when  your  gain 
from  mortality  was  only  $838,000  at  the  same  rate  that  they 
were  in  1898,  when  the  gain  from  mortality  was  $2,125,000  ? 
A.  I  will  give  you  an  illustration  in  a  moment.  There  was  a  cut 
made  at  the  end  of  1889  on  the  dividends  in  1890.  There  was 
very  little  change  made;  the  dividends  ran  along  very  smoothly, 
from  1894  to  1903 ;  very  little  change  made,  except  that  slight 
changes  that  would  not  affect,  an  increase  on  policies  all  the  way 
throti^. 

Q.  Now,  the  change  from  1903  to  1904  was  $3,272,239  to 
$2,938 — I  am  speaking  on  the  mortality  gain.  Was  there  a  cut 
in  dividends  at  that  time  ?  A.  There  was  a  cut  made  in  Novem- 
ber, prior  to  the  formation  of  these  accounts,  and  it  was  noticed 
in  November  that  the  mortality  of  that  year  was  getting  pretty 
heavy. 

Q.  Now,  on  the  other  hand,  was  it  becau,se  the  expenses  of  the 
company  had  largely  increased?  A.  You  will  find  that  the  ex- 
penses of  the  company  above  the  loading  are  ranged  pretty  steadily 
for  a  number  of  years  past. 

Q.,  I  find  in  1898  there  was  $167,492  saved  from  the  loading, 
and  after  that  there  was  an  excess  of  expense  over  loading,  amount- 
ing in  1899  to  $1,521,041;  1900,  $1,208,964;  1901,  $1,397,985; 
1902,  $1,428,687 ;  1903,  $1,409,317,  and  1904,  $1,305,007.  As 
a  matter  of  fact  the  loss  on  loading  was  a  little  less  in  1903  than 
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it  had  been  in  1902.  A.  Taking  the  whole  thing  into  considera- 
tion, the  business  of  the  company  was  increasing  pretty  rapidly 
and  you  notice  that  the  net  total  was  not  increasing  very  fast. 

Q.  What  effect  did  the  rapid  increase  of  the  business  of  the 
company  have  ?  A.  The  business  increasing,  rapidly  was  a  reason 
why  considerable  amounts  should  be  laid  aside  for  the  benefit  of 
the  dividends  on  those  policies  which  had  been  in  force  one,  two, 
three,  four,  five  years,  and  so  on;  it  was  desirable,  of  course,  to 
malce  proper  increases  in  the  sum  held  originally  by  the  com- 
pany for  future  dividends,  and  if  the  business  is  doubled,  although 
you  don't  have  to  pay  dividends  immediately,  you  ought  to^  hold 
a  very  much  greater  reserve  for  future  dividends. 

Q.  Yes,  but  the  amount  reserved  for  deferred  dividends  would 
correspond  to  and  be  based  upon  the  amount  declared  for  annual 
dividends?    A.  That  is  true.  , 

Q.  So  that  the  amounts  reserved  for  deferred  dividends  would 
have  increased  as  an  analogy  to  the  increased  amounts  of  annual 
dividends?  A.  Well,  inasmuch  as  the  fund  in  hand  was  not  in- 
creasing so  fast,  it  was  obvious  a  decrease  of  dividends  would  be 
sooner  or  later  necessary. 

Q.  Then,  in  an  increasing  business  there  was  not  a  relative 
increase  in  the  net  prosperity  of  the  company?  Does  not  an  in- 
crease of  business  indicate  the  prosperity  of  the  company?  A. 
Prosperity  has  many  meanings. 

Q.  I  mean  prosperity  in  actual  gains?    A.  In  surplus  earnings? 

Q.  Yes.  A.  Increase  in  business  will  result  in  increase  in  earn- 
ings in  future,  without  question.  But  it  may  affect  injuriously 
the  surplus  earnings  of  the  present. 

Q.  In  what  way?    A.  Chiefly  in  the  matter  of  expenses  to  get  it. 

Q.  Just  explain  that  a  little,  how  it  affects  surplus  earnings 
at  present?  A.  Taking  that  statement  as  a  basis,  if  the  net  earn- 
ings from  the  four  sources,  less  the  expenses,  will  remain  about 
stationary  or  even  decrease  or  only  increase  a  little  instead  of 
increasing  somewhat  in  proportion  with  the  increase  in-  the.  de- 
mands of  the  business,  why  you  are  not  able  to  make  the  same 
dividends  as  you  would  before. 

Q.  You  can  easily  conceive  of  a  situation  in  which  the  business 
increased  so  rapidly  and  the-  expense  of  getting  it  was  so  great 
there  would  be  no  surplus  earnings  at  aU?  A.  If  the  company 
used  all  its  surplus  earnings  in  purchasing  new  business  it  would 
make  no  dividends. 
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Q.  That  is  a  conceivable  case?  A.  I  have  known  of  some  small 
companies  who  were  actually  in  that  position. 

Q.  Now,  do  those  reductions  in  the  interest  earned  by  the 
company,  that  is,  by  the  Mutual  Life,  reflect  the  general  condi- 
tions? That  is,  do  they  represent  a  reduction  in  the  rates  of. 
interest  which  aU  companies  felt?  Is  this  situation  peculiar  to  the 
Mutual  Life?  A.  My  impression  is  that  all  companies  have  ex- 
perienced a  reduction  quite  similarly  until  the  last  two  or  three 
yeai^  and  that  the  rate  of  interest  has  been  latterly  about  sta- 
tionary. 

Q.  Wow,  I  am  handed  here  a  statement  of  a  company  which 
I  will  not  name — I  wish  to  use  it  merely  for  the  purpose  of  com- 
parison, without  any  suggestion  that  might  anticipate  your  an- 
swer, as  follows: 

Ten-payment  life,  age  32,  $5,000,  issued  August  12,  1865,  pre- 
mium $257.45,  total  premiums  paid  up  by  1874  $2,574.50,  divi- 
dends beginning  with  the  year  1867,  and  running  as  follows 
I  am  speaiking  now  of  the  main  dividends — 1867,  $52.60;  1868 
$54.35;  1869,  $56.60;  1870,  $58.25;  1871,  $60.45;  1872,  $62.50 

1873,  $67.45;  1874;  $70.90;  .1875,  $74.60;  1876,  $44.65;  1877 
$45.85;  1878,  $63.06;  1879,  $65.99;  1880,  $67.70;  1881,  $56.36 
1882,  $60.03;  1883,  $62.60;  1884,  $60.49;  1885,  $68.50;  1886 
$71.59;  1887,  $74.06;  1888,  $78.35;  1889,  $32.12;  1890,  $104. 
74;  1891,  $109.61;  1892,  $114.64;  1893,  $119.92;  1894,  $125.48 
1895,  $131.41;  1896,  $137.61;  1897,  $143.89;  1898,  $99.65 
1899,  $103.88;  1900,  $108.32;  1901,  $112.88;  1902,  $117.57 
1903,  $122.39. 

Ifow,  assuming  that  these  figures  are  correct,  can  you  tell  me 
how  it  would  be  possible  that  a  company  on  a  ten-payment  life 
policy,  with  a  premium  of  that  amount  at  that  age,  paid  up  in 

1874,  could  credit  dividends  to  that  amount,  comparing  that  with 
the  experience  of  your  company?  A.  I  should  say  that  that  com- 
pany might  give  a  considerable  profit  from  mortality  to  the  policy- 
holders as  well  as  some  interest. 

Q.  I  find  that  the  company  referred  to  has  been  gaining  in 
surplus,  as  you  will  note  by  the  record  in  the  bhie  book  that  I 
show  you;  of  course  I  am  not  prepared  to  vouch  for  the  accuracy 
of  the  figures;  they  are  simply  from  a  responsible  source  T  take 
it,  and  the  first  question  I  would  like  to  ask  you  was  whether  yoi; 
recognize  such  a  result  on  such  a  policy  as  a  |)ossible  tliinfr; 
whether  you  would  be  disposed  to  dispute  the  accuracy  of  tha< 
statement?    A.  The  reserve  on  this  policy — it  is  a  ten  thousand 
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dollar — it  has  over  ten  thousand  of  insurance  all  paid  up — tlip 
reserve  on  that  policy  must  be  something  between  six  and  seven 
thousand  dollars. 

Q.  It  is  very  like  one  of  the  policies  referred  to  in  a  letter  I 
sent  you?  A.  This  policy  being  ten  thousand  dollars  paid  up; 
having  a  reserve  of  something  like  $7,000  and  paying  $153,  is 
paying  a  little  over  2  per  cent,  on  the  reserve,  and  that  means 
that  either  the  company  is  paying  two  per  cent,  interest  profit 
above  the  reserve  or  else  it  is  paying  a  smaller  interest  and  if 
giving  some  of  this  additional  profit  from  the  mortality. 

Q.  You  think  it  would  be  explained  by  a  favorable  mortalitv 
rate?  A.  ISTot  necessarily  the  profit  on  the  mortality  either- 
Yes,  if  there  was  a  very  favorable  mortality  rate  and  a  good  large 
rate  of  interest  realized  the  two  items  together  would  about  makp 
that,  assuming  that  was  the  system  of  the  company. .  I  fancy 
that  the  company  you  speak  of  is  the  one  that  has  the  best  mor- 
tality fate  in  the  country. 

Q.  Why  should  it  have  any  better  mortality  rate  than  yours — 
what  is  the  explanation  of  it?  A.  There  is  only  one  way  to 
secure  a  good  mortality  rate,  and  "that  is  to  take  the  very  best 
class  of  risks.  Tliat  particular  company  is  a  Quaker  institution 
which  does  not  go  very  far  from  its  home  ofiice  and  takes  very 
particular  care  of  the  risks  which  it  takes,  and  that  it  is  most  un- 
usually restrictive!  in  shutting  out  a  great  many  risks  other  com- 
panies would  take. 

Q.  You  recognize  the  fact  that  it  is  a  smaller  company  than 
many  of  those  that  have  been  mentioned?    A.    Yes. 

Q.  And  its  ratio  of  expenses  to  income  would  be  somewhat 
larger  than  a  large  company,  avouM  it  not?    A.  That  depends. 

Q.  Upon  what?  A.  It  depends  on  how  much  business  it  is 
doing.  If  the  company  is  doing  a  large  business  in  proportion 
to  the  amount  of  the  business  it  has  already,  of  course  its  rate 
of  expense  is  considerably  higher  than  if  it  does  a  small  busi- 
ness. 

Q.  So  that  the  great — a  great  advantage  in  size  of  a  company 
so  far  as  the  distribution  of  its  general  management  and  invest- 
ment expenses  are  concerned  may  be  offset  by  the  heavy  ex- 
penses of  obtaining  new  business?  A.  That  has  two  branches — 
that  question  has  two  branches.  "When  you  speak  of  heavv  ex- 
pense of  obtaining  new  business,  it  may  be  either  a  large  amount 
of  new  business  obtained  at  an  economical  expense  or  it  may 
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mean  a  smaller  amount  of  new  business  obtained  at  a  heavy  ex- 
pense, but  in  either  ease  it  means  a  large  amount  of  money  spent 
for  new  business,  and  a  large  amount  of  money  spent  for  new 
business  will  necessarily  have  its  effect  on  the  present  surplus. 

Q.  I  will  have  this  paper  which  I  have  shown  the  witness 
marked  for  identification,  containing  the  statement  of  dividends 
upon  a  policy  in  another  company. 

(Paper  marked  Exhibit  298  for  identification.) 

THE  WITE'ESS:  If  you  get  the  officers  of  that  company  on 
the  stand  it  would  be  very  interesting  to  the  rest  of  us  to  find  out 
what  they  do  about  their  mortality,  because  it  has  been  a  wonder 
to  the  people  of  other  companies  for  a  great  many  years  just  how 
they  managed  to  have  so  low  a  rate  of  mortality. 

Q.  You  have  spoken,  Mr.  McQlintock,  of  the  illustrations  or 
estimates  that  are  made  to  guide  the  agents  with  reference  to  the 
advantages  of  different  sorts  of  policies  issued  by  your  com- 
pany. Is  this  a  book  of  such  illustrations  issued  in  1899 — do  jon 
recognize  it?  (Showing  witness  book.)  A.  I  do  not.  I  have 
no  copy  of  it,  but  I  have  no  doubt — ^it  has  the  print  of  this  com- 
pany— ^I  have  no  doubt  it  is ;  oh,  yes,  I  have  no  doubt  it  is  issued 
by  the  company. 

ME.  HTJGHES :   I  will  have  this  marked  for  identification. 

(Book  marked  Exhibit  299  for  identification.) 

Q.  This  is  entitled  "Adapted  illustrations."  I  understand  that 
is  an  adaptation  of  actual  results  to  conditions  which  would  ob- 
tain under  different  rates  of  premiums  or  different  kinds  of  poli- 
cies ?  A.  I  am  hardly  competent  to  explain,  Mr.  Hughes ;  I  have 
nothing  to  do  with  that  publication. 

Q.  Well,  as  an  actuary  of  your  company  and  familiar  to  some 
extent  with  its  practice,  without  making  you  responsible  or  in  any 
way  implying  that  you  were  individually  responsible  for  it,  can 
you  tell  me  what  the  words  Adapted  Illustrations"  mean?  A.  I 
have  always  understood  that  the  words  were  used  to  imply  that 
the  dividend  figures  up  to  the  time  when  the  calculation  was  made 
were  taken  as  the  basis,  and  where  there  is  a  difference  in  pre- 
mium between  the  old  policy  and  the  new  policies  issued,  the  dif- 
ference of  premiums  would  be  taken  into  account.  Where  there 
was  a  difference  in  guarantees  of  surrender  value  they  ought  to 
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\>e  taken  into  account.     That  is  the  general  understanding  of  the 
meaning  of  the  word  "  adapted." 

Q.  Now,  these  are  other  hoojss  issued  for  the  same  purp.ose 
under  the  imprint  of  190,3,  1904  and  1905,  are  they  not  ?  (Show- 
ing witness  hookg.)  A.  They  are  all  undoubtedly  issued  by  the 
company. 

MR  HUGHES :    I  will  have  them  marked  for  identification. 

(Books  marked  respectively  Exhibits  300,  301  and  302  for  iden- 
tifiGfatiQn.) 

Q.  My  information  is  that  none  were  issued  between  this  one 
of  1899  and  this  one  of  1903  ;  is  that  correct?     A.  I  don't  know. 

Q.  These  latter  volumes  of  1903,  1904  and  1905  are  adapted 
illustrations  showing  the  adapted  result  of  those  years  on  all  poli- 
cies are  available  for  illustration  of  those  years — is  th.at  it?  A. 
I  don't  know.     I  assume  so,  of  course. 

Q.  -In  other  words,  the  company  in  1889  had  certain  actual 
results  which  it,  through  its  statistician,  adapts  to  new  conditions 
based  upon  such  premiums  and  classes  of  policies,  ajiid  says,  tak- 
ing our  results  up  to  this  time  so  adapted,  this  is  a  reasonable 
expectation?  A.  I  will  say  this,  that  I  have  been  informed  by 
the  gentleman  in  Professor  Stewart's  department  who  has  latterly 
done  this  work  that,  as  regards  those  recent  years  that  you  speak 
of,  actual  dividends  on  ten-year  policies  and  fifteen-year  policies 
has  been — actual  dividend  results  on  similar  policies  for  fifteen- 
year  distribution  policy  so-called  and  ten-year  distribution  policy 
so-called,  have  been  strictly  followed  as  a  basis,  merely  making 
a  differeuce  in  the  guarantee.  I  have  here  the  actual  dividend 
results. 

Q.  You  understand  they  are  based  upon  the  actual  figures? 
A.  The  understanding  is  the  ten  a;ad  fifteen  year  policies  a^e 
based  upon  actual  results  of  exactly  similar  policies  subject  "to  dif- 
ferences of  premium  and  guarantee. 

Q.  What  are  the  twenty-year  based  on  ?  A.  Based  on  annual 
dividends  on  the  twenty-year  policies,  but  without  having  any  ma- 
tured twenty-year  dividend  policy  to  go  by. 

Q.  These  books  are  put  in  the  hands  of  agents  I  understand — 
that  is  what  they  are  used  for  ?     A.  Yes. 

Q.  Now,  I  wish  to  call  your  attention  to  page  8  of  each 
of  those  volumes  and  to  twenty-payment  life  policy,  twentv-^^ear 
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distribution,  age  35.  I  find  in  tins  book  for  1889  under  the  head 
of  "Adapted  former  results  "  cash,  $383.96.  I  find  in  the  book 
for  1903,  which  I  understand  to  be  the  next  issue,  in  the  same 
column,  corresponding  item,  $356.31.  I  find  in  the  book  for 
1904,  coiTespoaiding  item,  same  page,  $328.66.  I  find  in  the 
book  for  1905,  same  item  or  corresponding  item,  same  page, 
$301.01.  Now,  if  you  will  look  at  theee  you  will  see  that  the 
difference'  in  this  case  is  precisely  $27.65,  and  I  would  like  to  have 
you  explain  how  it  is  that  by  adapting  the  actual  results  for  a  series 
of  yeare  in  this  way  that  the  matter  is  brought  out  so  as  to  exhibit 
in  each  ease  tiie  exact  difference  of  $27.65?  A.  I  have  no  in- 
formation except  inference. 

Q.  What  would  be  the  inference?  A.  The  inference  would  be 
that  the  time  when  this  uniform  reduction  began  —  the  instance 
would  be  that  the  time  that  this  uniform  reduction  began  was 
a  time  when  there  was  a  cessation  of  close  calculation  and  that  the 
reduction  was  brought  down  to  represent  what  would  probably 
be  the  reduction  between  this  twenty-year  period,  beginning  in  — 
what  is  the  first  year  there  ? 

Q.  The  first  one  is  the  difference  between  the  books  in  use 
from  1899  to  1903,  and  the  second  is  the  difference  between  1903 
and  1904,  and  the  third  is  the  difference  between  1904  and  1905. 
A.  In  each  case  there  was  a  reduction? 

Q.  Of  the  same  amount  to  a  cent.  A.  Between  1899  and  1903 
it  was  not  the, same. 

Q.  Same  rate  exactly.    A.  In  four  years  just  the  same  amount? 

Q.  Exactly;  that  is  the  book  for  1899  is  $383.96,  as  the  adapted 
result  at  age  35,  twenty-payment,  twenty  years'  distribution, 
$383.96;  the  same  item  in  the  books  for  1903  is  $356.31;  the 
same  item  in  1904  is  $328.66;  for  1905,  $301.01,  making  a  dif- 
ference of  $27.65  in  each  ease.  Now,  how  could  possibly  the 
actual;  results  figure  out  in  the  same  way  by  any  adaptation?  A. 
The  probability  is  it  is  a  rough  estimate. 

Q.  Now,  I  find  on  the  same  page  at  age  30  the  same  kind  of 
policy.  A.  Let  me  explain  this  in  general  terms.  A  policy  issued 
in  1883,  maturing  in  1903,  would  contain  the  essence  of  the  an- 
nual dividends  of  that  particular  period.  A  policy  issued  a  year 
later  of  the  same  kind  would  probably  contain  year  after  year, 
owing  to  various  drops  in  the  dividends,  would  probably  con- 
tain annual  dividends  which  would  be  also  all  the  way  through, 
though  not  very  gTeatly  lower;  consequently,  the  net  results  which 
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•  * 

would  accrue  to  policyholders  in  those  respective  years  would  be 
lower  in  1904  than  in  1903,  lower  in  1905  than  1904.  Tliat  you 
Avill  find  also  in  the  actual  dividend  for  fifteen-year  period  policies. 

Q.  We  may  assume  that.  What  attracted  my  attention  was 
the  fact  that  the  difference  in  each  case  was  the  same  to  a  cent. 
A.  That  attracts  my  attention  also. 

Q.  Now,  it  is  not  peculiar  to  that  age,  because  I  find  on  the 
same  page,  age  30,  twenty-year  distribution,  twenty-payment  life 
in  1&99,  $338.89,  as  the  cash  on  adapted  former  results.  The 
same  item,  that  is  the  corresponding  item,  for  1903,  age  80, 
$315.26.  The  corresponding  item,  1904,  $291.63.  The  corre- 
sponding item,  1905,  $268.  That  is  a  difference  in  each  case  of 
precisely  $23.66,  according  to  the  calculation  that  I  have  here. 
A.  There  is  one  thing  that  occurs  to  me  that  may  tend  to  explain 
to  some  extent,  and  that  is  that  Professor  Stewart,  who  started 
in  a  number  of  years  ago  to  prepare  this  series,  has  for  several 
years  past  been  very  much  out  of  liealth.  He  has  been  able  to 
attend  to  next  to  nothing,  and  that  his  work  has  been  attended 
to  by  his  assistant  or  clerk,  and  that  it  is  barely  possible  —  I  was 
not  aware  of  this  situation,  but  it  is  pretty  obvious  that  the  assist- 
ant has  been  proceeding  on  very  simple  mathematical  principles. 

Q.  I  find,  taking  twenty-year  distribution  and  twenty-payment 
life  policies,  age  40,  on  the  same  page  of  these  different  volumes,  a 
difference  each  year  of  precisely  $32.91.  I  suppose  what  you 
have  said  about  the  others  applies  to  that  equally.  Now,  it  is 
proper  that  you  should  explain,  Mr.  McOlintock,'  your  personal 
position  in  this  matter,  and  I  should  be  very  glad  to  give  you 
an  opportunity  to  do  so  fully.  I  understand  that  you  are  not  in 
any  way  responsible  for  these  figures  that  are  given  out  to  the 
Mutual  Life  agents.  That  is  correct,  is  it  not?  A.  The  explana- 
tion which  I  made  this  morning,  and  which  I  repeat,  is  that  I 
personally  took  the  stand  for  a  great  many  years  in  the  North- 
western that  I  was  not  willing  to  engage  in  the  preparation  of 
any  estimates  or  illustrations  and  that  that  personal  feeling  of 
mine  was  well  known  to  the  officers  of  the  Mutual  Life  when  I 
came  to  the  Mutual  Life  and  was  respected  by  them  by  their 
requesting  someone  else  to  do  that  work. 

Q.  They  do  not  refer  the  figures  to  the  actuarial  department 
even  for  verification?     A.  No. 

Q.  The  management  of  the  Mutual  Life  runs  these  figures  and 
illustrations  and  estimates  out  on  its  own  responsibility  without 
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any  supervision  or  control  of  the  actuarial  department  ?  A.  With- 
out any  connection  with  the  actuarial  department  except  this,  that 
vv'henever  that  department  of  instruction,  so-called,  has  called  upon 
the  actuarial  department  for  actual  dividends  on  -which  to  base 
these  figures  they  have  been  freely  supplied. 

Q.  Certainly,  you  give  them  the  actual  figures  of  the  actual 
results  so  far  as  you  have  them,  but  the  use  which  is  made  of 
those  figures  by  their  department  under  the  management  of  the 
company,  the  actuary  has  no  charge  of  it  ?  A.  And  I  also  stated 
in  regard  to  that,  the  gentleman  who  has  charge  of  that  is  an  old 
and  experienced  actuary.  Professor  Stewart  has  been  an  old  and 
experienced  actuary,  and  in  1891  when  he  began  these  series  and 
for  many  years  after  that,  he  was  in  excellent  condition  and  able 
to  attend  to  his  business  no  doubt  thoroughly. 

Q.  Is  the  one  who  is  now  in  charge  of  that  work  an  old  and 
experienced  actuary,  I  mean  during  Professor  Stewart's  sickness? 
A.  He  worked  under  Professor  Stewart  a  good  many  years,  and 
before  that  was  for  many  years  in  the  actuarial  department. 

Q.  Well,  do  you  attribute  this  manner  of  making  estimates  to 
any  incompetency  of  the  department?  A.  I  think  you  will  find 
from  what  I  have  been  told  that  the  figures  contained  in  these 
various  books  for  the  ten  and  fifteen  years  have  been  carefully 
estimated  in  accordance  with  the  actual  dividends.  As  for  the 
twenty-year  dividends,  it  may  be  that  the  gentleman  in  charge 
was  not  familiar  with  the  precise  method  Professor  Stewart 
adopted  for  making  the  allowance  for  the  various  profits,  apai't 
from  the  mere  interest  on  the  dividends,  and  that  without  that 
knowledge  he  found  it  convenient  to  adopt  that  simple  method 
you  have  described.  That  is  all  I  can  guess  with  regard'-to  that. 
He  is  a  perfectly  competent  man  in  his  way,  there  is  no  question 
about  that. 

Q.  Do  you  do  a  larger  business  in  twenty-payment  life,  twenty- 
year  distribution,  than  you  do  in  fifteen-payment  life  and  fifteen - 
year  distribution?     A.  Yes. 

Q.  Do  you  pay  a  larger  commission  for  writing  a  twenty- 
payment  life  and  a  twenty -year  distribution  than  for  writing  a 
fifteen-year  payment  life  and  fifteen-year  distribution?  A.  T 
think  so. 

Q.  A  very  large"  part  of  the  business  of  the  company  is  busi- 
ness done  on  the  twenty-payment  life  twenty-year  distribution 
basis?     A.  Yes. 

Q.  Now,  of  course  it  would  appear  that  more  actuarial  skill  and 
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more  care  would  be  required  in  making  up  a  proper  set  of  illustra- 
tions for  agency  use  in  that  large  department  of  tlie  business 
where  you  did  not  have  actual  results  than  where  you  did  have 
actual  figures  to  go  by.  That  would  be  true,  would  it  not?  A. 
I  should  suppose  that  if  Professor  Stewart  had  personally  attended 
to  that,  that  there  would  have  been  greater  skill  displayed  un- 
questionably. 

Q.  I  want  to  be  perfectly  sure  about  this.  Of  course,  T  am 
not  an  actuary  and  I  don't  know  anything  about  it,  and  these 
books  have  been  put  in  my  hands,  and  if  you  will  look  at  them 
and  look  at  page  8 -in  each  booli:,  the  heading,  and  look,  say,  at 
page  35  and  the  column  cash  and  the  amount,  I  should  be  very 
glad  to  have  you  do  so,  and  if  I  have  fallen  into  the  slightest 
error  in  the  matter,  have  it  corrected  so  that  no  erroneous  im- 
pression rwill  go  out.  (Handing  book  to  witness.)  Who  is  the 
one,  according  to  your  understanding,  who  is  responsible  for  these 
figiires?     A.  I  think  they  were  made  by  Mr.  Warren. 

Q.  What  are  his  initials?     A.  I  don't  remember. 

Q.  And  what  is  the  title  of  his  office  ?  A.  Professor  Stewart's 
title  is  instructor  of  agents.  I  do  not  think  Mr.  Warren  has  any 
title. 

Q.  He  is  an  assistant  ?     A.  I  believe  so. 

Q.  Are  there  any  other  books  given  to  agents  besides  these  con- 
taining adapted  illustrations  of  results  for  their  use  in  obtaining 
insurance  ?     A.  I  do  not  know  of  any. 

Q.  Do  you  know  of  any  others?  A.  'No.  I  did  not  even 
know  those  excepting  that  I  have  occasionally  handled  one. 

THE  .CHAIRMAJST:  You  will  be  excused  for  the  afternoon 
now,  Mr.  McClintock.  If  the  Committee  feels  it  would  be  ex- 
pedient to  hold  any  further  sessions  this  week  or  next  week.  It 
has  pressed  this  inquiry  beyond  the  endurance  of  some  of  the 
members  of  the  Committee  who  are  candidates  for  re-election  as 
members  of  the  Legislature,  and  it  desires  very  frankly  to  state 
it  is  going  to  take  an  adjournment  until  after  election.  The  Com- 
mittee accordingly  stands  adjourned  until  Wednesday  raorning,. 
November  8,  1905,  at  10:30  o'clock. 


ALDERMANIC  CHAMBER, 

City  Hall,  ITew  Yoek  City. 

November  8,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

EMORY  MoOLINTOCK,  resumed. 

The  Chairman:  Beginning  Math  to-day,  the  afternoon  session 
will  begin  at  2 :30,  making  the  sessions  of  the  Committee  from 
10 :30  in  the  morning  until  one  o'clock,  and  from  2 :30  until  five 
in  the  afternoon.  * 

BY  MR.  HUGHES: 

Q.  I  have  asked  you,  Mr.  MeClintock,  to  furnish  a  statement 
jf  the  realized  earnings  and  dividends  yearly  for  the  years  1900 
to  1904:  inclusive:  Is  this  the  statement  called  for?  (showing 
statement  to  the  witness).     A.  Yes. 

MR.  HUGHES :    I  oflfer  it  in  evidence. 

(Statement  marked  Exhibit  No.  303  and  read  by  Mr.  Hughes.) 

Q.  In  the  first  column  headed  realized  earning,  you  have 
placed  the  total  amount  of  gain  for  the  respective  years  without 
including  any  part  of  the  increase  of  market  value  of  the  securi- 
ties ?    A.  Yes,  sir. 

Q.  Or  without  deducting  any  loss  by  a  decrease  in  the  market 
value  of  securities  ?    A.  Yes,  sir. 

Q.  Will  you  explain  how  you  arrived  at  the  amount  set  apart 
for  total  dividends  ?  A.  It  consists  of  adding  the  estimated 
amount  of  the  annual  dividends  to  the  estimated  amount  of  the 
dividends  on  what  you  call  deferred  dividend  policies. 

Q.  Take  the  year  1900  for  example,  having  realized  earnings 
of  $6,412,717,  irrespective  of  any  gain  in  the  market  value  of 
securities,  why  did  you  distribute  or  reserve  for  dividends  only 
$2,260,863  ?  A.  Because  of  the  fact  that  a  very  large  proportion 
of  the  business  was  not  entitled  to  a  dividend  in  that  year,  cou- 

1869 


1870  Legislative  Insurance  Investigaiion. 

sisting  of  those  policies  on  which  dividends  are  postponed  i»ntil 
a  later  period. 

.  Q.  I  am  afraid  you  have  not  understood  my  question.  The 
total  dividends  for  1900  are  stated  to  be  $2,260,863,  of  which 
annual  dividends  were  $807,426.  The  balance  was  $1,453,457. 
What  was  that  balance  for?  A.  Balance  consisted  of  the  divi- 
dends on  the  policies  which  were  entitled  to  receive  a  dividend 
in  that  particular  year,  and  were  not  of  the  annual  dividend 
class. 

Q.  I  see.  Then  the  difference  between  the  total  dividends 
are  $2,260,863  and  the  realized  earnings  are  $6,412,717  was 
reserved  to  meet  the  dividends  upon  policies  not  entitled  to  divi- 
dends that  year  ?    A.  That  is  correct. 

Q.  Was  all  of  that  difference  reserved  for  that  purpose  ?  A. 
Substantially,  yes.  The  calculation  was  not  an  exact  calculation 
because  there  are,  as  I  explained  the  other  day,  fluctuations  in  the 
business  from  year  to  year;  but  substantially  you  are  correct,  al- 
lowing for  the  difference  in  fluctuations. 

ME.  COX: 

I  do  not  still  understand  what  he  means  to'  say.  I  understood 
that  the  annual  dividends  were  some  eight  hundred  and  odd  thou- 
sand; then  two  millions  were  reserved  for  deferred  dividend 
policies,  leaving  a  difference  of  some  two  millions,  as  I  followed 
the  figures. 

ME.  HUGHES :  To  save  time  I  may  state  what  I  understand 
the  witness'  answer  to  be.  It  is  this:  That  $2,260,863  was  the 
entire  amount  distributed  in  1900  for  dividends  both  on  annual 
dividend  policies  and  upon  policies  entitled  to  distribution  in  that 
year,  which  up  to  that  time  had  been  deferred  dividend  policies. 
The  residue,  that  is  to  say,  the  difference  between  the  total  of 
$2,260,863  and. the  realized  earnings  for  the  year,  $6,412,717,  were 
reserved  substantially,  the  witness  says,  to  meet  the  deferred 
dividends  on  policies  not  yet  entitled  to  distribution. 

BY  ME.  COX: 

Q.  So  that  the  two  million  and  some  odd  represents  the  actual 
distribution  of  that  year  ?     A.  Yes,  sir. 

BY  MR  HUGHES: 

Q.  Paid  out,  that  is  right,  Mr.  McClintock?  A.  Yes.  It  is 
to  be  said  further  that  the  figures  here  represent  the  actual  figures 
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a];rived  at  by  the  books  of  the  Company  at  the  end  of  this  particular 
year  and  do  not  represent  the  estimates  made  by  me  in  the  Novem- 
ber preceding  the  beginning  of  that  year. 

Q.  In  other  words,  the  realized  earnings  are  the  actual  gain 
and  the  total  dividends  are  actual  payments?  A.  Actual  divi- 
dends. 

Q.  Actual  dividends  paid  or  credited?  A.  Yes.  The  actual 
gains  vsrere  not  known  at  the  time  I  calculated  the  dividends  and 
the  precise  amount  paid  out  during  the  following  year  could  not 
be  known,  either  because  on  certain  policies  it  depended  on  whether 
they  lived  to  their  anniversary  in  the  coming  year  and  kept  their 
payments  in  force  up  to  that  time,  whether  they  got  their  dividends ; 
.so  that  it  is  never  possible  beforehand  to  estimate  the  amount  paid 
out ;  it  can  only  be  an  approximation. 

Q.  I  understand  that ;  you  made  that  ve»y  clear  when  you  were 
examined  last.  ITow,  I  would  like  to  have  you  state  a  little  more 
definitely,  how,  having  got  the  figures  $6,412-,717  as  the  realized 
earnings,  you  reached  the  $2,260,863  as  the  amount  to  be  properly 
paid  out  in  dividends  ?  A.  The  object  of  this  division  of  the  sur- 
plus each  y«ar  is  to  secure  first  the  payment  of  an  annual  dividend 
as  near  as  possible  under  the  circumstances  to  the  corresponding 
dividends  of  the  year  before  while  at  the  same  time  laying  by  suf- 
ficient to  carry  forward  the  accumulation  for  the  policies  not  yet 
entitled  to  a  dividend  on  a  similar  basis,  so  that  the  sum  total  of 
all  the  accumulations  on  that  class  of  policies  up  to  date  shall  be  as 
nearly. as  possible  represented  by  the  actual  reserve  held  by  the 
company,  adding  to  those  accumulations  of  course  a  margin  for 
contingencies. 

Q.  Pardon  me,  Mr.  McClintock,  if  you  will  have  my  question 
again:  You  paid  out  in  the  year  1900  $2,260,863.  How  did  you 
get  that  figure?  Why  wasn't  it  $2,260,951  for  example?  A.  I 
can  only  repeat  what  I  said  before  that  the  object  is  to  give  to 
the  policyholders  a  dividend  as  near  as  possible  to  those  that  were 
given  from  similar  policies  the  year  before,  while  at  the  fiame  time 
laying  by  sufficient  reserve. 

BY  MR  COX: 

Q.  Why  wouldn't  it  be  your  policy  to  give  more  to  the  policy- 
holders if  the  company's  earnings,  for  instance,  warranted  it? 
A.  When  I  say  as  near  as  possible  I  mean  as  near  as  possible 
on  all  policies  having  regard  to  the  circumstances  of  the  company. 
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If  tliere  is  an  obvious  progressive  increase  in  the  surplus  com-' 
pared  with  the  amount  of  business  on  which  the  surplus  should 
be  divided,  then  of  course,  as  you  say,  it  would  be  more.  If  on 
the  other  hand  there  is  a  tendency  the  other  way,  naturally  the 
object  would  be  to  divide  somewhat  less  and  when  I  say  as  near 
as  possible  I  mean  as  near  as  possible  having  in  view  my  duty 
in  that  respect, 

BY  MR.  HUGHES: 

Q.  'Now,  Mr.  McClintock,  I  do  not  want  to  go  over  what  we 
have  already  clearly  brought  out  as  to  your  general  method,  but 
if  I  ask  when  you  determine  that  $2,260,863  should  be  paid  out 
or  credited  as  dividends  in  the  year  1900  on  policies  then  entitled 
to  dividends,  you  fixed,  a  certain  total  amount  which  should  be 
reserved  for  dividends  both  deferred,  and  then  to  be  credited, 
T  would  like  to  know  that,  and  exactly  how  you  fixed  it?  A.  I 
did  not  fix  it  every  year.  I  examined  into  the  situation  either 
every  year  or  every  two  or  three  years  as  the  case  may  be.  I 
have  done  so  regularly  for  the  last  two  years;  but  when  I  say  I 
examined  into  the  situation,  I  make  a  calculation  of  the  assumed 
annual  dividends  on  the  deferred  policies  for  all  past  time  with 
their  accumulations  on  the  hypothetical  basis  in  order  to  make 
sure  that  it  is  fairly  covered  by  the  amount  which  the  company 
has  in  hand,  and  if  I  find  that  it  is  leaving  too  small  a  margin 
for  contingencies,  then  I  think  it  is  time  for  me  to  make  a  reduc- 
tion in  our  dividends,  the  annual  dividends  and  others,  because 
the  annual  dividends  are  the  basis  of  the  calculations  for  the 
others. 

Q.  Now,  what  margin  did  you  for  the  year  1900  reserve  for 
contingencies  over  and  above  the  amount  you  determined  should 
be  reserved  to  meet  the  first  dividend  policies  ?  A.  I  don't  know 
whether  I  made  a  calculation  in  that  particular  year  of  that 
nature  or  not.  I  only  know  that  the  actual  facts  came  out  all 
right. 

Q.  Can  you  state  any  mathematical  reason  why  the  total  divi- 
dends for  the  year  1900  were  not  three  million  dollars?  A.  Of 
course. 

Q.  What  is  it  ?  A.  It  would  create  a  moral  liability  on  the 
company  to  pay  dividends  on  the  deferred  dividend  policies  in 
the  future,  which  would  be  too  much. 
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Q.  But  so  far  as  tlie  realized  earnings  are  concerned,  and  tlift 
amount  to  whicli  upon  a  calculation  the  policies  would  be  en- 
titled to  dividends,  can  you  state  that  $2,260,863  was  the  pre- 
cise aniount  to  which  they  were  entitled?  A.  I  consider  that 
that  is  as  close  to  the  precise  amount  to  which  they  were  entitled 
as  any  man  alive  could  get  it. 

Q.  I  notice  that  in  the  year  1901  the  realized  earnings  were 
$5,216,1T1,  and  the  total  dividends  were  $2,358,028.  Why  was 
it  that  you  had  a  larger  amount  paid  out  in  the  year  1901  for 
dividends  when  your  realized  earnings  were  $1,200,000  less  ?  A. 
I  can  only  answer  that  as  I  have  answered  such  questions  before, 
that  I  have  to  allow  for  fluctuation.  You  will  see  that  that  is 
an  obvious  fluctuation  downward.  The  following  year  there  was 
a  fluctuation  upward. 

Q.  How  did  you  allow  for  a  fluctuation  downward  by  increas- 
ing the  amount  of  dividends?  A.  The  amount  of  the  annual 
dividends? 

Q.  No,  the  amount  of  the  total  dividends  is  increased.  A. 
The  total  dividends  we  were  compelled  to  pay  out  because  of 
the  previous  accumulation.  The  annual  dividends  is  what  every- 
thing is  based  upon. 

Q.  You  say  the  total  dividends  you  were  compelled  to  pay  out 
because  of  the  previous  accumulation?  A.  I  beg  pardon,  the 
balance,  so-called,  consists  of  the  previous  accumulation  and  has 
to  be  paid  out. 

Q.  But  you  have  already  stated  that  that  balance  distributed 
on  deferred  dividends  then  entitled  to  distribution,  is  calculated 
on  the  basis  of  annual  dividends?  A.  On  the  previous  annual 
dividends. 

Q.  On  the  previous  annual  dividends  by  the  use  of  a  certain 
profit  factor.  That  is  the  fact,  is  it  not?  A.  Tt  is  the  fact  and 
that  is  practically  unalterable,  with  very  slight  variations  by  rea- 
son of  the  final  circumstances  of  the  previous  year.  For  instance, 
on  the  series  of  fourteen  years,  the  circumstances  of  the  fifteenth 
year  do  not  make  lAuch  difference  in  the  proportion  of  The  final 
divideud. 

Q.  I  find  in  the  year  1903,  the  realized  earnings  were  $5,563,- 
861,  of  which  for  annual  dividends  there  were  paid  $735,047. 
While  in  the  year  1904,  the  realized  earnings  were  over  a  million 
dollars  larger,  to  wit,  $6,624,677,  while  the  amou^nt  paid  for  an- 
nual dividends  was  nearly  two  hundred  thousand  dollars  le&s,  to 
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wit,  $538,504.  Why  was  that?  A.  There  was  a  considerable  re- 
duction in  the  annual  dividends  of  the  year  1904  as  compared  v.'ith 
the  year  1903. 

Q.  That  is  the  fact,  but  why  should  you  have  had  these  results 
when  your  realized  earnings  for  1904  were  over  a  million  dollars 
more  than  those  for  1903  ?  A.  The  calculation  of  the  dividends  in 
1903  were  made  in  E"oYember,  1902.  The  calculation  for  the 
dividends  in  1904  was  made  in  November,  1903.  And  you  itiay 
recollect  considerable  discussion  of  that  question  the  other  day  in 
regard  to  the  reduction  in  the  rate  of  interest  between  the  divi- 
dends paid  in  1903,  and  the  dividends  paid  in  1904.  That  com- 
j)e]led  a  considerable  reduction  in  the  total  annual  dividends  paid 
in  1904.  The  reason  why  that  reduction  was  thought  necessary 
was  explained  to  you  last  week  as  far  as  I  was  able., 

Q.  Yes,  but  I  do  not  understand  why  it  is  that  with  a  gain  of 
over  a  million  dollars  on  your  realized  earnings,  your  annual  divi- 
dends should  be  two  hundred  thousand  dollars  less  than  they  were ' 
the  year  before,  unless  it  is  due  to  the  fact  that  you  made  your 
estimate  of  annual  dividends  at  a  time  when  you  could  not  fore- 
see exactly  the  results  of  the  year.  A.  I  fancy  that  you  have 
been  taking  each  year  the  year  in  advance,  and  I  have  not  noticed 
that  you  have  done  so,  not  having  examined  my  paper.,  • 

Q.  Let  us  get  the  question  before  you  give  the  answer.  I  am 
taking  what  appears  here  opposite  the  year  1904.  It  says  the 
total  realized  earnings  were  $6,624,677;  it  says  the  total  dividends 
were  $2,714,549  of  which  annual  dividends  are  $538,504  and  I 
was  comparing  that  with  what  appeared  in  the  line  preceding, 
opposite  1903,  where  the  gains  were  about  one  million  dollars  less 
and  the  annual  dividends  were  nearly  two  hundred  thousand  dol- 
lars more  ?  A.  So  far  as  the  realized  earnings  can  be  considered 
at  all  in  connection  with  the  dividends  paid  in  1904,  it  must  neces- 
sarily be  the  realized  earnings  of  the  year  1903. 

Q.  I  see.  A.  And  even  those  cannot  be  known  approximately 
in  November,  1903.  They  can  only  be  knoyn  accurately  in  the 
early  part  of  1904. 

Q.  Then  we  could  compare  the  annual  dividend  paid  in  1904 
with  the  gains  stated  for  1903  ?  A.  Well,  in  a  general  way,  but 
by  no  means  closely. 

Q.  Why  not  closely?  A.  Tor  the  reason  which  I  have  repeated 
a  great  many  times,  on  account  of  fluctuations  to  which  we  have 
to  pay  no  account. 
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Q.  I  find  for  example,  that  the  realized  earnings  for  1901  were 
$5,216,171,  and  then  if  we  take  the  amount  paid  for  annual  divi- 
dends in  1902,  which,  as  I  understand  you  would  be  out  of  the 
earnings  of  1901,  we  have  $Y48,412.  A.  You  will  please  excuse 
me 

Q.  Pardon  me.  If  you  take  the  earnings  for  1903  we  have 
$5,563,861,  and  the  amount  paid  in  1904  for  annual  dividends  is 
$538,504,  so  it  would  seem  that  we  cannot  compare  the  annual 
dividends  with  the  realized  earnings  of  the  year  before  and  see  a 
correspondence.  A.  You  certainly  cannot,  I-  have  never  pre- 
tended that  you  could. 

Q.  Very  good.  What  are  we  to  compare  them  with  to  see 
whether  they  correspond  to  the  earnings?  A.  You  are  to  com- 
pare with  them  this.  First,  whether  they  progress  with  a  reason- 
able closeness  to  the  year  before,  so  as  not  to  produce  violent 
jerks  in  the  figures  up  or  down,  and  secondly,  with  the  total 
liability  of  the  company,  the  moral  liability  which  it  ought  to 
hold  for  the  deferred  dividend.  And  my  object  has  been  all  along 
to  accomplish  both  results  and  those  results  are  two  results  which 
have  got  to  be  accomplished  and  nobody  can  attend  to  this  busi- 
ness without  paying  equal  attention  to  both  questions,  namely, 
an  annual  dividend  and  an  accumulation  for  the  future.  I  claim 
that  I  have  accomplished  that  absolutely,  and  clearly,  and  in  a 
way  that  nobody  can  find  any  fault  with. 

Q.  But  you  do  not  claim  you  have  taken  the  earnings  of  a  year 
and  apportioned  them  exactly  in  dividends  for  that  time?  A. 
Allow  me  to  explain  that,  because  that  was  the  subject  we  dis- 
cussed considerably  at  the  last  meeting.  The  contribution  plan 
of  dividends  is  one  which  I  did  not  invent.  It  is  one  which  is 
practiced  in  every  company,  so  far  as  I  know  in  this  country, 
more  or  less  modified,  but  always  substantially  in  accordance  with 
the  main  principle.  The  contribution  plan  of  dividends  has  been 
used  in  the  Mutual  Life  ever  since  1863.  It  was  used  in  the 
Northwestern  before  I  went  there.  I  have  simply  followed  out 
the  rules  of  the  contribution  plan  of  dividends  in  all  my  work. 
Those  rules  forbid  paying  close  attention  to  the  results  of  calen- 
dar years.  Every  actuary  in  the  country  that  you  may  choose  to 
examine  will  corroborate  all  that  I  told  you  the  other  day  and  all 
that  I  tell  you  to-day  in  regard  to  that.  It  is  flatly  impossible  to 
pay  attention  to  calendar  years  excepting  in  a  general  way  to 
fee  how  the  business  is  running,  to  make  your  results  compare 
together. 
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Q.  But  you  do  not  pay  attention  to  calendar  years,  for  the 
reason  you  stated  the  other  day.  What  do  you  do  ?  A.  Simply 
to  the  mean  resnJts  of  the  business  -^ 

Q.  For  the  calendar  year  ?  A.  For  the  business  as  shown  by 
the  calendar  years,  yes.  Eut  I  have  not  yet  explained.  The 
contribution  plan  is  one  which,  on  the  face  of  it,  pays  no  atten- 
tion whatever  to  calendar  years.  It  is  this,  that  a  policy  which 
is  issued  in  July  gets  in  July  a  dividend  for  the  previous  year, 
namely,  from  July  of  the  previous  calendar  year  to  July  of  the 
present  calendar  year.  The  dividend  is  supposed  to  consist  of 
the  following  results:  The  contribution  plan  contemplates  the 
counting  first  the  reserve  held  in  July  a  year  ago,  supposing  it 
is  a  July  policy;  secondly  add  to  that  the  annual  premium  paid 
by  the  policyholder,  the  total  premium  paid  by  the  policyholder 
in  July  a  year  ago,  subtracting  from  that  a  charge  for  insurance 
and  a  charge  for  expense,  improving  the  remainder  at  a  rate  of 
interest  to  be  fixed  according  to  the  fair  earnings  of  the  Company 
during  the  period;  and  deducting  at  the  end  of  the  year,  namely 
in  July  of  this  year,  the  reserve  which  had  to  be  held  at  this 
period,  which  is  not  the  reserve  held  on  the  1st  of  January,  but 
is  a  separate  calculation.  And  after  making  that  deduction,  the 
balance  is  the  contribution  to  the  surplus.  Now,  that  is  an  ordi- 
nary businessL>e  bookkeeping  way  of  doing  the  business  on^  the 
face  of  it.  It  does  give  the  policy  credit  for  the  previous  reserve, 
for  the  actual  premium  less  the  charge  for  insurance  and  ex- 
penses plus  interest  at  the  rate  earned  by  the  Company.  The 
whole  thing  is  assumed  to  be  transacted  between  July  of  last  year 
and  July  of  this  year.  Now  a  similar  calculation,  according  to 
the  custom  of  the  business,  which  is  a  necessary  custom,  has  to  be 
made  so  as  to  give  an  exactly  similar  dividend  on  a  policy  of  the 
same  kind  dated  in  January,  and  also  on  a  policy  of  the  same 
kind  dated  in  the  following  December,  so  that  whether  it  is 
dated  in  January,  July  or  December,  the  same  kind  of  policy  must 
get  the  same  dividend.  That  is  the  necessary  custom  of  the  busi- 
ness, and  the  necessary  way  in  which  the  thing  has  to  be  done.  ISTow 
again,  the  break  whenever  a  break  is  made  annually,  it  has  to  be 
made  according  to  the  anniversary  of  the  policies  in  a  given  cal- 
endar year.  That  is,  all  policies  having  an  anniversary  in  this 
calendar  year  may  get  a  slightly  different  dividend  or  a  largely 
different  dividend,  as  the  case  may  be,  from  similar  policies  hav- 
ing their  next  anniversaries  in  the  next  ensuing  year.  The  result 
is  'that  there  is  a  necessary  break  in  this  system  —  I  am  not  now 
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discussing  where  the  base  figures  come  from,  but  I  am  discussing 
merely  the  system — there  is  a  necessary  break  in  the  system  be- 
tween December  and  January.  A  policy  dated  in  January,  1900, 
must  have  a  different  dividend  if  there  is  any  difference  in  the 
factors  from  a  similar  policy  dated  a  month  earlier,  but  inas- 
much as  the  contribution  system  is  intended  to  equalize  things 
as  much  as  possible,  and  does  actually  equalize  them  between  a 
policy  dated  in  January  and  in  the  following  December,  it  is,  a 
fortiori,  necessary  to  preserve  as  close  an  approximation  as 
possible  between  a  dividend  on  a  policy  dated  in  December  and'  a 
dividend  on  a  policy  dated  a  month  later  than  the  first  policy, 
so  it  is  necessary  first  to  secure  a  close  approximation  between  the 
scale  of  one  year,  and  the  scale  of  the  next  year  as  possible  in  order 
to  carry  out  the  principle  of  this  system,  which  is  to  make  an  as- 
sumed calculation  for  the  exact  policy  year  at  the  end  of  which 
the  dividend  is  given;  secondly,  inasmuch  as  this  system  re- 
lates only  to  policy  years,  it  is  also  impracticable  and  not  at- 
tempted to  be  adhered  to  closely  in  practice,  to  follow  the  exact 
figures  of  any  particular  calendar  year,  the  only  object  being  to 
make  the  final  results  fair  and  just  between  different  classes  of 
policies. 

Q.  I  want  to  get  at  exactly  what  you  do,  reserving  for  full 
consideration  whatever  may  be  said  in  regard  to  the  method 
employed.  Now  in  the  first  place,  it  appears  here  that  the  actual 
realized  earnings  for  1904,  $6,624,677,  but  those  are  taken  from 
the  books  of  the  Company.  You  made  your  estimates  for  div- 
idends for  the  year  1904,  or  rather  the  dividends  which  are  to  be 
paid  on  the  earnings  of  the  year,  before  those  results  were  ob- 
tainable ';     A.  Yes. 

Q.  What  did  you  estimate  to  be  the  amount  of  gains  ?  A.  The 
estimated  amount  of  gains  in  the  year  1903  were  all  that  I  had  in 
mind  in  ^^ovember,  1903,  when  I  made  the  estimate  of  dividends 
for  190i. 

Q.  WeJl,  the  gains  for  the  year  19&3  were  $5,563,861,  and  you 
in  November,  1903,  were  making  an  estimate  for  1904.  What 
did  you  tahe  as  the  amount  of  gain  from  which  you  were  to  pay 
dividends  in  1904?  A.  I  did  not  calculate  what  you  call  the 
amount  of  gains  from  which  I  was  to  pay  dividends  for  1904. 

Q.  Weli,  did  not  you  have  some  idea  of  an  amount  which 
would  represent  the  total  gain  for  the  year  1904  out  of  which  the 
dividends  woiild  have  to  be  paid  ?     A.  I  had  merely  before  me  the 
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fact  that  the  business  runs  with  tolerable  uniformity  from  year  to 
year,  and  I  proceeded,  as  I  have  explained  several  times  before,  by 
taking  the  dividends  of  the  previous  year  and  modifying  them  in 
accordance  with  what  appeared  to  be  the  way  business  was 
running. 

Q.  Then  you  did  not  take  any  assumed  amount  as  the  gain 
for  1904?    A.  I  did  not. 

Q.  And  not  taking  such  an  assumed  amount,  you  did  not  divide 
it,  of  course,  between  deferred  dividends  or  annual  dividends? 
A,  I  did  not. 

Q.  Or  other  policies  entitled  to  distribution  ?     A.  No. 

Q.  But  you  had  an  idea  that  the  dividend  factors  of  the  pre- 
vious year,  if  modified  in  a  certain  way,  would  produce  a  just 
result  ?     A.  That  is  the  idea  exactly. 

Q.  I  have  asked  you  to  furnish  me  vnth  a  statement  which 
would  show  the  manner  in  which  annual  dividends  have  been 
calculated  from  1900  to  1904,  inclusive,  the  calculation  in  each 
year  being,  as  I  understand  it,  for  the  payment  of  dividends  in  the 
year  following.  You  have  furnished  me  a  paper,  which  for  the 
reasons  you  have  siiggested  to  me  I  will  not  put  in  evidence  at"  this 
time,  in  order  that  there  may  be  no  data  furnished  for  comparison 
until  other  data  from  other  companies  are  obtained.  I  wiU  use 
it  simply  as  a  basis  for  examination. 

(Paper  marked  Exhibit  304  for  identification.) 

Q.  This  paper  marked  Exhibit  304  for  identification  on  the 
left  hand  side  under  the  total  interest  and  loading  factors  indi- 
cates the  factors  which  enter  into  the  calculation  of  annual  divi- 
dends?   A.  They  do. 

Q.  And  on  the  right  hand  side  indicate  the  proper  factors  which 
are  used  after  having  ascertained  the  accumulated  annual  divi- 
dends with  interest,  in  determining  the  amount  to  be  distributed 
upon  deferred  dividend  policies  to  those  entitled  to  distribution 
in  a  given  year?    A.  They  are. 

Q.  To  sum  up  briefly  what  you  said  the  other  day,  I  under- 
stand that  in  your  company  the  amounts  that  are  gained  from 
surrende;rs  and  lapses  are  applied  to  expenses,  and  the  gains  from 
mortality  are  applied  to  expenses,  and  that  the  annual  dividends 
come  from  two  sources,  the  gain  in  interest  and  the  residue  of 
the  loading  of  the  premiums  after  taking  out  what  is  necessary 
to  pay  the  balance  of  the  expenses  of  the  company?  A.  That  is 
correct. 
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Q.  You  stated  the  other  day  that  the  interest  factors  for  1904 
and  1905  were  4.1  per  cent.,  being  a  reduction  from  the  interest 
factors  of  4.3  per  cent,  for  the  year  1903.  In  those  years  the 
interest  factor  of  4.1  per  cent,  in  1904  and  1905  and  4.3  per  cent, 
for  1903,  were  applied  to  both  paid  up  policies  and  other  policies, 
were  they  not?    A.  They  were. 

Q.  In  the  case  of  the  paid  up  policy,  that  being  the  only  source 
of  the  annual  dividends,  whereas  in  the  case  of  the  other  policies 
on  which  premiums  were  still  being  paid,  there  was  a  percentage 
of  this  excess  loading?     A.  Yes. 

Q.  Which  was  distribiited  in  dividends?    A.  That  is  right. 

Q.  But  I  find  that  for  the  years  1902  and  1901  the  interest 
factor  used  for  paid  up  policies  was  less  than  the  interest  factor 
used  on  other  policies  in  computing  annual  dividends.  Why  was 
that?  A.  During  a  number  of  years,  prior  to  my  coming  to  the 
Mutual  Life  I  observed  in  looking  over  the  books  that  there  had 
been  a  difference  made  between  the  factors  for  paid  up  policies 
and  the  factor  of  interest  for  running  policies.  I  asked  the  reason 
and  was  told  that  it  was  because  other  policies  contributed  from 
the  premiums  towards  the  expenses  of  the  company,  while  the 
paid  up  policies  were  credited  with  a  smaller  rate  of  interest  in 
order  to  secure  from  them  some  contribution  to  the  general  ex- 
penses. In  other  words,  what  you  see  there  is  a  relic  of  an  old 
theory  that  it  would  be  desirable  to  make  a  smaller  credit  to  the 
paid  up  policy  in  order  to  secure  from  them  some  contribution 
toward  the  general  expenses. 

Q.  Was  that  an  accurate  theory?  A.  It  was  merely  an  effort 
to  secure  a  small  contribution  from  those  policies  which  would 
be  less  than  the  actual  expense  incurred  by  the  company  upon 
those  policies. 

Q.  I  understand  the  purpose  of  it,  but  according  to  your 
judgment  it  was  not  a  proper  theory  and  you  abandoned,  or 
abandoned  the  practice  based  upon  it  as  I  understand?  A.  I 
don't  know  that  I  should  have  abandoned  it  if  the  rate  of  inter- 
est had  kept  up,  but  as  the  rate  of  interest  decreased  it  seemed 
to  me  that  the  paid  up  policies  were  not  in  a  position  to  contrib- 
ute much  out  of  the  very  small  item  of  interest  coming  to  them, 
to  the  company's  expenses. 

Q.  If  it  was  a  proper  thing  to  have  one  rate  of  interest  for 
paid  up  policies  and  another  rate  of  interest  for  policies  not  paid 
up,  you  would  not  abandon  that  course  merely  because  the  rate 
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of  interest  to  the  company  declined?  A.  That  is  correct,  assum- 
ing that  there  was  anything  substantial  from  which  to  malce  this 
little  charge.  But  when  you  speak  of  a  proper  thing,  of  course 
the  proper  thing  would  have  been  to  make  some  estimate  of  a 
charge  proportionate  to  the  expense  incurred  by  the  company 
in  carrying  those  policies.  As  a  matter  of  fact,  the  difference 
was  never  sufficient  to  cover  those  expenses.  It  was  merely  an 
attempt  to  get  something,  and  when  there  seemed  to  be  very 
little  left  out  of  which  to  get  it,  I  abandoned  the  attempt.  I  leave 
the  logic  to  you. 

Q.  The  paid-up  policies  had  paid  in  the  premiums  the  esti- 
mated amount  of  the  contribution  ■  to  the  expenses  of  the  com- 
pany and  they  had  paid  that  amount  in  certain  installments 
which  were  complete  with  the  payment  period.  Is  not  that  so? 
A.  That  is  true  as  regards  the  calculation  of  the  premium,  but 
it  is  not  true  under  the  contribution  plan  of  assessing  dividends. 
The  contribution  plan  for  the  settlement  of  dividends  according 
to  the  original  publication,  and  it  has  never  been  changed  in  any 
company  since  so  far  as  I  know,  because  the  contribution  formula 
is  a  fixed  formula,  was  to  take  the  entire  premium  paid  by  the 
man,  as  I  say  at  the  beginning  of  the  policy  year,  give  credit  for 
the  reserve  if  there  was  one  at  the  same  time,  take  out  the 
charge  for  insurance  and  expenses  for  that  year,  whatever  was 
charged,  add  interest,  take  out  the  reserve  at  the  end  of  the  year, 
and  the  remainder  is  the  dividend.  That  compels  the  company 
under  that  system  to  pay  the  whole  of  that  loading  back  in  that 
dividend  after  making  a  charge  for  that  year's  expenses,  and  not 
for  future  expenses. 

Q.  But  whatever  the  contribution  system  is,  or  requires,  the 
fact  is  that  the  man  who  has  a  paid-up  policy,  has,  in  the  payment 
of  his  premiums  contributed  his  diie  share  to  the  expenses  of  the 
Company,  is  not  that  the  fact?  A.  But,  it  is  also  the  fact  that 
the  contribxition  plan,  by  returning  him  the  entire  loading,  less 
an  assessment  for  that  year,  has  returned  to  him  some  of  the 
money,  which,  according  to  your  theory,  he  had  contributed 
toward  future  expenses. 

Q.  But  as  I  understand  it,  you  have  in  addition  to  this  interest 
factor  a  loading  factor,  by  which  all  the  policies  entitled  to  annual 
dividends  which  are  not  paid-up  policies  get  back  a  certain 
amount  of  the  loading  upon  a  calculation  of  the  excess  of  the 
loading,  over  and  above  the  amount  required  for  expenses,  and 
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you  'have  made  it  clear  that  the  one  source  of  profit  to  the  paid-up 
policies,  according  to  your  system,  was  the  surplus  interest. 
Now,  so  far  as  the  interest  factors  are  concerned,  is  it  right  or 
not  right  that  the  paid-up  policies  should  have  the  same  interest 
factor  as  the  policies  that  are  not  paid  up  ?  A.  Under  the  system 
of  the  contribution  plan  it  is  right  that  they  should  have  such 
interest  allowance  as  is  proper  to.  he  made  to  them.  It  was  also 
a  system  in  force  before  I  went  to  the  Mutual  Life  to  charge 
against  these  policies  a  difference  in  the  rate  of  interest,  as  I 
explained  before,  so  as  to  get  out  of  them  some  slight  contribution 
to  current  expenses.  That  would  not  be  right  if  they  had  made 
previously  all  their  proper  contributions  to  current  expenses,  but 
that  last  hypothesis  is  not  correct  according  to  the  contribution 
system. 

Q.  How  is  it  that  what  was  right  in  1902  became  wrong  for 
1903?  A.  I  have  already  said  that  I  could  not  find  much  to  take 
it  out  of,  and  what  I  did  take  out  before  was  not  very  much, 
not  as  nfuch  as  it  should  have  been,  and  that  coming  down  to  the 
place  where  even  that  could  hardly  be  taken  out  without  pro- 
ducing next  to  no,  or  practically  no  dividend  at  all  on  these 
policies,  I  stopped  the  practice,  and  as  I  said  before,  I  leave  the 
logic  of  it  to  you.     I  cannot  explain  any  further. 

Q.  Well,  the  point  is  that  when  your  interest  factor  dropped 
to  four  and  one-tenth  per  cent.,  which  left  only  one-tenth  per 
cent,  over  the  four  percent,  calculated  for  the  reserve,  if  you 
made  a  difference  and  gave  less  to  the  paid-up  policies,  they  would 
practically  have  had  no  dividend  at  all?  A.  That  is  practically 
correct.  But,  on  the  other  hand,  I  wish  to  say  further  that  there 
are  many  companies  to-day  which  make  a  very  considerably  larger 
interest  factor  o^i  paid-up  policies  than  the  interest  which  the 
companies  are  actually  earning,  less  their  expenses.  My  object 
has  been  to  approximate  as  closely  to  actual  facts  as  possible. 
That  very  case  you  brought  up  to  me  the  other  day  on  a  company 
in  Philadelphia  where  the  dividends  were  very  high  on  a  paid-iTp 
policy,  yoiu  yourself  noticed  that  they  ranged  along  with  approxi- 
mately the  same  system,  and  apparently  the  same  rate  of  interest 
for  a  number  of  years,  when  all  of  a  sudden  they  dropped  very 
suddenly,  and  gradually  increased  again  and  dropped  very  sud- 
denly. If  you  apply  all  your  questions  to  that  company  they 
would  have  been  worse  guessers  than  any  other  actuary  you  could 
find;  and  yet  those  gentlemen,  I  claim,  are  not  guessers  at  all; 
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there  is  no  guessing  about  it.  The  dividends  are  calculated,  hun- 
dreds of  thousands  of  them  with  the  most  accurate  adherence  to 
mathematical  principles,  based  merely  on  those  factors,  and  the 
Factors  themselves  ^are  changed  as  little  as  possible. 

Q.  Of  course,  if  you  get  your  factor  the  rest  is  a  mere  matter 
of  computation  ?    A.  That  is  right. 

Q.  It  is  the  matter  of  getting  the  factor  I  was  inquiring  about. 
A.  The  factor  is  always  the  good  judgment  of  the  actuary  without 
the  results  of  one  calendar  year. 

Q.  We  will  have  to  take  the  companies  one  at  a  time;  we  ' 
cannot  deal  with  them  all  together,  and  we  will  endeavor  to  get 
the  facts.  A.  I  do  not  wish  to  have  the  course  of  all  the  actuaries 
of  all  the  companies,  the  system  by  which  they  do  business^I 
do  not  wish  to  have  that  fathered  upon  me  as  a  case  of  guessing, 
and  estimating,  when  I  am  merely  carrying  out  the  principles  of 
the  business  which  I  found  when  I  came  into  it,  and  which  every 
other  company  and  every  other  actuary  in  the  country  is  now 
practising. 

Q.  Now,  then,  taking  up  the  other  factor  that  enters  into  the 
calculation  of  annual  dividends,  which  you  call  the  loading  factor ; 
that  loading  factor  I  understand  is  the  percentage  of  the  loading 
upon  the  premium  which  is  to  be  treated  as  an  amount  to  be  paid 
or  credited  by  way  of  dividends  ?  A.  Correct — ^together  with  the 
items  of  interest. 

Q.  Yes,  but  speaking  now  simply  of  that  portion  of  the  divi- 
dends which  comes  from  the  use  of  the  loading  factor,  in  other 
words,  to  be  as  clear  as  possible,  having  appropriated  the  gains 
from  surrenders  and  lapses,  and  gain  for  mortality  to  the  payment 
of  the  expenses,  having  discharged  the  residue  of  the  expenses 
out  of  the  loading  and  the  premiums,  the  excess  of  the  loading 
that  remains  is  then  distributed  by  way  of  dividends  according 
to  the  loading  factor,  which  loading  factor  is  the  percentage  of 
that  excess  loading  to  which  it  is  deemed  the  policy  of  a  given 
year  is  entitled.    A.  Yes. 

Q.  'Now,  how  do  you  get  at  the  loading  factor?  A.  Let  me 
have  the  sheet  for  the  previous  year.  (Counsel  hands  witness 
paper. ) 

THE  WITNESS  (Continuing):  The  factors  for  1905  were 
the  same  for  all  years,  from  1901,  and  for  all  previous  years  of 
issues  as  they  were  in  1904.    The  factor  for  a  policy  issued  in  1904 
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in  the  dividend  of  1905,  being  the  first  dividend  is  the  same  factor 
as  was  given  the  previous  year  on  a  policy  issued  in  1903,  heing 
the  first  dividend,  namely,  21  jper  cent. 

Q.  Without  explaining  how  you  get  that  from  the  previous 
year  I  wanted  to  go  a  little  back  of  that.  You  have  an  excess 
of  loading,  or  of  total  loadings,  for  a  given  calendar  year  to  be 
distributed  in  dividends,  that  excess  being  either  actual  or  esti- 
mated. Now,  did  you  take  the  actual  excess  or  an  estimated 
excess?  A.  Neither;  I  had  no  relation  to  calendar  years  what- 
ever. 

Q.  Then,  in  determining  what  dividends  should  be  paid  in 
1905  out  of  the  excess  of  the  loading  over  expenses,  after  having 
reduced  the  expenses  by  the  application  of  other  gains,  as  has 
been  stated  in  the  year  1904,  you  could  not  take  the  actual  ex- 
penses when  you  made  the  calculation  in  November,  because  you 
didn't  have  them,  and  I  understood  that  you  did  not  make  any 
estimate  of  expenses,  or  of  excess  loading?     A.  That  is  correct. 

Q.  The  excess  loading  which  theoretically  is  to  be  distributed 
in  dividends  by  an  application  of  these  loading  factors  is  the 
excess  loading  paid  in  the  calendar  year,  isn't  it  ?     A.  No. 

Q.  What  is  it?  A.  It  is  the  assumed  excess  loading  which  is 
paid  in  the  policy  years,  the  policy  years  begin  in  January,  some 
of  them,  and  others  begin  in  December,  and  others  begin  in  all 
the  months  between. 

Q.  You  have  got  the  factor  for  the  year  1905  from  the  year 
1904  ?     A.  From  the  factors  used  in  1904. 

Q.  That  is  what  I  mean,  yes.  When  is  the  last  time  when 
the  factors  have  been  actually  calculated — I  mean  not  by  modi- 
fying the  factors  of  a  prior  year  as  a  matter  of  judgment,  but 
by  an  actual  calculation  of  what  percentage  of  the  loadings  upon 
the  premiums  should  be  returned  ?  A.  I  do  not  think  there  has? 
ever  been  any  calculation  whatever,  except  the  application  of 
good  judgment  connected  with  the  previous  dividends  and  under 
general  instructions  of  the  Board  of  Trustees  that  the  proportion 
of  loading  returned  shall  be  larger  for  policies  according  to  the 
dates  of  issue,  the  policies  issued  earlier  shall  have  a  larger  pro- 
portion. 

Q.  A  larger  proportion  of  what  ?  A.  A  larger  proportion  of 
their  loadings  shall  be  given  to  the  policies  issued  earlier ;  in  other 
words,  that  the  gradation,  of  percentage  shall  be  larger  and  larger 
on  the  policies  issued  in  earlier  calendar  years. 


1884  Legislative  Insurance  Investigation. 

Q.  Was  that  the  iostruction.  of  the  Board  as  a  whole?  A. 
That  was  passed  by  the  Insurance  Committee  and  ratified  by  the 
Board. 

Q.  "Was  the  action  of  the  Insurance  Committee  based  upon 
your  recommendation  ?  A.  Based  upon  my  recommendation  and 
the  President's — supplem«nted  by  the  President's. 

Q.  In  other  words  it  emanated  from  the  actuary  of  the  depart- 
ment?    A.  It  came  from  me. 

Q.  Then  you  have  never  in  your  experience  with  the  company 
taken  a  certain  amount  of  money,  as  the  amount  of  the  excess 
loading  for  a  given  year  and  then  ascertained  what  percentages 
of  that  amount  were  applicable  to  the  different  policies,  accord- 
ing to  the  sums  they  had  contributed  to  that  excess  ?  A.  There 
is  no  rule  known  in  the  business,  and  no  rule  can  be  suggested 
by  any  one  out  of  the  business. 

BY  THE  CHAIRMAIf : 

'Q.  That  is  hardly  responsive,  I  think,  to  the  question.  The 
question  was  Whether  you  had  ever  done  a  certain  thing-— had 
you  or  had  you  not?  A.  The  latter  part  of  the  question  may 
ha"?e  misled  me  as  to  the  beginning. 

MR.  HUGHES:  Read  that  question  to  the  witness;  I  think 
you  can  answer  that  categorically. 

Q.  (Read  as  follows)  :  Then  yoti  never  in  your  experience  with 
the  company  have  taken  a  certain  amount  of  money  as  the 
amount  of  the  excess  loading  for  a  given  year,  and  then  ascer- 
tained what  percentages  of  that  amount  would  be  applicable  to 
different  policies  according  to  the  sums  they  had  contributed  to 
the  €xcess?  A.  That  involves  the  question  of  the  sums  which 
the  policyholders  contribute  to  the  excess;  and  it  is  impossible 
to  answer  the  question  without  speaking  on  that  subject. 

BY  MR.  HUGHES: 

Q.  Let  me  divide  the  question.  Have  you  ever  made  a  calcu- 
lation of  the  amount  of  dividends  to  which  policies  were  entitled 
by  "taking  in  the  first  instance  an  amount  which  you  had  ascer- 
tained to  be,  or  assumed  to  be,  the  excess  loading  for  a  given  year  ? 
A.  Yes. 

Q.  When  did  you  do  that  ?    A.  Every  year. 

Q.  "What  amount  did  you  take  last  year  ?  A.  I  have  no  record 
of  it. 
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Q.  Have  you  any  records  of  any  amounts  which  you  have 
taken  in  the  last  five  years  ?    A.  I  have  no  record  of  it. 

Q.  Having  ascertained  or  taken  a  certain  amount  as  represent- 
ing the  excess  loading,  do  you  then  endeavor  by  some  system  to 
divide  that  amount  among  the  different  policies  according  to 
their  respective  shares  ?    A.  Yes,  in  this  way 

Q.  Well,  before  we  go  on — then  I  understand  if  you  ascertain 
the  excess  loading  to  be  for  examplfe  $2,500,000,  or  assume  it  to 
be  $2,500,000,  you  had  a  plan  by  which  you  divide  that  $2,500,- 
000  among  the  different  policyholders  ?       A.  Yes. 

Q.  JSTow  will  you  please  state  just  what  that  plan  was?  A. 
The  plan  was  to  assume  the  factors  of  the  previous  year  and  see 
what  the  total  would  be  as  applied  to  the  current  business  and 
the  business  on  which  the  annual  dividends  had  to  be  calculated, 
and  if  it  should-  exceed  or  fall  below  what  appeared  to  be  a  fair 
amount  to  divide,  then  the  factors  would  be  modified  so  as  to-  in- 
crease the  total  or  diminish  it  as  thus  estimated. 

Q.  When  you  say  the  fair  amount  to  be  divided,  do  you  mean 
now  the  same  amount  you  had  ascertained  or  assumed  to  be  the 
excess  loading?    A.  IST — I  beg  pardon-^yes,  yes — I  beg  pardon. 

Q.  You  do  mean  that?  A.  I  mean  the  fair  amount  to  be 
divided  on  the  loadings,  not  the  total  amount  to  be  divided',  but 
the  amount  to  be  divided  on  the  loadings. 

Q.  When  you  say  by  taking  the  former  factors  you  endeavor 
to  ascertain  whether  the  amount  resulting  would  be  a  fair  amount 
to  be  divided  and  I  want  to  know  whether  you  mean  by  that 
whether  the  amount  resulting  was  in  the  aggregate  the  same  as 
the  total  excess  which  you  had  ascertained  or  assumed  to  be  availa- 
ble for  distribution  ?  A.  After  I  had  modified'  the  figures  it  would 
agree  with  the  excess  which  I  thought  should  be  divided  on  the 
loadings. 

Q.  So  that  your  modified  factors  operated  to  distribute  the 
amount  which  should  be  ascertained  or  assumed  to  be  excess  for 
distribution  over  and  above  the  amount  derived  from  the  interest 
— I  mean  apart  now  from  the  use  of  the  interest  factor. 

THE  CHAIRMAN:  Was  there  any  actual  ascertainment  or 
assumption  ? 

MR.  HtJGHES :  The  witness  has  stated  that  there  was  a  cer- 
tain amount  each  year  of  which  he  has  kept  no  record,  that  is 
right,  is  it  not?' 
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THE  WITNESS:    That  is  right. 

Q.  How  nearly  does  the  amount  which  you  assumed  to  be  the 
excess  loading  for  the  year  1904  correspond  to  the  actual  amount 
as  ascertained  from  the  business  of  the  Company  for  the  year, 
that  actually  existed  as  excess :  loading  ?  A.  I  have  never  com- 
pared. 

Q.  Well,  of  course,  you  have  them  in  your  mind  sufiSciently. 
clearly  to  enable  you  to  state  atout  how  they  corresponded?  A. 
I  have  never  compared  them;  I  say,  I  have  never  thought  of  com- 
paring them. 

Q.  Can  you  give  me  approximately  the  amount  which  last  year 
in  ISTovember,  1904,  you  assumed  to  be  the  amount  of  the  excess 
loading  and  available  for  distribution?    A.  I  cannot. 

Q.  I  don't  mean  the  exact  amount  ?  A.  I  cannot  approximate 
it;  I  have  no  idea. 

Q.  And  that  is  true  of  the  years  before?    A.  Practically. 

Q.  I  understood  you,.  Mr.  McGlintock,  to  say  you '  had  no 
records.  I  will  ask,5ie  question:  Have  you  any  record  of  the 
amount  you  took.for  that  purpose  ?  A.  My  calculations  are  made 
in  pencil  on  a  slip  of  paper,  and  after  I  have  checked  them 
up  and  found  them  to  be  as  I  considered  correct,  I  have  taken 
the  total  result,  made  a  recommendation,  and  thrown  the  paper 
away.         ... 

BYMK.COX: 

Q.  Is  this  something  you  do  personally?  A.  Something  I  do 
personally;  it  is  simply  forming  the  factory. 

Q.  And  which  you  do  not  call  upon  others  to  assist  you  —  that 
is,  this  particular  work  ?    A.  I  do  not  call  anyone  to  assist  me. 

BY  MR  HUGHES: 

.  Q.  Of  course,, it, would  be  a  simple  matter,  I  suj.pose,  to  recon- 
struct that  amount  by  taking  the  factors  in  your  table  here  and 
•ascertaining  the  amount,  th«  aggregate  would  be,  of  the  excess  . 
so  distributed?  A.  I  could  form  an  estimate  if  I  were  acquainted 
v(*ith- the  amount  on  which  the  interest  item  was  charged  —  I 
could  estimate  the  amount  of  the  interest  item  and  then  sub- 
tr8cting,that  from  the  total,  the  remainder  would  be  the  item.  ■ 

Q,  Taking  the  loading  factor  and  the  loading  on  the  premium,  , 
you  can  by  that  ascertain  the  excess  loading  which  was  distrib- 
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uted  by  means  of  the  loading  factor  ?  A.  The  loading  factor  runs 
over  premiums  dated  in  a  great  many  different  years,  and  the 
amount  of  the  loadings  in  those  different  years  is  —  on  the  policies 
which  actually  recedve  dividends  in  1904 — ^is  not  available — 
there  is  no  record  kept  of  the  sep^arate  premiums  on  such  policies. 

Q.  How  do  you  get  at  then  the  amount  to  which  you  are  to 
^PPly  yoii^  loading  factor?  A.  I  have  before  me  every  month 
of  November  a  statement  of  the  amount  of  business  in  force  on 
different  plans  issued  in  different  years  as  of  the  1st  of  November, 
and  I  have  that  as  a  guide  for  estimating  —  not  accurately  calcu- 
lating, but  estimating  the  amount  which  you  refer  to. 

Q.  How  far  back  is  it  that  you  have  not  the  exact  loadings 
upon  the  premiums  of  policies?  A.  I  don't  understand  the 
question. 

Q.  Do  I  understand  that  in  certain  earlier  years  you  have  not 
a  record  of  the  exact  loading?    A.  In  no  years  that  T  know  of. 

Q.  In  no  year  ?  A.  Excepting  the  gross  loadings  as  calculated 
by  the  gain  and  loss  exhibit,  of  the  gross  premiums  received. 

Q.  You  know,  for  example,  on  the  policies  issued  in  1903, 
what  the  policyholders  paid  through  loadings  upon  their  pre- 
miums —  you  know  what  the  loadings  were  ?  A.  I  don't  know 
how  I  should  know. 

Q.  Don't  you  determine  what  they  shall  be?  A.  What  what 
shall  be? 

Q.  What  the  loadings  upon  the  premiums  shall  be?  A.  In 
the  first  place  one  has  to  know  the  premiums.  I  told  you  there 
is  no  separate  account  kept  of  the  premiums  paid  in  the  year 
1904,  of  policies  issued  in  particular  years.  I  made  a  careful 
estimate,  however,  at  your  request,  or  at  Mr.  McKeen's  request, 
some  time  ago  of  the  loading  on  policies  one  year  in  force,  which 
was  different  from  the  policies  issued  in  the  calendar  year  1903. 
That  you  probably  have  in  mind,  and  that  is  a  different  matter. 

Q.  I  have  this  in  mind.  You  have  furnished  me  with  a  state- 
ment of  the  calculation  of  annual  dividends,  what  I  understand 
to  be  a  typical  case,  which  reads  as  follows:  Annual  dividends  of 
1905  above  quoted,  $4.58  per  thousand,  is  calculated  on  the  basis 
of  $10,000,  that  is,  the  loading  factor  is  52.9  per  cent.,  and  this 
applied  to  the  loading  on  $10,000,  $82.58  provides  $43.68.  You 
know  that  the  loading  on  $10,000  was  $82.58?  A.  I  know  how. 
much  it  is  on  each  thousand  doUai's  perfectly  well.  I  was  think- 
ing now  of  the  total  amount  of  premiums  paid  in  a  given  year. 

:Q.  You  knqw  how  much  it  is  on  each  thousand  dollars  in  each 
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year?     A.  On  each  policy,  yes.     I  can  find  it  out  by  going  to  the 
books. 

Q.  Then  you  can  find  out  what  the  loading  is  upon  the  prerni- 
ums  in  a  given  3'eaT?.    A.  Of  any  given  policy? 

Q.  Of  any  given  amount?     A.  Of  any  given  policy. 

Q'.  Of  any  given  policy  ?     A.  Yes. 

Q.  And  knowing  that  loading,  ^nd  having  the  loading*  factors 
that  you  use,  you  can  ascertain  the  aggregate  amount  which  was 
distributed  as  excess  loading?  A.  If  I  knew  the  amount  of  pre- 
miums on  policies  issued  in  a  particular  year  —  which-  I  under- 
stand is  your  question- — for  instance  policies  issued  in  the  year 
1899  I  have  no  meaus  excepting  a  certain  rough  estimate  which 
might  be  made  —  I  have  no  means  of  knowing  exactly  what  the 
loadings  would  be  on  those  policies  and  particularly  as  there  is 
no  means  of  knowing  how  many  of  them  paid  theit  premiums 
and  received  dividends  in  the  year  1904  unless  by  going  item  by 
ibemj  policy  by  policy,  to  the  books  and  finding  out  whether  that 
particular  pciiicy  paid  a  premium  and  adding  it  up. 

Q.  You  have  here  a  loading  factor  of  32.5  appli*ea:bl6' to  policies 
issued  in  1899.  How  do  you  get  the  amount  to  which  that  factor 
was  applied?  A.  You  refer  to  my  estimate  in  making"  up  the 
dividend? 

Q.  ISTo,  I  ask  you  where  you  got  the  amount  to  which  you 
applied  that  loading  factor  of  32.5  per  cent,  applicable  topoliciies 
issued  in  1899?  A.  You  mean  to  which  it  was  actually  applied  in 
the  dividend  of  1905 — is  that  the  dividend  of  1905?  The 
amounts  are  not  separately  calculated;  there  is  no  such  amount 
made  on  the  books  of  the  company.  Each  particular  policy  had 
that  particular  caleiilation  applied  to  it  as  a  separate  policy,  but 
as  to  how  many  policies  paid  their  premiums  and  got  that  par- 
ticular application  at  that  particular  age  is  anothei*  question-. 
Of  course  every  policy  at  that  particular  age  gets  that  particular 
amount  applied  to  it,  but  it  is  applied  as  an  individual  policy. 

Q.  In  other  words  if  I  am  a  holder  of  a  policy  issued'  in  1899j 
you  have  this  factor  of  32.5  per  cent. —  you  have  on- your  books  a 
figure  representing  the  loading  on  my  policy  to  which  you  apply 
my  policy?  A.  No,  sir.  We  have  on  our  books  the  amount  of 
your  policy  and  have  a  sheet  which  contains-  the  amount  of  the 
dividend  on  a  policy  like  this,  $1,000  issued  in  1890.  The  figures 
on  that  sheet  are  calculated  in  accordance  with-  those  factors 
which  you  have  in  your  hand.  The  figures  on  that  sheet  which 
relate  to  a  thousand  dollar  policy  like  yours  .ire  applied  to 
your  policy  and  all  similar  policies  on  the  books  of  the  company. 


Testimony  of  Emory  McCUntock.  1889 

Q.  Tou  mean  now  this  loading  factor?  A.  No;  I  mean  what 
we  call  the  contribution  sheets  which  includes  the  sum  of  the 
loading  element  and  the  interest  element,  namely  the  dividend  — 
the  total  dividend  on  a  thousand  dollar  policy  —  on  that  particular 
policy,  is  entered  on  those  sheets,  the  working  sheets;  those  work- 
ing sheets  are  taken  by  the  clerks  to  this  list  of  policies  and  op- 
posite each  policy  they  refer  to  working  sheet  and  see  what  the 
dividend  is  per  thousand,  and  multiply  it  by  the  amount  of  the 
policy  and  enter  it  on  the  books. 

Q.  Is  that  amount  on  these  contribution  sheets  the  total  of 
the  amount  applicable  including  the  interest  and  the  loading?  A. 
The  actual  dividend  is  entered  on  the  contribution  sheet,  that  is 
the  sum  of  the  interest  factor  and  the  loading  factor. 

Q.  Where  is  the  sheet  or  do  you  have  a  sheet  which  contains 
the  amounts  to  which  the  loading  factor  is  itself  applicable?  A. 
We  have  a  table  of  the  loadings  which  shows  how  much  the  load- 
ing is  on  certain  policies  of  a  thousand  dollars. 

Q.  To  get  back  to  what  I  said  a  moment  ago,  if  I  have  a  policy 
issued  in  1899  you  know  what  premium  I  pay  and  you  know 
what  the  loading  on  that  is?  A.  On  your  particular  policy  there 
is  no  factor  made  of  the  loading  on  your  policy.  We  haye  simply 
tables  which  show  what  the  premium  is  on  a  policy  of  $1,000  of 
a  particular  plan  issued  at  a  particular  age. 

Q.  That  would  be  the  equivalent  of  the  loading  on  my  policy  ? 
And  those  tables  show  the  equivalent  of  the  loading  on  your 
policy  on  the  basis  of  $1,000. 

Q.  And  having  that  table  which  gives  the  equivalent  of  the 
loading  upon  my  policy  you  apply  to  it  these  loading  factors? 
A.  That  is  right,  just  as  I  did  in  that  case. 

Q.  And  the  amount  that  is  the  loading  on  that  particular  policy 
is  a  constant  amount  ?    A.  Always  the  same. 

Q.  So  long  as  the  loading  factor  remains  the  same,  the  policy- 
holder will  get  in  his  annual  dividend,  so  far  as  the  loading  is 
concerned,  the  same  amount  of  dividend?  A.  That  is  correct, 
yes. 

Q.  'No-w,  I  notice  that  in  making  the  calculations  for  1905  you 
leave  all  the  factors,  the  loading  factors,  the  same  for  policies  of 
given  years  with  the  exception  of  the  first  three  years,  or  rather 
the  second  and  third  year,  which  were  the  first  years  of  the  cal- 
culation for  1904?  A.  That  is  correct. 
60 
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Q.  WKy  did  you  make  a  modification  in  your  loading  factors 
for  policies  of  1902  and  1903,  leaving  the  loading  factors  for  all 
the  other  policies  the  same?  A.  The  first  year  policy  in  1904 
had  a  percentage  of  27  per  cent.  A  policy  issued  in  1903  getting 
its  first  dividend  at  a  percentage  of  27  per  cent.,  a  policy  issued 
in  1904  receiving  a  dividend  in  1905  was  put  dov^n  also  at  27 
per  cent.,  being  its  first  dividend.  Nov?,  inasmuch  as  the  policy 
issued  in  1903  was  now  two  years  old,  received  the  previous  year 
27  per  cent.,  it  appears  to  be  in  accordance  with  the  general  sys- 
tem to  increase  it;  and  you  will  see  that  those  two  years  you 
speak  of  were  increased  so  as  to  make  as  fair  and  mathematical 
a  gradation  as  possible  between  that  policy  issued  in  1904  and 
the  policy  issued  in  1901. 

Q.  What  I  say  is  this,  that  under  your  calculation  for  dividend 
in  1905  the  loading  factor  for  policies  issued  in  1902  is  28  3-10  per 
cent.  The  loading  factor  for  dividends  in  1904  upon  policies  is- 
sued  in  that  year  28  1-10  per  cent,  showing  an  increase.  I  find 
that  the  loading  factor  for  dividend  of  1905  of  policy  issued. in 
1903  is  27  6-10  per  cent.,  and  that  the  loading  factor  for  1904  for 
policies  issued  the  same  year  is  27  per  cent.,  showing  an  increase. 
Now,  the  interest  factor  remaining  the  same,  the  loading  factor 
on  all  the  other  policies,  going  back  to  1860  remain  the  same,  so 
that  there  was  an  increase  simply  in  the  dividends  of  policies 
issued  in  1902  and  1903  ?    A.  Correct. 

Q.  JSTow,  'why  should  they  have  an  increase  of  dividends  and 
nobody  else  have  them?  A.  Merely  in  order  to  produce  a  mathe- 
matical gradation  between  the  new  policies  issued  in  1904  which 
received  no  dividend  until  the  previous  year — as  I  explained  be- 
fore,— so  as  to  make  a  gradation  between  the  27  per  cent,  on  the 
first  dividend  and  the  subsequent  dividend  where  the  figures  were 
taken  over  without  change. 

Q.  Why  didn't  you  make  a  mathematicial  gradation  which  would 
apply  uniformly  to  all  policies  ?  A.  Because  it  did  not  appear  to 
me  that  there  was  surplus  sufiSicient  to  warrant  it. 

Q.  As  a  matter  of  fact  the  policyholders  having  policies  issued 
in  1902  and  1903  had  their  loading  factors  increased  and  the 
others  remained  the  same.     Now,  was  that  right? 

I'HE  CHAIRMAN:  By  mathematical  you  mean  symmetrical? 

A.  I  will  substitute  symmetrical  for  mathematical,  of  course. 
The  new  policy  issued  in  1903,  its  first  dividend  was  27  per  cent. 
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of  the  loading.  A  new  policy  issued  in  1904  had  its  first  dividend 
27  per  cent,  on  the  loading. 

Q.  I  do  not  want  to  interrupt  you,  Mr.  McClin.tock,  hut  I  am 
not  comparing  the  dividends  received  the  first  year;  I  am  com- 
paring policies  of  the  same  year  and  the  loading  factors  of  the 
two  years,  and  calling  your  attention  to  the  fact  that  there  is  an 
increase  in  the  case  of  policies  of  1902  and  1903  and  not  in  any 
other  case.  Now,  you  say  you  have  done  that  in  order  to  havo 
a  gradation?  A.  If  you  will  allow  me  to  put  it  the  other  way 
around  a  policy  two  years  old  in  the  dividend  of  1904  had  a  per- 
cent-age 28  1-10  per  cent.  A  policy  two  years  old  in  the  dividend 
of  1905  had  a  percentage  of  2Y  6-10  per  cent.,  which  is  a  reduction, 
and  in  other  words  the  percentage  is  an  increase  as  regards  poli- 
cies issued  in  the  same  calendar  year,  but  it  is  a  reduction  as 
regards  policies  of  the  same  duration. 

Q.  That  is  not  responsive  to  my  question.  The  loadings  upon 
a  policy  issued  in  a  given  year  remain  constant  as  long  as  pre- 
niiiims  are  paid,  do  they  not?     A.  Certainly. 

Q.  Applying  the  same  factor  to  the  same  loading  you  have  the 
same  result,  of  course?     A.  Certainly. 

Q.  In  making  up  your  estimate  of  dividends  for  1905  you  kept 
the  factors  the  same  for  policies  of  the  respective  years  back  to 
1859,  except  two,  and  in  those  two  cases  you  made  the  factors 
different.  I  want  to  know  how  you  can  justify  giving  a  different 
factor  in  the  case  of  pohcies  of  two  years,  the  same  factors  as  to 
policies  of  all  the  other  years?  A.  The  justification  is  that  there 
was  a  reduction  in  the  percentage  for  all  policies  of  equal  duration 
In  the  two  years.  There  was  a  somewhat  smaller  reduction  in  the 
case  of  these  policies  you  speak  of  the  second  year  and  the  third 
year  than  there  was  in  later  years,  but  nevertheless  there  was  a 
reduction  all  the  way  through.  Tour  question  practically  comes 
around  to  this — why  didn't  I  give  a  percentage  less  than  27  per 
cent,  on  the  first  premium  of  the  policy  issiied  in  1904. 

Q.  'No,  that  is  not  my  question  now.  In  the  first  place,  if  you 
desire  to  look  at  it  from  the  standpoint  of  the  duration  of  the 
policies,  from  which  standpoint  you  find  a  reduction,  it  is  uniform 
because  the  factors  remain  the  same  as  to  all  the  policies  save 
the  policies  of  two  years.  What  I  am  asking  you  about  is  not 
whether  it  is  an  increase  or  decrease,  but  why  it  is  different  for 
tJiose  two  years  than  it  is  for  all  the  other  years?  A.  I  have  no 
other  answer  to  make  except  that  I  thought  it  not  desirable  to 
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change  tine  factor  for  the  first  dividend,  and  in  order  to  keep  that 
at  27  per  cent,  and  produce  a  symmetrical  gradation  it  was  neces- 
sary to  make  these  changes  to  which  yon  refer. 

Q.  You  wanted  to  keep  the  factor  27  per  cent,  on  the  policies 
for  the  first  year,  and  you  did  not  want  to  change  the  other  factors 
exceept  when  it  was  necessary,  and  so  the  policies  of  a  couple  of 
years  were  varied  until  you  could  get  back  to  the  same  figures 
you  had  in  your  prior  table?     A.  Correct. 

Q.  ISTow,  following  your  calculation  of  an  annual  dividend, 
after  you  have  taken  the  loading  factor  and  applied  it  to  the 
loading  iipon  the  policy  of  a  given  year  for  a  given  amount,  you 
then  take  the  interest  factor  in  the  case  of  the  last  two  yeajs, 
1-10  of  one  per  cent,  upon  the  reserve,  and  add  that  result  to 
the  result  from  the  application  of  the  loading  factor  to  get  the 
total  annual  dividend?     A.  Correct. 

Q.  So  that  it  is  all  a  matter  of  simple  mathematical  calcula- 
tion after  you  get  vour  interest  factor  and  your  loading  factor? 
A.  Yes. 

Q.  There  is  not  anything  to  add  to  what  you  have  said  on  the 
derivation  of  this  respective  factor?  A.  I  think  I  have  told  you 
all  I  know  on  the  subject. 

Q.  We  come  next  to  the  method  of  calculating  deferred  divi- 
dends. You  have  already  explained  that  when  you  come  to  a 
year  of  distribution  you  first  take  the  annual  dividends  which 
have  been  actually  declared  in  prior  years  to  policies  of  the  same 
issue  and  you  take  the  interest  upon  those  annual  dividends  yearly 
and  compound  it  at  the  interest  rates  which  have  been  used  by 
the  company  as  interest  factors  in  the  respective  years  until  you 
get  a  sum  which  represents  the  hypothetical  amount  which  this 
policyholder  would  have  been  entitled  to  as  an  accumulation  of 
annual  dividends  with  interest?    A.  Yes,  sir. 

Q.  !N^ow,  up  to  tbat  point  the  calculation  is  simply  referred 
back  to  the  method  of  calculating  annual  dividends,  but  you 
advance  a  step  beyond  that,  and  apply  to  the  sum  of  the  hypo- 
thetical annual  dividends  with  interest,  what  you  call  a  profit 
factor  which  represents  the  percentage  of  profit  to  which  the 
deferred  dividend  policy  is  entitled  by  reason  of  the  risks  of  loss 
of  surplus  which  the  holders  of  that  policy  have  undergone — -is 
that  right?    A.  That  is  right. 

Q.  Now,  you  have  furnished  in  this  Exhibit  304  a  table  of 
profit  factors  which  have  been  used  at  the  end  of  various  diatri- 
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bution  periods.  What  I  would  like  to  ascertain  is  how  you  de- 
rived these  profit  factors  ?  A.  I  have  here  the  formulas.  I  think 
I  can  explain  it.  Taking  the  16  year  period  beginning  in  1890 
and  ending  1905,  that  table  of  factors  contains  a  long  column 
arranged  according  to  age  at  issue.  "Now,  age  factor  in  that 
column  of  15  year  period  issued  in  1890  for  a  given  age  at 
issue  is  calculated  according  to  this  formula.  Suppose  the  age 
at  issue  is  40 ;  then  the  table  rate  of  mortality  at  age  of  50  is  multi- 
plied by  seven,  and  if  it  is  any  other  age  we  add  ten  to  the  age 
of  issue,  and  the  table  rate  of  mortality  at  that  increased  age  is 
multiplied  by  seven  and  that  figure  added  to  19  per  cent,  gives 
the  percentage  exhibited  in  the  columns.  In  other  words  it  con- 
sists of  two  elements,  19  per  cent,  the  profit,  miscellaneous  profit 
from  lapses  as  you  might  say  and  the  mortality  profit  which  is 
represented  by  a  more  complicated  factor  based  on  the  age;  the 
two  together  make  the  factor  given  there  at  the  given  age.  The 
same  method  of  calculation  is  used  for  all  other  ages. 

Q.  Now,  in  distributing  annual  dividends  and  in  giving  to  the 
holder  of  a  policy  with  deferred  apportionment,  an  amount  which 
would  have  been  equal  to  his  annual  dividends  had  he  been  en- 
titled to  receive  them,  with '  interest,  you  have  distributed  the 
surplus  interest  earned  and  the  excess  loading  after  applying  the 
gains  from  mortality  and  the  gains  from  surrender  and  lapses  to 
the  payment  of  expenses.  This  profit  factor  represents  some  ad- 
(fctional  share  of  gain  over  and  above  all  that  is  represented  by 
annual  dividends.  What  is  that  additional  source  of  gain?  A. 
I  can  illustrate  that  best  by  saying  what  was  done  this  last  winter 
on  this  particular  class  of  policy  you  have  spoken  of,  namely 
the  15  year  policies  issued  in  1890. 

Q.  In  the  first  place  can  you  state  it  abstractly  without  giving 
a  concrete  example?  A.  It  consists  of  an  allowance  for  the  risks 
which  the  policyholder  has  run  of  losing  his  annual  dividend  by 
lapse  or  by  death.  ISTow  suppose  that  if  you  took  class  method 
of  apportionment  the  amunt  of  surplus  which  would  have  gone  to 
surviving  members  of  the  class,  but_which  has  been  lost  to  them 
by  reason  of  the  lapse  or  surrender  of  their  policies  or  their  death 
before  the  time  allowed  for  distribution  would  be  available  after 
deducting  losses  for  distribution?    A.  Yes. 

Q.  But  you  do  not  take  the  class  method,  do  you?  A.  Not 
strictly,  but  we  take  it  and  average  it  as  we  do  with  other  things, 
that  is  to  say  we  do  not  give  to  each  class  the  identical  figures 
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which  result  from  that  class,  but  we  endeavor  to  make  the  per- 
centages such  as  to  compensate  the  holders  of  the  policies  for 
the  risks  that  they  have  run,  taking  as  our  guide  the  average 
results  so  far  as  we  have  them  of  the  actual  class  results — actual 
class  figures. 

Q.  Take  this  for  example :  The  matter  of  the  gains  from  lapses 
which  you  apply  to  the  payment  of  expenses  and  gains  from  sur- 
render which  you  apply  in  the  same  way,  do  you  apply  your 
total  gains  upon  all  your  policies  whether  deferred  distribution 
policies  or  not  to  expenses?  A.  All  except  the  savings  on  these 
particular  annual  dividends  which  the  deferred  dividend  people 
do  not  get.  The  gains  on  reserves  are  applied  the  same  towards 
all  expenses  as  the  gains  on  the  reserves  on  annual  dividend  poli- 
cies. In  other  words  whatever  is  gained  by  the  lapses  of  one 
of  these  deferred  dividend  policies  by  reason  of  giving  a  paid- 
up  policy  which  has  a  smaller  reserve  than  the  original  policy, 
or  if  the  policy  lapses  before  three  years  when  it  gets  no  paid-up 
policies — in  either  case  there  is  a  gain  from  reserve  and  a  gain 
from  lapses  from  the  ^business  generally.  Now  that  is  put  into 
the  general  fund,  so  to  speak  in  theory,  just  the  same  as  the  sim- 
ilar gains  on  annual  dividend  policies. 

Q.  That  is  what  I  want  to  get  at.     In  other  words,  the  total 

amount  whick  you  gain  by  surrender  or  lapses A.  Out  of 

the  reserve? 

Q.  Out  of  the  reserve;  whether  those  gains  are  by  reason  of 
the  surrender  or  lapse  of  the  deferred  dividend  policy  or  an  annual 
dividend  policy — all  those  gains  go  against  your  expenses?  A. 
They  do. 

Q.  In  your  mode  of  calculation?     A.  Yes. 

Q.  Now,  in  the  next  place  all  your  mortality  gains,  whether 
they  are  gains  on  deferred  dividend  policies  or  on  annual  dividend 
policies  similarly  go  to  expenses?     A.   Yes. 

Q.  So  that  if  you  mathematically  divide  among  the  annual 
dividend  policyholders  the  computed  equivalent  amount  when 
time  of  distribution  arrives  for  deferred  dividend  policyholders, 
the  exact  gains  from  excess  loading  and  interest  after  this  appli- 
cation of  mortality  and  lapse  and  surrender  gains  to  the  payment 
of  expenses,  you  would  not  have  any  other  gains  of  your  company 
to  appropriate  to  deferred  dividend  policies  in  addition  to  what 
they  would  get  as  the  sum  of  their  hypothetical  annual  divi- 
dends?    A.  The  deferred   dividend  policies  make   a   saving' in 
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annual  dividends  only  as  per  their  own  profit.  The  profit  which 
is  ascribed  to  the  deferred  dividend  policies  at  the  end  of  their 
period  is  derived  purely  from  the  annual  dividends  which  they 
would  have  got  if  they  had  been  annual  dividend  policies — I  beg 
pardon,  I  have  left  a  word  out  there — ^which  the  policies  lapsed 
and  terminated  by  death  would  have  got  if  they  had  been  annual 
dividend  policies.  Now,  the  saving  of  annual  dividends,  which 
is  not  part  of  the  saving  on  reserve,  you  understand,  the  saving 
of  annual  dividends  made  by  the  Company  on  deferred  dividend 
policies  which  terminated  by  lapse  and  by  death,  is  ascribed 
to  the  deferred  dividend  policies  and  not  to  the  company  as  a 
whole.  A  policy,  for  instance,  on  the  15-year  plan,  is  terminated 
by  death  after  ten  years.  Now,  that  policy  if  it  had  been  on  the 
annual  dividend  plan,  would  have  taken  from  the  company  all 
the  annual  dividends  up  to  the  time  of  his  death,  and  similarly  if 
a  policy  lapsed  the  company  saves  all  the  annual  dividends  which 
would  have  been  paid  on  the  annual  dividend  plan  on  that  policy 
up  to  the  time  of  the  lapse.  And  those  savings  are  carefully 
counted  up  one  by  one,  policy  by  policy,  in  a  book  which  is 
written  up  at  the  close  of  the  fifteen  years  or  other  period,  those 
of  one  period  maturing  in  a  certain  year  being  placed  together, 
and  we,  therefore,  are  able  to  calculate  the  exact  amount  of  sav- 
ings which  the  company  has  made  on  that  class  up  to  the  time  of 
making  the  calculation,  which  is  toward  the  end  of  the  year 
preceding  the  dividends. 

Q.  What  are  those  savings  called  that  you  calculate  in  this 
way  ?     A.  They  are  called  f oreborne  dividends. 

Q.  Where  do  they  figure  in  the  formula  you  have  given?  A. 
They  represent  all  there  is  of  that  formula  in  theory. 

Q.  If  you  have  got  the  exact  thing,  the  addition  of  all  these 
annual  dividends  that  have  been  saved,  an  exact  calculation  of 
the  amount  remaining  for  distribution,  why  should  you  resolvt* 
that  into  parts  and  then  reconstruct  this  formula?  A.  A  part  of 
it  is  due  to  lapses  and  another  part  to  death  losses.  The  part  that 
is  due  to  lapses,  is  represented  by  the  19  per  cent.  The  part  that 
is  due  to  death  losses  is  represented  by  that  part  of  the  factor 
which  is  calculated  according  to  the  mortality  table,  the  reason 
being  that  a  man  who  starts  at  age  fifty  and  runs  fifteen  years 
and  has  a  thousand  dollars  accumulation  at  the  end  of  the  time 
has  incurred  a  much  greater  risk  of  dying  diiring  that  period, 
than  a  man  who  begins  at  twen^-five  and  has  his  dividends  cal- 
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culated  at  forty.  The  period  which  has  been  terminated  haa 
been  a  period  of  much  greater  mortality  risk,  and  the  risk  of 
death  in  that  case  is  one  of  the  elements  which  has  to  be  con- 
sidered in  making  up  a  fair  compensation,  as  we  call  it,  to  the 
policyholder  for  the  risks  that  he  has  incurred. 

Q.  Let  me  come  back  to  the  question  I  asked  a  moment  ago, 
and  that  is  this.  If  you  did,  as  a  matter  of  fact,  mathematically 
calculate  the  excess  loading  and  the  question  of  interest,  which 
added  together  would  give  you  the  total  gains  in  any  year  for 
distribution,  and  if  you  actually  distributed  those  gains  in  the 
form  of  dividends,  withholding  the  equivalent  dividend  for 
deferred  dividend  policies,  the  sum  of  the  annual  dividends  when 
the  period  for  distribution  arrived  with  interest,  would  be  the 
total  amount  available  for  distribution  among  the  deferred  divi- 
dend policyholders.  A.  I  think  you  left  out  the  amount  of 
annual  dividends  which  have  been  granted  on  policies  that  died 
as  well  as  lapsed. 

Q.  Yes.  A.  But  the  taking  of  the  two  together,  those  that  di<* 
and  those  that  lapse,  the  amount  is  actually  figured  out  as  you 
stated,  on  our  books  of  forborne  dividends.  Take  a  policy 
issued  in  1890,  which  terminates  by  death  in  1899.  The  divi- 
dend of  1891  is  calculated  and  interest  added  to  it;  the  dividend 
of  1892  is  added  in,  and  so  on  up  to  1889,  and  the  total  of  that 
amount  is  put  into  the  book  as  the  sum  of  the  forborne  divi- 
dends, and  then  afterwards  there  is  interest  allowed  on  it  up  to 
the  year  of  maturity  in  1905. 

Q.  Am  I  right  in  looking  at  it  in  this  way,  that  if  you  made 
such  a  calculation  of  annual  dividends,  and  set  apart  a  hypo- 
thetical amount,  which  would  be  the  equivalent  sum  for  deferred 
dividend  policyholders  if  they  were  entitled  to  annual  dividend 
then  when  you  come  to  the  period  of  distribution  upon  the  latter 
policies,  you  would  have  an  amount  equal  to  the  sum  of  the  an- 
nual dividends,  save  that,  a  number  of  hypothetical  sums  were  to 
have  been  set  aside  to  policies  which  had  in  the  meantime  lapsed, 
or  terminated  by  death,  and  those  annual  dividends  would  re- 
main to  be  apportioned  among  the  survivors?  A.  That  is  cor- 
rect. 

Q.  ITow,  h.a^nng  that  exactly  in  your  books,  all  you  have  to 
do  is  to  take  the  aggregate  of  these  hypothetical  annual  divi- 
dends, where  there  are  no  policyholders  entitled  to  receive  them, 
not  having  survived  them  and  distribute  them?    A.  There  are 
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two  objections  to  that.  One  is  that  we  have  not  got  the  amount 
exactly.  The  calculation  is  made  in  Norember  based  on  the 
figures  of  the  1st  of  October,  and  the  dividends  are  not  payable 
until  the  anniversary  in  the  following  year,  and  the  policy  may 
lapse,  or  more  likely  the  person  may  die  before  the  time 
arrives  so  that  the  exact  amount  that  is.  going  to  be  savedi 
up  to  the  31st  of  December  of  the  following  year  by  death  on 
those  policies,  is  not  known  at  the  time  of  making  the  calculation. 
And  yet,  according  to  your  theory  the  holder  of  those  policiesi 
would  be  entitled  to  their  share  of  all  those  profits.  And  the  second 
point  is  this,  that  even  if  an  estimate  were  made  in  advance 
which  would  be  fairly  correct  subject  to  variations  of  the  probable 
profits  by  death  during  the  ensuing  year,  before  the  anniversaory, 
the  effect  then  would  be  that  a  group  of  policies  of  the  same  kind 
issued  in  one  year  earned  by  reason  of  a  particular  fluctuation, 
death  on  a  large  policy  or  something  of  that  kind,  would  get  a 
decidedly  larger  percentage  than  the  average,  while  at  another 
time  it  might  get  smaller  percentage  and  another  group  might  get 
a  smaller  percentage  than  the  average,  and  the  company  con- 
siders that  whatever  year  the  group  is  dated  in  that  those  who  are 
dated  in  1889,  and  1890,  and  1891,  have  approximately  the  same 
rights  to  compensation  for  those  risks,  because  the  real  risks  that 
they  have  incurred  have  not  been  very  different.  It  merely  hap- 
pened that  there  had  been  larger  profits  made  on  one  group  than 
the  others,  but  the  risks  incurred  by  the  individuals  of  the  group 
of  1890  cannot  differ  very  much  from  the  risks  incurred  by  in- 
dividuals of  the  groups  of  1889  and  1891,  so  there  is  more  justice 
in  equaliation  or  avoidance  of  fluctuation  than  there  would  be  in 
taking  the  exact  figures  according  to  the  group  system  which  was 
contemplated  originally  in  the  tontine  plan. 

Q.  How  nearly  does  the  amount  added  to  the  deferred  dividend 
by  the  use  of  this  profit  factor,  approximate  the  share  which  on  the 
group  system  policy  would  be  entitled  to  ?  A.  On  the  average  we 
approximate  it  as  closely  as  my  experience  in  estimating  such  re- 
sults will  produce  the  effect. 

Q.  Well,  that  is  an  answer  which  I  shall  have  to  ask  you  to  ex- 
plain a  little.    A.  "Well,  I  can  explain  it  best  by  giving  it 

Q.  I  want  it  in  figures  or  approximately  ?  A.  It  varies  every 
year.  It  is  impossible  to  give  figures  on  such  a  question,  impos- 
sible. It  may  vary  by  one  per  cent,  and  may  vary  by  ten  per  cent. 
It  depends  upon  the  accident  of  the  year,  but  as  a  rule  it  does  not 
vary  over  three  or  four  per  cent. 
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Q,  How  closely  does  tte  amount  which  you  distribute  to  the  use 
of  the  profit  factor  to  deferred  dividend  policyholders  in  a  given 
year  of  distribution  approximate  to  the  total  according  to  your  book 
of  forborne  dividends  of  the  annual  dividends  lost  to  the  policy- 
holders under  deferred  dividend  policies  who  have  not  persisted  ? 
A.  On  some  groups  it  is  a  little  more  and  on  some  groups  it  is  a 
little  less.  The  percentage  varies  from  one  year  to  another.  I 
think  you  will  notice  that  on  this  particular  group  the  preceding 
year  the  percentage  was  sixteen  per  cent,  against  nineteen  per  cent, 
in  1905, 

Q.  That  is  in  your  formula  ?     A.  Yes. 

Q.  I  have  not  got  your  formula  for  the  earlier  year?  A.  The 
formula  for  the  earlier  year  was  16  against  19. 

Q.  Is  it  a  fact  that  instead  of  taking  the  exact  total  of  the  annual 
dividends  lost  by  reason  of  lapse  or  death  before  the  distribution 
period,  you  prefer  in  order  to  prevent  fluctuation  to  have  harmony 
in  the  declaration  of  dividends  so  far  as  possible  and  take  a  formula 
that  will  promote  it  ?  A.  The  factors  are  made  so  as  to  equalize 
the  result  as  closely  as  possible,  with  a  leaning  towards  granting  to 
these  policies  a  little  more  if  anything  on  the  average  than  the 
actual  figures  were. 

Q.  But  the  object  of  using  the  formula  and  producing  a  factor 
by  means  of  it,  instead  of  taking  the  total  of  these  annual  divi- 
dends lost  by  reason  of  lapses  or  policy  terminations  is  to  pre- 
vent fiuctuation?  A.  That  is  the  object.  And  I  may  say  that 
to  the  best  of  my  knowledge  the  actual  amount  paid  out  for  a 
series  of  years,  taken  all  together,  would  be  very  slightly  in  ex- 
cess of  the  actual  figures. 

Q.  But  whether  they  corresponded  or  not  to  the  actual  figures 
would  be  a  matter  of  accident  ?  A.  It  would  be  a  matter  of  recti- 
fication the  following  year.  If  the  course  of  the  actual  figures 
tend  in  a  certain  direction,  the  factor  would  be  modified  in  the 
following  year  so  as  to  agree  as  closely  as  possible,  consistently 
to  the  avoidance  of  such  fluctuation,  with  the  actual  running  of 
that  part  of  the  business. 

Q.  You  would  have  a  slight  downward  or  upward  tendency, 
not  too  marked  to  be  abrupt,  but  so  that  in  the  course  of  years 
in  youT  judgment  there  would  be  equalization?  A.  That  is  the 
idea.  And  the  reason  for  that,  as  I  said  before,  is,  that  the  policy- 
holders themselves  in  these  groups  have  equal  rights.  The 
policyholders  of  a  different  group  we  do  not  consider  have  any 
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legal,  moral  or  mathematieal  right  to  a  share  in  the  precise  profit 
which  is  made  by  the  dropping  out  of  a  very  large  policy  in  one 
of  these  groups,  when  there  was  no  policy  dropping  out  of  similar 
groups. 

Q.  That  is  what  you  mean  when  you  provide  in  your  policies, 
as  I  believe  you  do,  that  the  distribution  shall  be  according  to 
the  methods  of  apportionment  adopted  by  the  company?  A. 
No.  That  is  in  accordance  with  the  whole  system  of  the  contri- 
bution plan,  and  that  statement  which  you  say  is  provided  in 
the  agreement  is  presumably  to  apply  to  the  action  of  the  com- 
pany in  carrying  out  the  principles  of  the  contribution  plan. 

Q.  Now  without  going  into  it  in  too  great  detail,  but  so  that 
we  may  if  possible  understand  the  meaning  of  the  formula,  you 
say  that  you  take  ten  years  in  advance  of  a  given  age,  that  is  if 
the  age  is  40  you  take  50  ?     A.  Yes,  sir. 

Q.  And  then  you  multiply  that  by  seven  ?  A.  We  take  the 
probable  mortality  for  one  year  at  that  advanced  age  and  mul- 
tiply it  by  seven. 

Q.  The  probable  mortality  ?     A.  Yes. 

Q.  I  thought  you  said  you  took  ten  years  and  added  it  to  the 
age?  A.  We  take  ten  years  and  add  it  to  the  age  and  get  the 
probable  mortality  for  that  age  and  multiply  it  by  seven. 

Q.  I  see.  Why  do  you  take  an  additional  ten  years,  why  do 
you  go  through  that  process?  A.  The  period  is  fifteen  years, 
and  the  risk  of  death  represented  by  the  rate  of  mortality  for 
each  one  of  those  fifteen  years,  but  the  amount  which  the  man 
risks  is  increasing  all  the  time,  so  that  in  the  thirteenth  and  four- 
teenth years  he  risks  a  great  deal  more  in  the  way  of  accumula- 
tion of  dividends  than  he  would  in  the  first  year  or  two  when 
there  was  scarcely  anything  accumulating,  and  consequently  as 
the  amount  which  he  risks  is  much  greater  in  the  later  years  than 
it  is  in  the  earlier  years  and  as  this  percentage  is  taken  on  the 
sum  total  at  the  end  of  fifteen  years  as  representing  the  measure 
of  his  risk  by  death  instead  of  taking  the  average  age  seven  or 
seven  and  one-half  years  above  the  age  of  issue,  the  age  is  taken 
at  ten  years  in  order  to  add  a  certain  weight  to  the  older  years  as 
compared  with  the  younger  years. 

Q.  Why  is  it  not  nine  or  eleven?  A.  I  have  made  a  pretty 
close  calculation  on  that  which  I  can  repeat  afterwards  and  send 
to  you  if  you  vdsh,  but  I  do  not  think  you  would  be  interested 
in  it.     It  is  a  mathematical  matter. 
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Q.  Is  it  mathematically  brouglit  out  at  ten?     A.  It  is. 

Q.  Why  do  you  multiply  by  seven  when  you  get  the  rate  of 
mortality  at  the  age  thus  ascertained?  A.  that  also  is  the  re- 
sult of  a  pretty  careful  calculation  based  on  the  facts  that  these 
policyholders  during  that  period  are  considerably  better  risks 
than  the  average.  I  can  maie  up  a  calculation  like  that  and  send 
it  to  you  altogether. 

Q.  If  you  could  give  me  in  popular  language,  so  we  would 
have  a  general  understanding  of  the  reason  for  multiplying  by 

seven A.  The  net  result  of  it  is  this,  that  that  figure  seven 

represents  the  result  of  mathematical  calculation  which  takes 
year  by  year  the  chance  of  death  on  persons  who  are  better  risks 
than  the  average,  as  these  particular  risks  are. 

Q.  You  mean  that  those  who  take  deferred  dividend  policies 
are  on  the  average  better  risks  ?  A.  On  the  average  they  are  be- 
lieved to  bte,  and  so  far  as  ascertained,  found  to  be  somewhat  bet-, 
ter  risks  than  the  class  of  risks  which  would  be  taken  if  the  com- 
pany was  doing  an  annual  dividend  business. 

Q.  Have  you  tables  of  mortality  which  show  the  rate  of  mor- 
tality among  deferred  dividend  policyholders?  A.  I  said  be- 
lieved to  be.  And  the  reason  that  companies  either  do  one  class 
of  business  or  another.  The  annual  dividend  companies  do  their 
business  pretty  much  altogether  on  that  plan  and  the  deferred 
dividend  companies  do  pretty  much  all  their  business  on  that 
plan,  so  it  is  not  practicable  to  frame  tables  in  any  one  com- 
pany comparing  one  class  of  business  with  the  other.  But  the 
belief  from  all  our  experience  among  the  actuaries  of  the  deferred 
dividend  companies  is  that  prior  to  the  expiration  of  the  period 
the  mortality  is  lighter  than  it  would  be  in  the  same  company  at 
the  same  time  on  an  annual  dividend  basis. 

Q.  That  I  understand,  and  what  I  wanted  to  ascertain  was  what 
data  you  have  for  that  belief  ?  A.  I  think  it  is  simply  a  general 
impression. 

Q.  Well,  can  you  reduce  that  general  impression,  to  a  mathe- 
matical formula?  A.  The  average  of  our  business  represents 
about  80  per  cent,  of  the  expected,  and  if  you  assume  that  these 
are  rather  better  than  the  average  you  bet  a  smaller  figure,  but 
I  forget  the  exact  details  of  those  calculations,  but  I  know  that 
that  seven  represents  the  result  of  it. 

Q.  Do  you  know  whether  that  company  that  we  mentioned 
the  other  day,  where  the  rate  of  mortality  was  found  to  be  so 
very  low,  was  an  annual  dividend  company  ?     A.  I  think  it  is. 
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Q.  That  is  the-  lowest  rate  in  any  company,  is  it  not  ?  A.  T 
think  I  said  the  same  company,  comparing  the  two  things  in  the 
same  company.  That  was  my  intention,  was  to  say  that  the 
business  in  the  same  company  would  show  the  deferred  dividend 
business  to  be  superior,  and  I  think  that  is  borne  out  by  the  expe- 
rience of  companies  which  have  changed  from  the  annual  divi- 
dend system  to  the  deferred  system  during  the  first  few  years 
after  the  change.  Of  courae,  companies  themselves  may  differ 
at  periods,  twenty  or  thirty  years  apart,  but  I  know  that  my  im- 
pression in  the  !Northwestern  after  it  began  to  do  a  deferred  divi- 
dend business  from  what  I  saw  of  it  and  what  figures  I  made  at 
the  time  was  that  the  company  was  getting  a  particularly  choice 
class  of  risk  in  the  deferred  as  compared  with  the  annual  dividend 
business. 

Q.  Did  you  have  data  showing  that  exactly?  A.  I  had  cer- 
tain figures  which  I  made  up  in  the  way  of  estimate  at  the  time, 
but  it  was  a  good  many  years  ago  and  1  don't  know  what  became 
of  them. 

Q.  The  larger  part  of  this  profit  factor  is  made  up  in  this  way 
as  representing  the  mortality  risk?  A,  'No,  it  depends  on  the 
age.     What  have  you  for  age  43  there,  1905  ? 

Q.  I  was  looking  at  age  40,  the  age  you  took,  and  I  noticed 
the  profit  factor  here  of  1.286  ?     A.  Yes. 

Q.  And  I  noticed  that  you  added  19  as  representing  the  lapse? 
A.  The  rest  would  really  be  9,  don't  you  see  ? 

Q.  I  see.  So  that  the  larger  part  is  really  on  the  lapses  ?  A. 
Excepting  as  the  older  ages,  the  larger  part  consists  of  the  risk  on 
deaths,  but  on  ages  below  50  or  thereabouts  it  would  be  on  the 
lapses.    -  • 

Q.  Coming  to  the  manner  in  which  you  reach  this  19  per  cent, 
as  the  percentage  of  gain  from  lapses,  I  suppose  that  is  the  loss 
of  annual  dividends  through  lapsing,  distinguishing  from  loss 
from  death  on  the  part  of  those  deferred  dividend  policyholders 
whose  policies  have  lapsed  before  the  distribution  time?  A, 
That  is  right. 

Q.  Is  that  19  per  cent,  a  mathematical  calculation  from  thd 
exact  amount  of  annual  dividends  lost  by  lapse?  A.  It  is  a 
mathematical  calculation  but  it  does  not  necessarily  represent 
the  exact  figures.  It  may  vary  from  the  exact  figures  first  be- 
cause as  I  said  the  exact  figure  is  not  known  until  afterwards, 
and  secondly  because  if  the  exact  figure  varies  because  oi  some 
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obyious  fluctuation,  the  fluctuation  is  to  some  extent  done  away 
with. 

Q.  In  other  words  if  you  found  that  a  particular  percentage 
would  cause  a  considerable  fluctuation  in  the  amount  of  the  divi- 
dend apportioned  you  would  correct  the  factor  so  as  to  bring  it 
to  an  amount  which  would  perhaps  indicate  a  tendency  up  or 
down  but  not  make  the  change  abrupt  ?    A.  That  is  correct. 

Q.  Now,  for  example,  the  percentage  for  gains  for  lapses  for 
1904  I  understand  you  to  say  was  16  ?    A.  Yes,  sir. 

Q.  And  for  1905  was  19  ?    A.  Yes,  sir. 

Q.  ISTow,  do  you  know  whether  the  actual  gains  from  lapses 
were  markedly  different  in  the  two  years  ?  A.  My  impression  is 
that  there  was  considerably  larger  proportion  in  the  latter  year. 

Q.  Do  you  know  whether  they  corresponded  with  any  exacti- 
tude to  these  two  percentages?    A.  I  cannot  tell  you  that. 

Q.  You  have  a  record  of  that,  I  suppose,  so  when  you  obtained 
the  profit  factor  in  the  manner  you  have  described  you  then 
multiplied  the  sum  of  the  annual  dividends  which  the  deferred 
dividend  policyholder  would  have  received  in  the  way  of  inter- 
est in  the  way  already  described  by  that  profit  factor  and  that 
produced  the  dividend  for  apportionment  I   A.  That  is  correct. 

MR.  HUGHES :  I  offer  in  evidence  statement  of  example  of 
calculation  according  to  the  method  which  has  been  furnished 
by  Mr.  McClintock,  which  it  is  not  necessary  to  readj  as  it  is  a 
lot  of  figures  on  one  example. 

(Paper  marked  Exhibit  305.) 

Q.  You  have  been  asked  to  produce  a  statement  of  the  esti- 
mated cost  of  the  new  business  obtained  in  the  year  1904.  Is 
this  a  correct  statement  ?    A.  Yes,  sir. 

Q.  Together  with  the  amount  available  towards  the  expense 
of  that  new  business  from  certain  sources  as  stated?    A,  Yes. 

ME.  HUGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  ISTo.  305  and  read  by  ME.  HUGHES.) 

Q.  And  the  first  part  of  this,  to  wit,  the  item  aggregating 
$9,830,753.46  is  your  estimate  of  the  expense  attributable  to 
getting  new  business  in  1904?    A.  Eoughly  speaking. 

Q.  As  nearly  as  you  can  come  to  it  ?  A.  It  includes  the  whole 
of  a  number  of  items  of  which  some  part  is  applicable  to  the 
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general  business.  It  excludes  some  items  of  whidi  some  part 
might  be  applicable  to  new  business,  but  allowing  for  the  in- 
clusions and  exclusions,  I  think  it  a  fair  statement. 

Q.  Tou  have  stated  that  there  was  available  against  that  in 
the  way  of  reserves  released  by  lapses  and  surrenders  the  sum 
of  $2,188,047.  Is  that  the  entire  amount  of  the  reserve  released 
by  lapses  and  surrenders  for  the  year  1904  ?  A.  The  reserves 
released  and  not  used  in  paying  surrender  values  either  in  cash 
or  insurance. 

Q.  I  mean  the  entire  gain?    A.  It  is  the  entire  gain. 

Q.  The  entire  gain  from  lapses  and  surrenders  ?  A.-  From 
reserves. 

Q.  Yes,  from  reserves  on  account  of  lapses  and  surrenders?  A. 
Yes. 

Q.  The  next  item  available  to  the  payment  of  the  expense  of 
getting  new  business  is  stated  to  be  first  year's  loadings,  $2,140,- 
700.  Is  that  the  total  amount  of  the  loadings  upon  the  first 
year's  premiums  ?    A.  Paid  in  1904,  yes. 

Q.  That  is  the  total  amount  of  the  loadings  upon  the  premiums 
in  1904  upon  policies  issued  in  that  year?  A.  No.  The  total 
amount  of  loadings  upon  premiums  received  in  1904,  whether 
issued  in  that  year  or  any  year.  There  were  some  policies  issued 
in  1903  of  which  the  first  premium  was  received  in  1904. 

Q.  Yes,  but  the  total  loadings  of  the  first  premium  were  re- 
ceived in  1904  ?    A.  Yes,  that  is  right. 

Q.  Then  you  have,  as  the  next  item  available  toward  payment 
of  expense  of  getting  new  business,  first  year's  mortality  savings 
$829,951.  In  this  case  you  have  not  appropriated  to  the  ex- 
pense of  new  business  the  whole  gain  of  mortality,  but  OHly  the 
savings  upon  the  mortality  of  the  first  year?     A.  That  is  right. 

Q.  Making  the  grand  total  available  for  expenses  of  $5,158,- 
698?    A.  Yes. 

Q.  ]Srow,  the  residue  expended  in  getting  new  business  in  1904, 
according  to  your  estimate,  was  $4,672,055.  That  came  out  of 
the  general  fund  of  the  Company  ?    A.  Yes. 

Q.  In  other  words,  had  no  new  business  been  written  in  1904, 
the  amount  available  for  distribution  among  the  policyholders 
would  have  been  approximately  $4,672,055  more  than  it  was? 
A.  Well,  you  mean  that  if  the  amount  of  business  done  had  been 
reduced  to  what  would  have  been  paid  for  by  those  five  millions  ? 

Q.  I  mean  if  the  amount  paid  in  for  new  business  in  1904  -had 


1904  Legislative  Insurance  Investigation. 

been  no  more  than  the  premiums  upon  that  business  contributed 
in  1904  to  the  expense  of  getting  it,  according  to  your  statement, 
together  with  the  gain  from  lapses  and  surrenders,  there  -would, 
have  been  available  for  distribution  among  the  old  policyholders 
$4,672,055  more  than  there  was  available  for  such  distribution. 
A.  For  distribution,  or  reservation,  yes. 

Q.  Or  reservation,  yes.    A.  Yes. 

Q.  In  other  words,  after  applying  to  the  expense  of  getting  the 
new  business  all  the  gain  on  the  reserve  by  reason  of  lapses  and 
surrenders,  the  new  business  for  1904  cost  the  old  policyholders 
$4,672,055?    A.  Yes. 

Q.  And,  of  course,  if  we  added,  or  if  you  added  no  expense 
in  getting  new  business  in  1904,  this  amount  of  $2,188,000,  which 
was  applied  to  that,  would  have  been  in  the  hands  of  the  Com- 
pany?   A.  Correct. 

Q.  So  that  the  figures  should  be  instead  of  $4,672,055,  some 
$6,800,000  odd,  which  was  expended  by  the  company  generally 
out  of  the  funds  belonging  to  the  old  policyholders  in  addition 
to  the  contributions  made  by  the  premiums  on  the  new  business 
paid  in  1904?     A.  Yes. 

Q.  Have  you  been  consulted,  Mr.  McClintock,  as  an  actuary 
with  reference  to  the  amount  of  expense  which  the  Mutual  Life 
Insurance  Company  could  properly  incur  in  the  obtaining  of  new 
business ?    A.  You  mean  on  a  calculation  of  this  sort? 

Q.  ~So,  on  any  calculation.  I  want  to  know  whether  you  as 
the  actuary  have  been  consulted  as  to  the  amount  which  your 
company  could  properly  expend  in  getting  new  business?  A. 
There  is  no  case  in  my  recoltection,  in  which  I  have  been  formally 
consuljied  on  that  subject. 

Q.  In  other  words,  have  you  ever  bfeen  asked,  Avith  regard  to 
the  rate  of  commissions  which  could  be  paid  to  agents  for  ob- 
taining insurance?  A.  Yes,  I  was  taken  into  consultation  early 
in  the  nineties  by  the  Agency  Department,  and  again  in  1900, 
by  the  Agency  Department  or  the  President,  or  both. 

Q.  Well,  take  the  last  five  years,  do  the  management,  or  the 
Agency  Department,  or  the  Executive  Officers,  or  the  commit- 
tees of  the  company  fix  the  amount  to  be  expended  for  new  busi-i 
ness  according  to  what  you  have  stated  to  be  the  proper 
element  for  such  expenses  ?  A.  I  think  not.  I  am  not  sure  that 
I  have  ever  made  any  statement  in  the  exact  form  that  you 
refer  to. 
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Q.  Do  you  know  whether  larger  commissions  are  paid  for 
writing  a  twenty-year  distribution  policy  than  for  writing  an 
ordinary  life  policy?    A.  Annual  dividends? 

Q.  Yes.    A.  The  ordinary  life  policy  is  written  on  both  plans. 

Q.  Yes,  I  meant  an  ordinary  life  with  annual  dividends.  A. 
The  annual  dividend  policy  gets  a  smaller  commission  than  the 
twenty-year  distribution  policy. 

Q.  Does  the  twenty-year  distribution  policy,  or  the  agent  who 
writes  such  insurance,  get  a  larger  rate  of  commission  than  for 
writing  a  fifteen  year  distributioai  policy?  A.  I  am  not  certain 
about  that.  I  have  no  very  positive  knowledge  about  the  com- 
missions. 

Q.  Do  you  know  how  tjhe  commissions  are  reached  with  refer- 
ence to  the  periods  of  distribution?  A.  My  general  impression 
is  that  the  shorter  the  period  of  distribution  the  smaller  the  com- 
pensation, but  I  am  not  certain  as  to  whether  there  is  a  division 
between  every  particular  kind  of  distribution,  and  the  next.  In 
fact,  I  have  only  a  general  impression. 

Q.  Do  you  take  those  difFerences  in  commission  into  account 
in  computing  the  dividends?  A.  By  no  means.  It  would  be 
highly  improper  for  any  company  to  make  the  policyholders  pay 
for  a  larger  commission  paid  on  his  policy,  or  to  give  another 
policy,  or  the  same  policyholder  a  profit  for  a  smaller  commission. 

Q.  So  the  policyholder  whose  insurance  is  least  expensive  to 
the  company  gets  the  same  rate  of  dividends  as  the  policyholder 
whose  policy  is  most  expensive,  that  is,  so  far  as  the  commissions 
are  rated  according  to  distribution.  A.  That  is  —  the  dividends 
are  calculated  absolutely  without  reference  to  commisaons.  I 
think  that  is  the  case  in  all  companies. 

Q.  Do  you  think  that  is  a  sound  basis  for  allowing  a  larger  com- 
mission to  an  agent  for  writing  an  endowment  policy,  or  a  twenty- 
year  endowmeoit  policy,  than  for  writing  an  ordinary  life  policy 
with  annual  dividends  for  the  same  amount  at  the  same  age?  A. 
My  own  preference  is  for  giving  a  larger  commission  on  the  annual 
dividends  than  on  the  limited  payment  life  endowment  forms. 

Q.  Is  there  any  justification,  when  you  consider  that  in  an  en- 
dowment policy  what  is  paid  over  aud  above  the  amount  required 
for  insurance  is  in  the  nature  of  an  investment,  it  permitting  a 
reduction  of  that  extra  amount  deposited  with  the  company  for 
the  purpose  of  investment  through  the  payment  of  an  increased 
commission.  A.  When  you  speak  of  an  increased  commission 
you  mean  the  same  percentage?       ^ _ 
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Q.  I  mean  to  refer  to  the  fact,  what  I  understand  to  be  the 
fact,  that  an  agent  wi'iting  a  twenty-year  endoAvment  policy  gets 
a  larger  percentage  of  commission  than  in  writing  an  ordinary 
life  policy  with  annual  dividends.  A.  The  comniissioai  paid  on 
annual  dividend  policies  is  lower  than  on  the  ordinary  policy  writ- 
ten by  the  company,  which  are  the  deferred  dividend  policies.  And 
the  reasons  of  that  you  have  not  asked  me  about. 

Q.  Well,  I  want  to  ask  you  about  them  ?     A.  Now  ? 

Q.  No,  after  you  have  answered  this  question.  A.  That  being 
admitted  your  question  really  comes  to  this,  ought  an  endowment 
policy  to  have  the  same  commission  percentage  paid  on  it  as  an 
ordinaiy  life  policy,  both  being  deferred  dividends? 

Q.  Put  it  that  way.  A.  Now,  my  own  judgment  is  that  the 
ordinary  life  policy  ought  to  have  a  larger  commission  than  the 
endowment  or  limited  payment. 

Q.  And  why?  A.  Because  there  is  a  larger  margin  of  loading, 
ill  proportion  to  the  premium,  and  the  policy  lasts  longer,  it  runs 
to  the  end  of  life,  and  the  company  is  doing  an  insurance  business 
and  ought  to  do  it  as  long  as  possible  on  the  same  risk. 

Q.  Would  you  draw  a  distinctio'U  between  cases  where  the-  policy 
wss  written  for  insurance,  and  say  that  the  company  ought  to  pay 
the  same  amount  for  the  affecting  of  the  same  quantum  of  insur- 
ance, if  the  company  takes  an  additional  amount  for  investment 
purposes,  that  amount  ought  not  to  be  reduced  by  the  payment 
of  an  additional  commission?  A.  That  is  the  theory  which  I  held 
at  one  time  quite  strongly  and  I  have  never  quite  abandoned  it. 
The  practice  of  the  business,  however,  does  not  permit  it  to  be 
done. 

BY  THE  CHAIRMAN: 

Q.  Mr.  McClintock,  I  wotdd  like  to  have  you  answer  the  ques- 
tion if  you  will,  that  Mr.  Hughes  asked  as  to  whether  there  was 
any  justification  for  the  difference  between  the  rate  of  commission 
paid  in  the  two  classes  of  business  mentioned,  in  your  opinion  ?- 
A.  For  giving  them  the  same  commission  as  the  ordinary  life. 

Q.  Is  there  any  justifi<;ation  for  giving  the  larger  rate  of  com- 
mission for  the  deferred  distribution  business?  A.  There  is  a 
jiistification  for  giving  a  smaller  commission  on  the  annual  busi- 
ness. 

Q.  If  you  will  answer  the  question,  which  is,  is  there  any  justi- 
licatiou  for  giving  the  larger  rate  of  commission  for  the  deferred 
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distribution  busiuess  ?  A.  The  standard  is  the  deferred  distribu- 
tion businees.     There  is  some  justification  for  it. 

Q.  What  is  that  justification?  The  justification  is  that. there 
are  two  classes  of  companies  in  the  country,  one  doing  business 
on  the  annual  dividend  plan  and  the  other  on  the  deferred  divi- 
dend plan.  The  agents  of  each  class  of  company  are  thoToughly 
indoctrinated  with  the  merits  of  their  own  system,  and  the  agency 
department  of  the  Mutual  Life  has  held  and  appears  to  have  reason 
and  experience  for  having  held  that  to  offer  the  same  commission 
on  the  annual  dividend  as  they  do  on  the  regular  system  of  the 
company  which  is  the  deferred  dividend  and  which  the  agents  aro 
indoctrinated  in  and  which  they  are  taught  to  work  under,  would 
tend  to  get  the  minds  of  the  agents  more  or  less  confused,  and 
that  having  two  opposite  sets  of  argument?  in  their  minds  they 
would  not  be  able  to  use  either  one  of  them  as  against  the  com- 
pany that  tliey  have  to  compete  with.  I  think  there  is  something 
in  that,  and  I  think  that  may  justify  some  little  difference  for  a 
company  that  desires  to  push  a  deferred  dividend  business.  But 
I  have  always  held  and  said  when  the  opportunity  was  given  iliat 
the  company  could  very  properly  increase  the  amount  of  compen- 
sation given  on  annual  dividend  business,  and  the  present  rate 
was  increased  over  the  old  rate  upon  deferred  dividend  busiuess 
on  my  recommendation. 

Q.  Is  that  the  only  justification  that  occurs  to  you?  A.  The 
only  other  jiistification  is  a  temporary  one  which  disappears  if 
the  policy  continues,  and  that  is  on  the  annual  dividend  plan  the 
policyholder  gets  away  with  a  dividend  at  the  end  of  one  year, 
while  on  the  deferred  dividend  plan  he  does  not,  and  if  the  policy 
lapses  after  that  the  company  is  that  much  out  of  pocket. 

BY  Iffi.  HUGHES: 

Q.  The  qiiestion  is  whether  there  was  a  justification  for  giving 
a  larger  rate  of  commission  for  obtaining  an  endowment  policy 
than  an  ordinary  life  policy  for  the  same  amount  and  s^me  age  ? 
A.  Both  deferred  dividends? 

Q.  Yes,  both  deferred.  A.  The  company  does  give  a  larger 
commission  on  the  endowment,  but  the  same  commission,  as  I 
understand  it. 

Q.  Is  there  any  justification  for  giving  a  larger  commission  on 
an  endowment  policy  than  for  an  ordinary  life  policy  with  annual 
dividends?     A.  In  my  mind  there  is  first  a  comparison  between 
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the  ordinary  life  deferred  and  the  endowment  deferred  and  then 
a  comparison  between  the  ordinary  life  deferred  and  the  ordinary 
life  annual.  And  the  ordinary  life  annual  I  think  can  very  well 
be — the  commission  can  very  well  be  pretty  close  up  to  the  com- 
mission on  the  deferred  policy  for  a -deferred  dividend  company. 
Then  as  between  the  ordinary  life  on  the  deferred  dividend  plan 
and  the  endowment  on  the  deferred  dividend  plan,  my  preference 
would  be  for  giving  a  higher  commission  on  the  ordinary  life,  and 
at  this  time  along  in  the  early  90's  that  I  spoke  of  I  did  succeed 
in  getting  a  higher  commission  paid  on  the  ordinary  life 

THE  CKAIKMA]^:  I  do  not  think  your  answer  is  responsive. 

Q.  The  question  is,  Is  there  any  justification  for  a  larger  rate 
of  commission  upon  an'  endowment  policy  than  for  an  ordinary 
life  policy  with  annual  dividends  ?  A.  The  only  justification  that 
I  can  see  is  that  it  is  the  custom  of  the  business  and  agencies 
would  be  more  or  less  demoralized  if  it  were  altered. 

Q.  Is  there  any  other?    A.  I  do  not  sea  any  other. 

THE  OHAIEMAIST:  We  will  now  take  a  recess  until  2.30 
P.  M.  At  that  time  Mr.  McClintock,  we  desire  to  continue  your 
examination. 


AETEE  EEOESS.    ' 
EMOET  McCLmTOCK  resumed  the  stand. 
BY  ME.  HUGHES: 

Q.  May  we  take  this  statement  that  you  have  furnished  of  the 
course  of  business  for  1904  as  fairly  illustrative  of  the  average 
cost  of  obtaining  new  business  in  your  company?  A.  In  similar 
statements,  but  not  made  out  in  that  form,  for  1903  —  the  cost 
in  that  form  largely  follows  the  request  that  was  made  by  the 
counsel  for  the  committee  some  time  ago  for  a  statement  as  re- 
gards first  year  expenses,  specifying  various  items,  and  the  state- 
ment has  been  made  out  only  for  1904  as  requested,  but  my  judg- 
ment is  that  if  a  similar  statement  was  made  out  for  1903  it 
would  show  a  smaller  cost. 

Q.  But  the  year  1904  was  not  so  exceptional  that  we  could  not 
fairly  deal  with  it  as  a  basis  for  our  consideration  of  the  question 
of  cost?  A.  I  should  say  that  an  average  representation  would 
make  somewhat  smaller  figures. 
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Q.  When  you  say  somewhat  smaller  figures,  what  do  you 
mean  ?  A.  "Well,  for  instance,  at  a  rough  guess  I  think  the  aver- 
age will  be  perhaps  a  half  a  million  dollars  less. 

Q.  Now,  have  you  any  Adew  yourself  of  the  amount  of  money 
which  can  be  properly  expended  in  obtaining  new  business  ?  A. 
The  word  "  proper  "  implies  something  different  from  one's  busi- 
ness judgment.  It  implies  a  moral  element.  And  as  regards  that 
I  can  say  that  that  amount  of  money  spent  in  getting  new  busi- 
ness will  secure  business  which,  according  to  experience,  will 
contribute  to  the  expenses  of  the  company  in  future  more  in  real 
value  than  this  expense  which  is  shown,  in  other  words,  it  may  be 
regarded  as  profitable  business. 

Q.  Now,  kindly  address  yourself  to  this  question:  Have  you, 
as  actuary  of  the  company,  a  view  as  to  the  amount  which  should 
-be  expended  for  new  business — have  you  any  theory  in  regard  to 
it,  any  criterion  of  the  amount  of  such  expense?  A.  Of  course, 
the  actuarial  criterion  is  always  this:  To  secure  a  dividend  which 
shall  be  a  large  one  as  compared  with  other  companies,  or,  at  any 
rate,  a  good  average;  then  use  the  remainder  for  building  up  the 
business.  It  is  to  be  said  that  there  are  two  views  in  regard  to 
the  building  up  of  business,  even  a  profitable  business.  Profitable 
business  may  be  profitable  in  the  future  but  at  present  may  tend 
to  reduce  the  current  dividends,  and  what  may  be  useful  for  the 
company  as  a  whole,  regardless  of  individuals,  may  be  less  satis- 
factory to,  the  individuals  at  present.  On  the  other  hand,  there 
are  occasions  in  which  it  is  essential  that  the  company  should 
expend,  even  at  the  price  of  paying  smaller  dividends  at  present — 
for  instance,  a  young  company,  a  small'  company. 

Q.  We  are  not  talking  of  a  young  company,  Mr.  McCliatock. 
We  are  talking  of  an  old  company,  the  oldest,  the  Mutual  Life, 
and  I  want  to  iknow  whether  in  your  experience  you  have  devel- 
oped in  your  own  mind  a  theory  which  as  an  actuary  you  are 
willing  to  commit  yourself  to,  as  indicating  the  limitation  of  ex- 
pense of  obtaining  new  business  for  such  an  old-established  com- 
pany? A.  Well,  for  one  thing,  I  should  be  glad  if  the  company 
could  limit  its  gross  receipts  apart  from  investment  expenses  to 
loading  on  premiums. 

Q.  To  the  loading  on  premiums?  A.  I  should  be  glad  to  see 
that,  not  that  there  is  any  necessary  connection,  but  it  would  be 
a  practicable  rule  which  might  operate  serviceably. 

Q.  In  that  connection  have  you  any  explanation  of  the  fact 
that    according  to  the  gain  and  loss  exhibit  for  1904,  your  com- 
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pany  exceeded  in  its  insurance  expenses  the  total  loading  on  pre- 
miums and  annuities,  while  the  New  York  Life  and  Equitable 
kept  within  the  loadings?    A.  What  kind  of  explanation? 

Q.  Any?  A.  The  fact  appears  to  be  as  stated,  and  your  ques- 
tion would  be  this:  Whether  this  is  a  good  thing  as  a  permanent 
thing,  or  whether  it  is  going  to  be  reduced,  because  as  it  stands 
there  it  is  in  excess  of  the  amount  which  I  named.  Now,  I  do 
not  think  it  would  be  a  good  thing  as  a  permanency,  but  I  do 
think  it  is  going  to  be  reduced. 

Q.  Why  did  it  occur?  What  is  the  explanation  of  the  occur- 
rence? A.  The  explanation  is,  it  has  been  substantially  that  way 
for  a  number  of  years. 

Q.  In  excess  of  the  loadings?    A.  In  excess  of  the  loadings. 

Q.  Tor  how  many  years?  A.  Oh,  I  should  say,  for  perhaps 
eight  years. 

Q.  Do  you  know  of  any  reason  why  that  should  be  the  case  in 
your  company  and  not  in.  the  other  companies  that  I  have  named  ? 
A.  There  is  one  reason  of  recent  years  which  is  a  strong  reason 
and  a  good  reason,  and  that  is  that  the  company  has  adopted  and 
is  putting  in  force  as  rapidly  as  possible  the  system  of  paying 
for  business  at  once  rather  than  by  deferring  the  payments  in  the 
form  of  renewal  commissions,  and  of  course  if  the  company  pays 
for  its  business  when  the  business  is  done,  either  in  the  form 
of  commissions  or  is  the  form  of  agency  allowances  or  occasional 
guarantees  to  an  agent  or  something  of  that  kind,  if  the  company 
pays  in  the  year  when  the  business  is  done,  the  entire  cost  of  get- 
ting it  so  as  to  have  the  renewals  fr,ee  of  commissions,  it  thereby 
saves  a  very  large  liability  which  other  companies  working  on 
other  systems  roll  up  for  the  future. 

Q.  Is  there  any  other  explanation  besides  that?  A.  That  ex- 
planation does,  as  I  am  informed,  account  for  the  continuance  of 
this  situation. 

Q.  But  not  for  its  origin?    A.  But  not  for  its  origin. 

Q.  What  did  occur  from  its  origin?  A.  It  was  presumably  due 
to  the  extension  of  the  business  by  the  investment  of  money  to 
an  extent  beyond  the  loading. 

Q.  That  is  the  increased  cost  of  new  business  ?  A.  The  cost 
of  increased  new  business^ 

Q.  You  have  said  that  you  would  favor  the  keeping  of  the 
expenses  of  the  company  within  the  loading — the  total  loadings 
on  the  premiums,  but  the  amount  with  which  the  premiums  are 


Testimony  of  Emory  McClintoch.  1911 

loaded  is  determined  by  the  gross  premiums  charged,  is  it  not, 
so  that  we  come  back  to  the  same  question — I  want  to  kno^  if 
there  is  any  scientific  criterion  of  the  amount  which  should  be 
paid  out  for  expenses  ?  A.  The  criterion,  as  I  judge  it,  is  one  of 
practice  in  comparison  with  other  companies,  and  as  I  said  at 
first  it  appears  to  me  desirable  for  the  company  to  make  dividends 
v/hich  will  compare  favorably  with  most  companies  if  not  with 
all,  and  whatever  is  available  after  that  is  accomplished  can  pro- 
fitably be  spent  for  new  business. 

Q.  So  that  your  criterion  would  depend  upon  the  practice  of 
other  companies  and  their  criteria  would  depend  upon  the  prac- 
tice of  your  company  and  other  companies,  and  we  would  still 
be  in  search  for  a  scientific  criterion  for  answer  to  the  question? 
A,  I  cannot  imagine  that  there  is  any  possible  scientific  criterion. 

Q.  Suppose  you  are  a  company  like  the  Old  London,  which  has 
been  at  very  little  expense  in  getting  new  business  and  which  has 
returned  large  amounts  to  its  policyholders,  and  the  question  were 
brought  before  you  as  an  actuary  of  that  company  how  much 
money  it  could  expend  in  getting  new  business  without  in  any  way 
decreasing  the  returns  under  its  present  practice  to  its  policy- 
holders. Would  you  as  an  actuary  have  any  criterion  by  which 
you  could  accomplish  that  result?  A.  That  company  issues  two 
or  three  hundred  policies  a  year.  For  such  a  company  to  begin 
to  do  a  new  business  would  immediately  reduce  the  dividends  of 
the  old  policyholders. 

Q.  Would  there  be  any  way  by  which  the  company  could  in- 
crease its  business  without  reducing  the  returns  to  old  policy- 
holders ?    A.  If  it  adopted  a  different  system  of  valuation,  yes. 

Q.  What  would  be  the  different  system  of  valuation  that  would 
permit  that  result?  A.  What  I  spoke  of  the  other  day.  Dr. 
Sprague's  system,  would  permit  it;  Mr.  Dawson's  system  would 
permit  it. 

Q.  What  do  you  refer  to  as  Mr.  Dawson's  system  ?  A.  It  was 
a  system  which  was  proposed  for  reducing  the  amount  of  reserve 
the  first  year  by  giving  the  company  credit  for  the  mortality  gains 
of  the  ensuing  five  years. 

Q.  It  is  based  on  the  idea  that  the  personally  examined  risks, 
the  new  risks  of  the  company,  show  a  more  favorable  rate  of 
mortality  than  is  indicated  by  the  present  valuation  ?    A.  Yes. 

Q.  iPTow,  is  that  more  favorable  rate  of  mortality  shown  by  any 
reliable  data?    A.  Oh,  yes. 
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Q.  Have  you  tables  which  will  enable  you  to  state  in  fairly 
accurate  percentages  the  extent  to  which  personally  examined 
risks  for  new  business  during  say  five  years  after  it  is  written 
shows  a  better  mortality  than  is  taken  for  granted  in  the  present 
system  of  valuations  ?  A.  The  experience  of  the  companies  is 
sufficiently  well  known  to  indicate  that  the  first  year  the  mor- 
tality ought  to  range  about  50  per  cent  of  the  American  table. 

Q.  And  the  idea  is  that  that  large  saving  of  mortality  for  the 
first  year  should  have  some  correspondence  in  the  valuation  of 
the  policy  or  in  fixing  of  the  reserve  ?    A.  That  is  his  idea. 

Q.  And  the  amount  that  would  be  saved  on  the  reserve  by  that 
sort  of  valuation  could  be  used  without  affecting  the  interest  of 
other  policyholders  in  the  getting  of  new  business  ?  A.  There  is 
no  doubt  of  it. 

Q.  You  said  in  your  testimony  a  few  days  ago  something 
with  regard  to  the  serious  effect  of  allowing  or  compelling 
reserve  on  the  first  year.  Did  you  mean  to  be  understood 
that  no  reserve  should  be  required  for  the  first  year's  business? 
A.  Well,  Dr.  Sprague's  system  which  I  commenced  was  that  on 
ordinary  life  policies  there  should  be  no  reserve  at  the  end  of 
the  first  year,  but  that  during  the  first  year  there  should  be 
merely  such  little  reserve  as  might  be  necessary  to  carry  the 
policy  up  to  the  end  of  the  first  policy  year. 

Q.  What  would  be  the  difference  between  the  valuation  upon 
that  system  and  the  valuation  according  to  this  other  system 
which  I  believe  is  called  the  select  and  ultimate  method?  A. 
The  select  and  ultimate  method  as  I  recollect  gives  about  the 
same  reserve  the  first  year  but  somewhat  larger  during  the  suc- 
ceeding years  until  at  the  end  of  five  years  it  gives  the  full 
reserve  according  to  the  old  system,  while  the  other  system  gives 
a  smaller  reserve  during  the  whole  life  of  the  insured.  In  other 
words,  the  select  and  ultimate  system  is  so  to  speak  a  com- 
promise between  the  present  system  and  Dr.  Sprague's  system. 
It  is  about  the  same  in  its  results  as  Dr.  Sprague's  system  the 
first  year,  and  it  is  the  same  in  its  results  after  the  fifth  year  as 
the  old  system,  while  the  Sprague  system  gives  the  smaller 
reserve  during,  the  life  of  the  policy. 

Q.  I  am  shown  a  discussion  before  the  Actuarial  Society  of 
America  last  year  in  which  appear  certain  tables  with  regard  to 
ihe  percentages  on  the  select  and  ultimate  method,  and  I  would 
like  to  ask  you  if  you  recognize  those  and  whether  they  are  such 
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tliat  we  can  properly  treat  them  as  accurate  and  put  them  upon 
the  record  for  consideration?  A.  I  heard  this  at  the  time  and 
accepted  it  as  good  and  from  Mr.  Moir's  reputation  I  have  no 
doubt  "it  is  accurate. 

MR  HUGHES :  I  will  read  this  upon  the  record. 

Mr.  Dawson 
Mr.  Weeks         Mr.  Himter        Select  and 
27  classes  98  classes  Ultimate 

Per  cent.  Per  cent.  Per  cent. 

First  insurance  year 47.6  54.2  50 

Second  insurance  year 62 . 5  70 . 6  65 

Third  insurance  year 68 . 3  76 . 1  75 

Fourth  insurance  year 71 . 3  79 . 8  85 

Fifth  insurance  year 75.2  84.6  95 

SLxth  to  Thirtieth  ins.  year. . .  81.5  92.7  100 

Q.  Now  in  addition  to  the  amounts  which  would  be  realized 
from  the  reserve  by  a  method  of  valuation  which  would  pay 
attention  to  the  more  favorable  rate  of  mortality  during  the 
early  years  of  insurance  you  would  have  the  loading  upon  the 
premiums  for  the  first  year  to  be  applicable  to  the  extent  of  the 
getting  of  the  business,  would  you  not?     A.  Yes. 

Q.  Of  course  those  loadings  would  be  whatever  the  company 
chose  to  make  them?     A.  Subject  to  competition. 

Q.  Certainly,  fixed  by  competition  as  much  as  the  traffic  would 
bear,  I  suppose.  So  that  in  referring  to  the  amount  that  would 
be  available  through  a  loading  we  are  to  some  extent  reasoning 
in  a  circle,  and  we  have  not  a  scientific  criterion,  but  some  loading 
would  be  proper  of  course.     A.  Undoubtedly. 

Q.  Whatever  the  loading  might  be  on  the  first  year's  premium 
that,  added  to  the  amount  gained  by  the  more  favorable  mortality 
on  new  business,  could  be  expended  in  getting  new  business  vnth- 
out  decreasing  the  returns  to  policyholders,  even  though  they 
were  in  the  position  say  of  the  old  Equitable's  policyholders  at 
the  present  time?    A.  That  is  right,. 

Q.  Are  you  in  a  position  to  say  what  amount  on  such  a  basis, 
taking  the  loadings  on  the  first  year's  premiums  as  you  had  them 
in  your  company  in  the  year  1904  would  have  been  available  for 
new  business?     A.  In  1904? 

Q.  In  1904.  In  other  words,  you  have  the  loading  on  first 
year's  business  in  that  yeax  $2,140,700.  Now,  what  additional 
amount  would  have  been  gained  if  you  had  made  a  valuation  on 
a  basis  which  took  into  consideration  the  more  favorable  mor- 
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tality  of  that  business?  A.  Well,  it  would  be  at  least  as  much 
more,  probably  considerably  more.  I  cannot  estimate  it  with- 
out reference  to  the  table. 

Q.  Would  you  say  in  that  way  you  would  probably  have  had 
about  five  million  dollars  to  spend  for  new  business?  A.  You 
mean  in  place  of  the  five  million  dollars  we  did  have  ? 

Q.  You  would  have  about  five  million  dollars  to  spand  for 
new  business  by  taking  the  first  year's  loadings  as  they  were  in 
1904  and  taking  in  addition  thereto,  simply  the  gain  by  the  valua- 
tion of  the  new  business  in  accordance  with  the  more  favorable 
results  of  mortality  ?     A.  That  is  apart  from  the  items  there^ . 

Q.  Yes,  apart  from  anything  else.  Just  taking  those  two 
items  ?  A.  I  do  not  think  it  would  possibly  run  up  as  high  as 
that.     It  might  be  from  four  and  one  half  millions  to  five  millions. 

Q.  Yes,  and  that  amount  could  be  expended  without  in  any 
way  affecting  your  policyholders,  that  is  to  say,  they  would  get 
the  same  returns  as  though  no  new  business  had  been  written.  A. 
But  this  point  must  be  said  to  the  contrary.  Suppose  the  same 
system  had  been  in  operation  for  the  last  four  years,  we  have  to 
assume  that  the  system  continues  in  operation — — . 

Q.  But  not  backward.  A.  Well,  backward  or  forward,  as  the 
case  may  be.  Where  the  system  is  in  operation  for  four  or  five 
years,  then  you  have  a  certain  setback.  The  benefit  you  get  the 
first  year  has  to  be  made  up  in  the  next  five  years,  and  what  you 
make  up  next  year  on  this  year's  savings,  what  you  make  up  on 
next  year  is  that  much  reduction  on  next  year's  savings  and  what 
you  make  up  the  second  year  on  the  next  year's  savings  is  that 
much  additional  reduction  on  the  third  year,  and  so  on,  so  that 
the  saving  you  referred  to  on  the  first  year  of  the  introduction  of 
such  a  system  could  not  be  continued  in  future  years. 

Q.  ISTo,  not  as  to  that  business,  but  as  to  any  new  business.  A. 
And  not  as  to  a  corresponding  amount  of  new  business,  because 
under  the  system  of  saving  you  make  on  the  second,  third  and 
fourth  year's  business  on  the  business  you  get  on  those  years 
would  have  to  be  taken  from  the  reserve  you  have. on  this  year's 
business. 

Q.  Would  that  still  leave  a  margin  of  gain?  A.  After  five 
years'  running  of  that  system  it  would  simply  mean  this,  that 
there  would  be  this  amount  which  is  now  perpetually  invested,  yon 
may  say,  continually  invested  and  reinvested  in  new  business, 
which  would  not  have  to  be  invested  and  reinvested  under  that 
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system,  but  it  would  not  be  a  very  large  amount  in  our  company. 
It  -would  be  an  exceedingly  important  thing  for  a  very  small  com- 
pany but  would  not  amount  to  very  much,  in  a  very  large  com- 
pany. 

Q.  Then  in  your  opinion  the  adoption  of  that  new  method  of 
valuation  if  carried  on  for  a  series  of  years  would  relieve  a  very 
small  sum  for  expenditure  on  new  business.  A.  It  would  be 
measured  in  a  sum  of  perhaps  two  or  three  million  dollars. 

Q.  Two  or  three  millions  a  year  ?  A.  No,  altogether  as  an  in- 
vestment, that  is  to  say,  invested  and  reinvested  from  year  to  year. 
What  you  invest  now  for  new  business  consists  partly  in  what  you 
expend  for  the  business  and  what  you  reserve,  and  by  putting  up 
a  smaller  reserve  you  do  not  have  to  reserve  so  much,  and  next 
year  you  make  a  similar  saving,  but  have  to  make  up  something 
of  what  you  saved  this  year,  and  so  on.  But  take  it  in  the  long 
run,  there  would  be  a  certain  amount  perpetually  invested  in  new 
business  less  than  there  is  at  present. 

BY  ME.  McKEEN: 

Q.  Would  not  the  adoption  of  that  system  result  in  the  loss  of 
the  benefit  you  now  get  from  the  gain  in  mortality?  A.  We  do 
get  the  gain  in  mortality  anyhow,  before  the  five  years  are  up, 
and  the  adoption  of  the  system  would  merely  result  in  the  putting 
up  of  a  smaller  reserve. 

Q.  In  other  words,  there  would  be  a  diminished  gain  in  mortal- 
ity you  now  get  the  benefit  of,  do  you  not  ?  A.  The  second,  third 
and  fourth  years. 

Q.  Drawing  out  of  the  better  risks  for  the  first  five  years  ?  A. 
That  is  right.  . 

BY  MR.  HUGHES: 

Q.  Then  the  point  is  in  regard  to  the  application  of  a  certain 
portion  of  that  gain  by  a  diminution  in  the  reserve  for  the  first 
few  years,  that  is  it,  is  it  not  ?  A.  That  system  takes  the  present 
value  of  the  gain  for  five  years  and  gives  the  company  the  benefit 
of  it  the  first  year. 

Q.  Yes.  But  then  the  actual  amount  released,  so  to  speak, 
through  that  method,  the  criterion  would  remain  the  same,  to 
wit,  that  such  amount  of  gain  through  a  system  of  valuation  which 
would  pay  attention  to  the  more  favorable  risks,  new  business, 
and  the  loading  upon  the  first  year's  premium  would  furnish  you 
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an  amount  wliicli  could  be  expended  for  new  business  without  in 
any  way  impairing  tbe  returns  of  policyholders.  A.  In  the  long 
run  there  would  be  a  certain  amount  which  could  be  used  in  other 
ways  to  strengthen  the  company  or  divide  among  the  policyholders, 
which  is  now  permanently  invested  and  reinvested  in  the  getting 
of  new  business. 

Q.  Well,  that  comes  to  an  offirmative  answer  to  my  question? 
A.  That  is  an  affirmative  answer. 

Q.  But  that  system  would  not  reduce  the  premiums  charged? 
A.  ¥o. 

Q.  It  would  not  reduce  the  cost  of  insurance  a  dollar  ?  A.  Ex- 
cepting in  this  way,  that  if  the  Mutual  Life  with  $450,000,000  of 
assets  should  be  able  to  reduce  the  amount  of  permanent  invest- 
ments in  buying  new  business  by  two  or  three  millions  of  dollars, 
not  two  or  three  millions  of  dollars  a  year,  but  two  or  three  mil- 
lions of  dollars  right  along,  that  two  or  three  millions  of  dollars 
so  saved  would  sooner  or  later  get  into  the  pockets  of  the  policy- 
holders, and  it  would  be  an  amount  added  to  the  very  large  amount 
which  is  coming  to  them. 

Q.  And  while  the  premiums  would  remain  the  same  the  return 
to  policyholders  in  the  way  of  dividends,  if  the  cost  of  new  busi- 
ness were  so  limited  would  be  largely  increased?  A.  I  do  not 
understand  about  the  cost  of  new  business  being  limited. 

Q.  Well,  limited  to  such  an  amount  as  I  have  stated?  A.  Is 
that  the  idea,  to  limit  the  cost  of  business  ? 

Q.  There  is  no  idea  about  it.  It  is  simply  to  get  the  facts, 
that  being  assumed  for  the  purpose  of  the  question  ?  A.  If  you 
limit  your  new  business  to  those  amounts  you  have  got  very  cheap 
business. 

Q.  Well,  if  it  was  so  limited  the  income  to  the  policyholders 
would  be  increased?  A.  There  is  no  doubt  the  less  it  costs  to 
get  the  new  business  the  more  you  have  for  your  policyholders. 

Q.  What  in  your  opinion  as  an  actuary  is  a  sufficient  number 
of  risks  to  enable  you  to  do  business  without  loss  if  you  simply 
make  up  by  new  business  for  the  business  which  terminates  in  a 
year?  A.  I  have  a  general  impression  that  the  amount  of  ter- 
minations in  the  Mutual  life  is  about  $130,000,000  at  present, 
and  if  that  amount  of  new  business  were  taken  and  in  somewhat 
smaller  amounts  by  and  by,  because  the  terminations  would  prob- 
ably decrease,  the  amount  of  insurance  in  the  company  would 
probably  keep  on  a  level  with  $130,000,000  of  new  business,  or 
by  and  by  a  little  less  per  annum. 
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Q.  What  I  -want  to  get  at  is  this,  what  number  of  selected  lives 
would  be  sufficient  for  the  foundation  of  a  life  insurance  com- 
pany which  would  only  add  to  its  membership  the  same  number 
as  the  number  of  policies  terminating  in  the  year  ?  A.  Oh,  there 
is  no  scientific  opinion  on  that  subject.  The  question  has  never 
been  taken  up  scientifically  and  I  doubt  if  it  could  be  treated  satis- 
factorily in  a  mathematical  way,  because  it  would  require  agree- 
ment to  so  many  postulates,  so  many  assumptions. 

Q.  Well,  you  can  give  a  number  which  in  your  judgment  would 
be  reasonably  safe.  That  is,  give  the  lowest  number  of  selected 
lives  which  would  be  sufficient  for  that  purpose,  which,  in  your 
judgment,  would  be  entirely  safe  vyithout  attempting  to  state  it 
as  a  perfectly  exact  number  ?  A.  As  regards  safety,  a  few  thou- 
sand lives,  say  ten  thousand  lives,  ought  to  be  ample. 

Q.  And  one  hundred  thousand  would  certainly  be?  A.  Un- 
doubtedly. 

Q.  How  many  are  there  in  the  Mutual  life?  A.  There  are 
probably  over  four  hundred  thousand,  but  the  larger  the  company 
the  less  the  cost  per  member  other  things  being  equal. 

Q.  That  is  a  matter  which  I  would  like  to  have  you  consider 
for  a  moment.  Do  you  know  what  percentage  of  the  total  income 
of  the  Mutual  Life  is  the  amount  of  its  expenses  ?  A.  The  total 
of  income,  including  interest  ? 

Q.  Tes,  including  everything,  the  ratio  of  total  expense  to 
total  income  for  the  year  1904,  say?  A.  Well,  including  invest- 
ment expenses,  it  must  be  20  per  cent. 

Q.  Just  about  20  per  cent,  and  it  is  about  20  per  cent,  for  the 
New  York  Life  and  about  20  per  cent,  for  the  Equitable,  is  it  not  ? 
A.  Probably. 

Q.  And  there  are  a  great  many  companies  where  it  is  less  ?  A. 
Yes. 

Q.  And  a  number  of  annual  dividend  companies  where  it  is 
down  to  13  and  14?     A.  Yes. 

Q.  Now,  what  is  the  ratio  of  expenses  of  the  Mutual  Life  to 
the  total  amoiint  paid  policyholders,  including  dividends,  for  the 
year  1904  ?  A.  The  total  amount  paid  policyholders  was  thirty- 
four  million  seven  hundred  and  odd  thousand  dollars.  The  total 
expenses,  including  investment  expenses,  appear  to  have  been  about 
$16,000,600.  I  have  not  the  total  before  me,  but  it  seems  to  be 
about  that,  and  the  proportion  therefor  would  be  about  forty-five 
per  cent. 
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Q.  About  forty-nine  per  cent.,  is  it  not?  A.  Well,  it  may  bs 
as  much  as  that. 

Q.  And  it  is  about  49  per  cent,  in  the  New  Ycxk  and  about 
43  per  cent,  in  the  Equitable,  isn't  it?  A.  It  may  be;  I  have  not 
examined  that. 

Q.  Now,  there  are  a  number  of  smaller  companies  in  which  the 
ratio  is  considerably  less — 29  or  30  per  cent. — are  there  not?  A. 
Undoubtedly,  yes. 

Q.  Now,  take  the  ratio  of  the  total  expenses  of  the  Mutual  Life 
and  the  aggregate  of  its  surplus  and  the  payments  to  its  policy- 
holders, so  that  we  won't  lose  consideration  of  the  fact  that  there 
are  large  amounts  accumulated  to  meet  deferred  apportionments, 
and  will  you  tell  me  what  that  ratio  was  in  the  year  1904?  A. 
Somewhat  over  one  hundred  millions  on  this  basis  to  sixteen  mil- 
lions of  expenses;  that  would  represent  about  16  per  cent. 

Q.  Yes;  it  is  about  16  per  cent. ;  and  in  the  case  of  the  New 
York  Life,  for  the  aggregate  of  surplus  and  abrogate  distributed 
to  policyholders — although  I  believe  it  excludes  the  gain  in  its 
market  values — and  the  ratio  of  that  amount  to  the  expenses,  we 
find  that  those  are  about  21  per  cent.,  do  we  not?     A.  I  believe  so. 

Q.  And  the  Equitable  somewhat  lov^er,  about  13  per  cent,  I 
believe.  Now,  it  is  a  fact,  is  it  not,  that  in  several  of  the  smaller 
companies  that  ratio  of  expenses  to  the  aggregate  of  surplus  and 
total  payments  to  policyholders  is  as  low  as  10  per  cent.?  A. 
Maybe  so. 

Q.  Now,  we  have  taken  the  ratio  of  expenses  to  total  income, 
of  expenses  and  total  paid  policyholders  and  of  expenses  to  the 
aggregate  to  the  total  paid  policyholders  and  the  surplus,  and  in 
each  case  the  three  large  companies  show  a  larger  ratio  of  expenses 
than  several  small  companies.  What  I  want  to  ask  is  wherein 
does  the  benefit  come  in  the  increased  expense  in  getting  new 
business  in  a  distribution  of  that  expense  over  a  larger  number 
in  the  large  companies?  A.  It  cannot  come  until  there  is  a  reduc- 
tion of  the  proportion  of  expenses  either  by  closer  management 
or  more  probably  by  reducing  the  amount  of  the  new  business. 

Q.  I  have  had  my  attention  called  to  a  circular  purporting  to 
have  been  issued  by  your  company  in  England  in  which  the  fol- 
lowing appears :  "  The  policies  of  the  Mutual  Life  Insurance 
Company  of  New  York  combine  in  a  most  liberal  and  most  per- 
fect form  of  contract  the  following  valuable  features:  Remission 
of  income  tax  to  those  entitled."     Is  it  a  fact  that  the  amount  of 
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the  income  tax  in  England  is  allowed  to  policyholders?  A.  My 
impression  is  that  it  is,  and  I  have  heard  the  reason  given  that 
there  is  no  tax  there  on  premiums,  and  that  just  about  balances 
the  taxation  in  this  country  on  premiums. 

Q.  In  other  words  that  the  net  result  is  that  there  is  no  dis- 
crimination made  as  American  policyholders?  It  is  the  explana- 
tion I  have  heard. 

Q.  But  of  course  there  is  no  exact  correspondence?  A.  There 
is  no  exact  correspondence  in  the  taxation  in  different  states  either. 

Q.  But  there  is  an  allowance  wherever  there  is  a  taxation  in 
different  states?     A.  There  is  no  difference  in  the  dividends. 

Q.  There  is  one  thing  that  attracted  my  notice  in  connection 
with  these  factors  to  which  I  wish  to  recur  for  a  moment  —  the 
loading  factors  which  you  use  in  ascertaining  the  annual,  divi- 
dends. I  notice  that  in  1901  in  making  the  calculation  for  the 
dividends  in  1902  where  the  loading  factor  on  the  policies  of  that 
year  1901  was  made  25  per  eent.,*the  loading  factor  for  policies 
for  two  years  old,  or  those  in  1899  were  35  per  cent,  whereas  in 
making  the  calculations  for  the  dividends  of  1905  the  loading 
factor  being  for  policies  of  the  year  1904,  27  per  cent.,  while 
those  for  policies  two  years  old  or  issued  in  1902  were  28.3  per 
cent.  Can  you  explain  why  those  variations  should  appear?  A. 
I  don't  know  that  I  can  at  presnt. 

Q.  Would  it  be  fair  to  assume  that  the  policies  which  had  been 
in  existence  for  certain  time  should  have  in  different  years  the 
same  proportionate  loading  factor  as  compared  with  policies  of  a 
similar  duration  in  other  years?  It  would  be  fair  to  assume  pro- ' 
vided  the  surplus  was  increasing, —  keeping  on  in  proportion  to  the 
increase  of  business.- 

Q.  I  am  now  speaking  of  the  surplus  whether  it  increases  or 
diminishes,  but  simply  the  relation  that  might  fairly  be  assumed 
to  exist  in  different  years  between  policies  of  the  same  duration 
with  reference  to  the  loading  factors  employed  in  the  determina- 
tion of  annual  dividends  in  the  effort  to  see  whether  these  varia- 
cions  that  I  have  called  your  attention  to  is  not  one  that  could  be 
explained  ?     A.  Certainly  it  is  one  that  could  be  explained. 

Q.  I  mean  calling  for  explanation?  A.  It  is  one  that  calls  for 
explanation  undoubtedly,  if  you  are  going  into  that;  the  only 
thing  is  I  do  not  now  recollect  what  the  explanation  is. 

Q.  I  am  asked  to  ask  you  the  question  whetTier  by  select  and 
ultimate  values   by  the   American   experience   table   and   three 
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and  a  half  per  cent,  in  a  valuation  bill  before  the  ISTew  York 
Legislature  you  would  understand  a  definite  meaning  —  has 
that  a  definite  meaning,  that  expression?  A.  I  should  cer- 
tainly consider  that  it  had.  The  phrase  select  and  ultimate 
vakiation  has  been  used  only  in  connection  with  the  system 
which  we  were  speaking  of,  and  there  have  been  tables  published 
with  that  title  end  there  have  been  various  references  to  it  in 
various  journals  and  nothing  else  of  the  kind  has  ever  been  pro- 
posed. 

JOHlSr  E.  HEGEMAlsr,  resumed. 

BY  ME.  HUGHES: 

Q.  I  would  like  in  the  first  place  to  put  upon  the  record  some 
facts  as  to  the  growth  of  the  Metropolitan  Life  Insurance  Com- 
pany, premising  the  fact  brought  out  the  other  day  that 
your  company  has  a  capital,  of  $2,000,000  representing  an 
investment  of  $500,000,  the  residue  of  the  capital  having  been 
paid  up  out  of  profits,  and  we  find  for  example  that  at  the  end  of 
1887  your  company  had  a  surplus  of  $863,392,  at  that  time  its 
capital  being  what?     A.  $500,000.  ' 

Q.  And  at  the  end  of  1904  it  had  a  surplus  of  $14,835,741 
including  its  capital  of  $2,000,000.  That  is  right,  is  it  not?  A; 
It  is. 

Q.  We  find  that  at  the  end  of  1887,  its  outstanding  insurance 
amounted  to  $152,031,077,  and  that  its  outstanding  insurance  at 
the  end  of  1904  amounted  to  $1,470,424,281 — that  is  right,  is 
it  ?     A.  I  believe  that  to  be  correct. 

Q.  That  of  the  total  given  at  the  end  of  1887  the  outstanding 
insurance  of  the  industrial  department  amounted  to  $147,758,- 
287?     A.  Correct. 

Q.  And  that  the  outstanding  insurance  at  the  end  of  1904 
of  the  industrial  department  amounted  to  $1,127,889,229?  A. 
Correct. 

Q.  We  also  find  that  the  premiums  received  in  the  year 
1887  amounted  in  all  to  $5,618,767  and  in  1904  to  $50,808,924? 
A.  Correct. 

Q.  ISTow,  noting  this  tremendous  growth  in  the  business  of 
your  company  and  with  particular  reference  to  the  growth  of 
the  industrial  department,  I  would  like  to  ask  you  if  this  sheet 
that  I  now  hand  you  taken  from  your  magazine  is  a  correct 
statement  of  the  premiums  charged  upon  industrial  policies,  so  far, 
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of  course,  as  the  policies  appear  in  that  sheet?     A.  I  believe 
it  to  be. 

MK.  LUsTD ABUKT :     Is  there  anything  to  identify  it  ? 

ME,.  HUGHES:  I  think  this  is  taken  from  a  recent  number 
of  the  Metropolitan  Magazine,  the  exact  date  I  cannot  tell,  but 
I  think  it  is  within  a  couple  of  months.  That  I  will  offer  in 
evidence. 

(Sheet  marked  Exhibit  SOY.) 

Q.  Now  all  this  industrial  business  I  understand  is  non- 
participating  according  to  its  terms  ?     A.  The  whole  of  it. 

Q.  I  find  on  the  right  hand  side  of  this  page  under  the 
head  of  "Premium  rates  for  life  policies  industrial  department 
adult  whole  life  table  of  rates,"  a  series  of  rates  for  ages 
10  to  59  iaclusive,  showing  rates  from  5  cents  up  to  60  cents 
weekly  with  the  corresponding  benefit.  These  I  understand 
are  the  rates  of  a  policy  upon  which  the  premiums  are  to  be 
paid  weekly  through  life  ?     A.  Yes  (indicating  on  sheet). 

Q.  That  is  right,  isn't  it  ?     A.  Yes,  sir. 

Q.  And  in  case  of  the  failure  of  the  insured  to  continue  the 
payment  of  those  premiums  he  is  not  entitled  to  any  surrender 
value  or  payment  from  the  company?  A.  He  is  entitled  to 
a  paid  up  policy  after  the  original  is  five  years  old. 

Q.  Up  to  the  time  of  his  being  five  years  old  he  is  not  en- 
titled to  anything?  A.  Up  to  that  time  we  have  not  covered 
the  reserve  on  that  business  and  we  have  nothing  to  give. 

Q.  Now,  will  you  tell  me  how  the  rates  taking  the  aggregate 
amount  of  premiums  for  a  year  compare  with  the  rates  charged 
for  a  similar  amount  of  insurance  in  your  ordinary  plan  of  in- 
surance ?  A.  They  are  considerably  higher  because  this  is  retail 
insurance  as  against  wholesale. 

Q.  Whatever  the  risk  may  be  the  fact  is  that  the  premiums 
charged  on  the  whole  life  payment  in  the  industrial  department 
of  your  business  are  much  larger  for  the  same  amount  of  insur- 
ance than  the  premiums  charged  in  the  ordiuary  department  of 
your  business  ?    A.  They  are  larger. 

Q.  Are  they  practically  double  ?  A.  Without  making  the  com- 
putation I  cannot  say  offhand. 

Q.  Well,  according  to  your  experience,  -vithout  making  an 
exact  statement,  are  they  approximately  double?    For  example, 
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can  you  give  me  the  preminms  at  age  22  on  your  ordinary  plan 
of  a  policy  for  a  thousand  dollars,  ordinary  life  ?  A.  I  have  not 
the  table  before  me. 

Q.  $16.65  Mr.  Fisk  says:   Will  you  adopt  that?    A.  I  will. 

Q.  JSTow,  will  you  tell  me  what  the  rate  of  premiums  on  the 
industrial  plan  at  age  22  to  buy  insurance  ordinary  life  amount- 
ing to  $984  will  amoimt  to?    A.  $31.20. 

Q.  Wow,  if  I  understand  that  correctly,  a  man  aged  twenty- 
two,  can,  on  the  industrial  plan,  by  paying  sixty  cents  a  week, 
or  $31.20  a  year  for  ordinary  life  insurance,  procure  $984  of 
insurance?    A.  Yes,  sir. 

Q.  And  that  the  same  man,  aged  twenty-two,  by  insuring  in 
your  ordinary  department  on  the  ordinary  life  basis,  and  paying 
a  premium  of  $16.55  annually  can  obtain  one  thousand  dollars 
of  insurance?  A.  Yes,  sir;  or  on  the  intermediate  plan  he  can 
take  two  five  hundred  dollar  policies  at  a  price  in  between. 

Q.  Now,  what  I  suggested  with  regard  to  the  difference  in 
rate  between  the  ordinary  department  —  ordinary  life  charge  and . 
the  industrial  department  whole  life  charge,  would  seem  to  indi- 
cate that  the  preminms  in  the  latter  are  a  little  less  than  double 
the  premiums  in  the  former  ^-  that  exactly  double  would  be 
$33.10  —  the  industrial  was  $31.20?    A.  Yes,  sir. 

Q.  As  your  rates  are,  I  suppose,  mathematically  adjusted,  with 
reference  to  each  other,  may  we  take  that  as  indicating  the  ex- 
tent to  which  in  ratio  the  ordinary  life  premiums  in  the  indus- 
trial department  are  in  excess  of  the  ordinary  life  premiums  in 
the  ordinary  department?  A.  I  would  not  say  that  proportion 
runs  through  all  ages. 

Q.  What  have  you  to  say  with  reference  to  the  difference  iii 
the  rates  of  mortality,  between  the  risks  taken  in  the  two  de- 
partments, industrial  and  ordinary  ?  A.  That  the  industrial  mor- 
tality is  about  double  that  of  the  ordinary. 

Q.  I  find  from  the  gain  and  loss  exhibit  of  your  company, 
that  in  the  year  1904,  the  ratio  of  actual  mortality  to  expected 
mortality  was  113.91. 

THE  CHATEMAN:   Is  that  on  industrial,  did  you  say,  Mr. 

Hughes  ? 

ME.  HUGHES:   That  is  on  the  whole. 

THE  WITNESS:  That  is  the  way  it  is.  That  being  upon 
the  whole  the  mortality  of  the  company,  it  would  follow  that  the 
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rate  of  mortality  in  the  industrial  department  was  very  much 
larger  than  the  expected  rate,  than  $113.91?  A.  It  is  much 
larger. 

Q.  'Now,  it  is  the  expected  rate  of  mortality  that  figures  in 
the  fixing  of  your  premiums?  A.  I  am  under  the  impression 
that  the  tahle  is  made  up  on  our  own  experience. 

Q.  Well,  b\it  it  is  your  experience  that  is  transcended  by  the 
actual  fact,  isn't  it?  That  is  when  I  say  your  experience,  I 
mean  the  experience  you  accept  for  the  purpose  of  making 
your  premiums;  or  do  you  make  up  the  gain  and  loss  exhibit 
with  reference  to  expected  mortality  on  a  different  basis  than 
making  your  premiums?  What  I  want  to  get  at  is,  as  Mr. 
Fisk  indicated  to  me,  now,  is  this:  In  your  gain  and  loss  ex- 
hibit insuring  the  expected  mortality,  do  you  take  the  statutory 
experience  table?     A.  I  believe  we  do. 

Q.  Do  you  take  that  in  fixing  your  rates  of  premiums?  A. 
Mr.  Hughes,  I  think  that  is  a  line  of  inquiry  that  ought  to 
be  addressed  rather  to  the  actuary. 

Q.  Now,  between  the  ages  two  and  twelve  and  thirteen,  is 
the  risk  an  increasing  one,  as  it  is  in  cases  of  adult  ages,  or 
a  decreasing-  one?  A.  Well,  for  a  number,  if  not  all  those  ages, 
I  think  the  risk  is  a  decreasing  one. 

Q.  What  do  you  do  with  regard  to  medical  examinations 
of  applicants  in  the  industrial  department?  A.  Every  risk  writ- 
ten is  seen  by  a  physician. 

Q.  What  do  you  pay  the  physician  for  an  examina+ion  of 
the  risk?  A.  I  don't  know  whether  it  is  twenty-five  or  fifty 
cents. 

THE  CHAIRMAN: 

What  does  he  mean  by  "seen  by  a  physician"? 
Q.    Twenty-five    or    fifty    cents;    well,    have    you    the    exact 
figures? 

ME.  FISK:    Twenty-five  to  some  and  fifty  to  others. 

BY  ME.  HUGHES: 

Q.  It  is  twenty-five?     A.  That  is  the  lowest. 
Q.  As    to    the    Industrial    Department    generally?     A.   That 
i?  the  lowest. 
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Q.  "Wliat  does  tlie  physician  do  for  the  twenty-fire  or 
fifty  cents  that  he  gets  for  seeing  the  applicant?  A.  The  line 
is  drawn  I  believe  at  the  amount  of  insurance  above  which  a 
physical  examination  is  made. 

Q.  "What  is  the  line  tinder  which  no  physical  examination  is 
made,  if  there  he  such  a  line?  A.  I  cannot  answer  positively 
because  in  the  last  few  years  I  have  kept  aside  a  good  deal 
from  the  practical  familiarity  with  that  work. 

Q.  Is  there  a  line  under  which  there  is  no  physical  ex- 
amination? A.  There  is  no  line  under  which  there  is  not 
a  physical  inspection.     There  is  the  child  in  his  teens 

Q.  What  do  you  mean  by  the  child  is  seen?  A.  Seen  by  a 
regularly  appointed  physician. 

Q.  Do  you  mean  simply  looked  at?  A.  Who  sees  the  child 
and  knows  there  is  such  a  child;  he  sees  it  is  in  health;  takes 
in  its  surroundings;  its  parentage  and  all  those  things  wliicli 
would  give  him  a  knowledge  of  it,  as  to  whether  it  was 
a  risk  which  the  company  could  safely  regai'd  as  insurable 
or  otherwise. 

Q.  What  distinction  is  there  between  what  he  does  when 
he  sees  an  applicant,  and  what  he  does  when  he  examines 
an  applicant.  A,  When  he  examines  it  he  has  to  cite  certain 
facts,  that  he  has  tested  the  lungs,  made  certain  measurements 
or  done  certain  particular  things,  more  so  than  in  the  case 
of  an  inspection. 

Q.  How  large  a  part  of  your  business  is  written  upon  a 
mere  inspection  by  a  medical  examiner?  A.  I  cannot  say,  but 
it  is  easy  to  ascertain  that. 

Q.  Can  you  now  point  out  any  particular  ages  or  classes  of 
risks  where  there  is  nothing  but  an  inspection?  A.  I  do  not 
know,  Mr.  Hughes,  the  ages  under  which  the  inspection  ap- 
plies. 

Q.  Are  children  of  two  years  old  inspected  or  examined?  A. 
Inspected. 

Q.  Children  of  seven  years  old.  Are  they  inspected  ?  Or  ex- 
amined? 

"MR.  FISKE  :  I  have  a  book  here  which  gives  the  exact 
data. 

Q.  ISTow,  I  am  referred  to  Eule  20  of  instructions  to  medical 
examiners  and  medical  inspectors  issued  by  your  company,  which 
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I  Understand  states  tlie  rule  as  to  the  case  in  which 
a  medical  examination  is  required.  (Handing  book).  A. 
Yes. 

MK.  HUGHES:  I  will  read  this:  "Medical  examinations 
are  required  of  all  adult  lives  where  the  insurance  is  $300  or 
more."  And  to  that  is  appended  this  note :  "  The  term  adult 
used  herein  applies  to  a  life  of  ten  years  or  over  next 
birthday.  And  the  term  infant  to  a  life  nine  years  old  or  under 
next  birthday." 

The  rule  proceeds :  "  Of  all  colored  lives  over  fifteen  years 
old  next  birthday,  of  all  lives  both  adult  and  infantile  when 
special  benefit  policy  is  applied  for.  See  page  4  and  4—2. 
Medical  inspections  are  required  of  all  adults  not  medically  ex- 
amined." 

Q.  Is  this  the  rule  that  applies  to  the  industrial  department 
exclusively  ?    A.  I  think'  it  does,  sir. 

Q.  So  I  understand  from  that  that  in  a  case  of  any  insur- 
ance of  whites  where  the  amount  of  insurance  is  under 
three  hundred  dollars  and  the  special  benefit  policy  is 
not  applied  for,  there  is  not  a  medical  examination,  but  simply  a 
medical  inspection?  A.  That  rule  so  specifies  and  I  believe  it 
does. 

Q.  And  that  where  the  insurance  is  three  hundred  dollars 
or  over  there  is  no  medical  examination  of  lives  under  ten  years 
old?     A.  If  that  is  so  specified  as  you  say. 

Q.  "Well,  it  does.  That  is  your  understanding  of  the  rule? 
A.  Yes. 

Q.  The  rule  as  to  medical  inspection  I  am  referred  to  is  Kule 
30  in  the  same  book,  as  follows :  "  The  purpose  of  an  inspection 
by  a  physician  is  of  course  evident."  Is  there  anything  else 
as  to  what  it  shall  be?  A.  I  don't  think  I  quite  comprehend 
the  question,  Mr.  Hughes. 

Q.  I  was  looking  for  the  instruction  as  to  what  should  be  em- 
braced in  a  medical  inspection  as  distinguished  from  an  examina- 
tion, and  following  what  I  have  just  read  I  did  not  note  any  par- 
ticular instruction,  and  I  wanted  you  to  point  out  so  that  I  might 
not  overlook  it,  any  instruction  there  might  be. 

ME.  FISKE :  Look  at  Section  30. 

ME.  HUGHES:  That  is  the  one  I  have  just  read. 
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THE  WITl^ESS: 

That  refers  to  a  certain  form,  556,  to  be  used  in  cases  of 
medical  inspection. 

Q.  That  they  are  to  fill  out?  A.  Yes.  This  contains  name, 
age,  residence,  place  of  birth,  together  with  the  amount  of 
insurance  applied  for,  the  premium  to  be  paid,  and  information 
as  to  the  previous  insurance  in  this  or  other  comiDanies.  The 
application  contains  no  warranty  and  sets  forth  no  facts  respect- 
ing the  condition  or  family  of  the  insured.  The  application  is 
followed  by  a  certificate  signed  by  the  agent  that  the  application 
was  signed  in  his  presence,  that  he  has  personally  seen  the  person 
proposed,  and  that  he  appears  to  be  in  sound  health,  and  of  ihe 
age  stated  and  that  the  occupation  has  no  connection  with  the 
manufacture  of  beer  or  liquors  except  where  stated  in  the  appli- 
cation. It  further  contains  a  certificate  signed  by  the  agent  that 
the  applicant  has  stated  to  him  that  the  life  has  never  been  le- 
jected  by  this  or  any  other  company,  he  has  always  been  ia  good 
health,  has  never  been  treated  by  any  physician  for  any  serious 
disease  and  has  had  a  good  family  history.  The  form  of  ])olicy 
issued  upon  this  application  gives  the  policyholder  two  weeks 
within  which  to  examine  and  return  the  policy  and  get  back  his 
premium,  if  the  policy  conditions  be  unsatisfactory. 

Q.  I  am  dealing  simply  with  what  the  medical  examiner  has  to 
do.  I  understand  from  this  that  the  application  contains  a  state- 
ment by  the  agent  that  the  applicant  has  stated  to  him  certain 
facts?    A.  Yes. 

Q.  So  far  as  the  medical  inspection  is  concerned  nothing  furtlier 
is  given  to  the  physician  by  way  of  an  instruction  except  that 
the  purpose  of  the  inspection  is  evident?  A.  Can  I  ask  whether 
you  have  an  instruction  book  to  physicians  which  sets  forth  that  ? 

MR.  FISKE :    The  book  is  produced. 

Q,  My  statement  is  correct,  is  it  not  ?  The  only  thing  there  in 
the  way  of  an  instruction  is  that  the  object  of  the  inspection  is 
evident.  The  rest  relates  to  what  the  application  shall  state  on 
the  part  of  the  agent  as  to  what  has  been  said  to  him?    A.  Yes. 

Q.  Then  this  rule  30  has  in  the  last  clause  this,  which  I  think 
will  bring  out  the.  whole  matter  quite  clearly:  "In  any  case 
where  the  appearance  of  the  applicant  would  seem  to  demand  it, 
or  where  the  surroundings  or  other  circumstances  render  you  sus- 
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picious,  you  may  make  such  examination  or  inquiry  as  your  pru- 
dence may  suggest.  The  applicant  is  yours  to  examine  or  question 
as  may  be  deemed  most  expedient.  You  will  record  on  the  form 
all  results  of  your  examination  or  further  questioning.  When- 
ever you  cannot  recommend  the  acceptance  of  the  risk,  you  will 
briefly  state  your  reason.  Thus,  in  cases  in  which  consumption 
appears  in  the  family  history,  or  a  history  of  pneumonia,  or 
pleurisy,  or  bronchitis,  is  given,  a  careful  examination  of  the 
lungs  should  be  made,  or  where  the  proposed  insured  admits  an 
attack  of  rheumatism,  the  heart  should  be  thoroughly  examined, 
and  a  brief  summary  of  the  result  given.  The  purpose  of  this 
inspection  can  be  summed  up  in  the  statement  that  we  desire 
to  insure  as  large  a  number  of  good  risks  as  is  possible  and  at 
as  small  an  expense  of  time,  labor  and  annoyance  to  the  examiner 
and  examined  as  may  be." 

Q.  Now,  I  think  I  have  stated  all  there  is  to  be  said  on  the 
subject.     That  is  right,  is  it  not?    A.  Yes. 

Q.  You  send  the  medical  examiner  in  under  terms  which  en- 
title him  to  twenty-five  cents  or  fifty  cents  for  the  inspection. 
Does  he  get  that  for  the  inspection,  twenty-five  cents  or  fifty  cents  ? 
A.  I  think  he  gets  twenty-five  cents  for  the  inspection. 

Q.  You  send  him  in  then  with  a  fee  of  twenty-five  cents  for 
the  inspection,  instructed  to  see  the  child,  and  if  anything  serious 
appears  upon  such  inspection  to  make  such  examination  as  would 
be  prudent,  stating  to  him  that  the  purpose  is  that  you  want  to 
insure  as  large  a  number  of  good  risks  as  possible,  and  at  as 
small  an  expense  of  time,  labor  and  annoyance  to  the  examiner 
and  examined  as  may  be?    A.  That  is  correct. 

Q.  Now,  have  you  made  any  examination  in  view  of  the  very 
heavy  rate  of  mortality  in  the  Industrial  Department,  in  order 
to  determine  what  sort  of  an  inspection  is  actually  made  by  your 
medical  examiners?    A.  Have  I  made  such  an  examination? 

Q.  Yes,  investigation,  inquisition,  if  you  will?  A.  The  com- 
pany, I  believe,  has. 

Q.  Well,  have  you — what'  has  been  done  with  regard  to  that, 
have  you  any  officers  or  bureaus  of  inspection,  of  medical  examina- 
tions?   A.  We  have  a  Medical  Department,  quite  a  large  one. 

Q.  Do  the  statistics  and  the  rate  of  mortality  show  to  you 
that  your  risks  in  the  Industrial  Department  have  been  carefully 
examined?  A.  I  can  hardly  answer  that  question,  either  affirma- 
tively or  negatively.  We  believe  that  the  work  has  been  thor- 
oughly done. 
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Q.  Well,  it  has  not  been  so  thorougUy  done  but  that  you  have 
been  very  much  disappointed  in  your  actual  mortality  experi- 
ence?   A.  I  would  not  say  that. 

]VIE.  LI]!TDABUEY:  It  is  just  the  other  way.  It  is  better 
than  the  average,  and  the  statistics  prove  it. 

ME.  HUGHES:  Well,  let  us  have  the  facts  as  to  that.  There 
is  a  suggestion  here  that  the  rate  of  mortality  is  better 

MR.  LESTDABUEY:    Better  than  the  average. 

■MR.  HUGHES:    Better  than  the  average  of  what? 

MR.  LIDABURY:  Of  the  ages. 

Q.  What  is  meant  by  this  suggestion  that  comes  to  me,  that 
the  mortality  is  better?  A.  That  the  mortality  is  better  than  it 
Avas  before  we  adopted  the  practice  of  the  examination  or  in- 
spection of  those  risks. 

BY  MR.  COX: 

Q.  Was  there  a  time  when  you  did  not  even  make  the  inspec- 
tion that  you  do  now?  A.  There  was  a  time  when  we  did  not 
examine  or  inspect  risks  imder  a  certain  age. 

Q.  How  long  ago  was  that?    A.  I  cannot  say  how  many  years. 

Q.  Several  years?    A.  Yes. 

MR.  Ln^DABURY:    1896,  I  think. 

THE  WITNESS:  Some  nine  or  ten  years  ago,  up  to  that 
time. 

BY  MR.  HUGHES: 

Q.  From  what  has  been  handed  me,  I  Judge  that  the  sugges- 
tion that  the  rate  of  mortality  was  better  than  the  average,  means 
that  the  rate  of  mortality  among  the  risks  that  you  insured  is 
better  than  the  average  rate  of  mortality  in  the  country.  A. 
Among  the  same  kind  of  risks. 

Q.  Taking  the  unexamined,  the  entire  list. 

ME.  UNDABURY:    The  same  ages. 

;  Q.  The  same  ages,  of  course.  In  other  words,  that  if  the  rate 
of  mortality  among  children  of  two  years  is  in  the  general  popu- 
lation 57.6  per  cent.,  your  rate  of  mortality  is  49.372 
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ME.  LINDABURY:  For  the  same  age. 

MR.  HUGHES:  I  have  said  for  the  same  age,  of  two  years. 

THE  WITNESS:  It  has  been  shown  that  the  rate  of  mortality 
among  insured  lives  is  less  than  that  among  the  general  population 
for  the  same  ages. 

Q.  That  is  what  is  meant,  better  than  the  average.  You  meant 
it  was  better  than  the  average,  taking  the  rate  of  mortality  among 
the  general  population  of  the  country  at  a  given  age?     A.  Yes. 

THE  WITISTESS :  M«,  Hughes,  can  I  interpose  something  here, 
and  ask  you  a  question? 

Q.  Yes.  A.  What  you  are  after  in  this  investigation  along  the 
line  of  questions  you  are  propounding  to  me  now  is  for  facts.  You 
have  in  your  mind  certain  things  you  want  to  know  and  I  am  as 
anxious  as  you  are  to  get  them.  The  channel  through  which  those 
facts  come  to  you  is,  I  take  it,  not  material,  whether  it  comes  from 
Mr.  Fiske  or  Mr.  Craig  or  myself  or  the  one  most  competent  to 
state  them.  Our  business  is  one  of  great  detail.  Up  to  a  few  years 
ago  I  knew  everything  that  was  going  on  and  had  a  hand  in  every- 
thing, but  the  business  some  time  ago  far  outgrew  me  and  all  these 
matters  along  the  line  of  which  you  are  speaking  I  dropped  several 
years  ago.  I  have  a  general  knowledge  of  what  is  going  on  and 
I  am  consulted  as  to  what  is  going  on  that  amotints  to  anything, 
but  Mr.  Fiske  is  the  practical  manager  of  the  business  with  his 
assistant,  Mr.  Craig,  and  others.  "Various  changes  are  made  from 
time  to  time  in  the  company  and  there  is  a  mass  of  details  which  it 
would  be  impossible  for  me  to  keep  posted  about,  therefore  I  must 
betray  an  ignorance  which  ten  years  ago  I  would  have  been  a  little 
embarrassed  over.  Our  operations  are  not  so  great  that  I  cannot 
carry  these  thL|gs,  but  there  are  others  who  will  answer  every 
question  that  you  care  to  put,  and  I  would  prefer  that  these  things 
be  left  to  Mr.  Craig  or  Mr.  Fiske  when  you  put  them  on  the  stand, 
and  then  if  there  is  anything  that  I  can  do  to  aid  you  when  they 
are  through  I  will  be  glad  to  be  of  assistance. 

Q.  Whenever  we  have  an  inquiry  that  you  cannot  answer,  if 
you  will  just  say  so  we  will  have  another  witness  answer  it.  A. 
Yes. 

Q.  But,  of  course,  you  are  the  president  of  the  company,  and 
the  inquiries  I  am  making  are  very  general  in  their  nature,  and 
I  would  like  to  have  the  benefit  of  your  knowledge  so  far  as  you 
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possess  it.  A.  Ib  the  early  days  I  knew  everytliing  that  was  going 
on  and  framed  these  instruction  books  and  had  a  hand  in  all  these 
things  yO'U  are  reading,  but  I,  of  necessity,  had  to  give  it  up  long 
ago,  and  I  malte  this  suggestion  now  simply  for  the  sake  of  saving 
time. 

Q.  The  net  result,  as  I  understand  it,  on  a  comparison  between 
your  experience  as  to  rates  of  mortality  in  the  insurance  depart- 
ment and  the  rate  of  mortality  according  to  the  United  States  of 
1880  in  the  general  population  and  in  cities  is  shown  in  this  table 
Mr.  Eiske  has  handed  me?     A.  Yes. 

MR.  HUGHES:  I  offer  it  in  evidence. 

(Paper  admitted  in  evidence  and  marked  Ex'hibit  308.) 

Q.  What  is  Farr's  table?  A.  That  is  an  English  table  com- 
piled by  Dr.  Farr. 

Q.  Showing  the  rate  of  mortality  in  the  general  population 
in  England?  A.  I  am  not  sure  what  it  is  based  upon,  whether 
upon  the  general  population  —  I  believe  it  is  from  general  popula- 
tion, however. 

Q.  It  would  appear  from  this  that  while  the  rate  of  mortality 
in  the  Metropolitan  was  49.37  per  cent,  at  the  age  of  2  against 
57.6  of  the  general  population  at  age  2,  showing  a  less  rate  per 
thousand,  in  the  case  of  age  3  the  Metropolitan  rate  was  32.01  per 
cent,  against  29  per  cent,  of  that  age  in  the  general  population. 
Have  you  any  more  recent  table  than  this  showing  your  experi- 
ence?    A.  Is  oi  that  I  am  aware  of. 

Q.  What  is  the  date  of  this? 

MR.  FISKE :    1896,  Mr.  Craig  informs  me. 

Q.  Let  us  take  up  as  the  next  kind  of  industrial  insurance  after 
the  consideration  of  a  moment  ago  of  the  adult  whole  life,  what 
is  called  the  increasing  life  and  endowment  table  of  rates  shown 
on  Exhibit  307,  of  rates  from  age  10  to  70.  What  is  the  endow, 
ment  period  according  to  that  table?  A.  It  runs  from  10  to  70 
years,  as  I  understand  it. 

Q.  So  that  one  insured  at  the  age  10  on  that  plan  has  an  en- 
dowment period  which  terminates  at  age  70?    A.  Yes. 

Q.  And  one  insured  at  age  20  has  an  endowment  period — no- 
that  is  not  right,  I  think.    A.  Well  I 

Q.  They  all  terminate,  all  the  endowments  terminate  at  79? 

MR.  FISKE:    For  adults,  for  those  over  10. 
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Q.  The  endowment  period  at  age  10  is  70,  is  it  not  ? 

MR.  i'lSKE:  They  all  terminate  at  age  79,  from  10  years 
upward.    Under  that  they  terminate  at  a  less  number  of  years. 

ME..  HUGHES:  I  am  talking  about  the  table  which  begins 
with  age  10. 

MR.  EISKE:  If  that  is  clear,  yes.  They  all  terminate  at 
age  79. 

Q.  Taking  this  increasing  life  and  endowment  table  of  rates 
which  runs  from  age  10  to  70  inclusive,  the  endowment  periods 
all  terminate  at  age  79  ?    A.  So  I  believe. 

Q.  And  until  age  79  the  policy  does  not  mature  except  by 
death?    A.  That  is  not  right. 

Q.  If  all  of  the  endowment  periods  have  to  reach  age  79  what 
is  the  maturity  of  the  policy  earlier  except  by  death  or,  of  course, 
Ifipsing?    A.  You  will  have  to  ask  that  qiiestion  of  Mr.  Eiske. 

Q.  Is  it  not  a  fact,  looking  at  your  class  of  insurance,  increas- 
ing life  and  endowment  plan,  that  the  endowment  period  of  all 
periods  of  10  and  upwards  extends  to  the  age  of  79?  A.  It  so 
appears. 

Q.  What  is  the  object  of  fixing  an  endowment  policy  which  has 
an  endowment  period  running  to  the  age  of  79?  A.  One  object 
would  be  in  order  that  there  may  be  a  limit  to  the  insurance. 

Q.  Of  course  you  have  some  policies  I  suppose  which  havp 
matured  under  that  plan,  do  you  know?  If  you  do  not  know,  if 
you  will  just  say  so  ?    A.  I  do  not  know,  Mr.  Hughes. 

Q.  Do  you  know  of  the  reason  which  led  to  the  adoption  of 
this  plan  of  insurance,  what  were  the  advantages  which  were  sup- 
posed to  inhere  in  it,  what  were  the  advantages  in  the  rates  of 
premiums  paid,  of  benefits  allowed  which  would  induce  one  prop- 
erly posted  to  insure  upon  an  increasing  life  and  endowment  table 
where  the  endowment  period  expired  at  age  79?  A.  I  don't 
recollect  them,  Mr.  Hughes,  but  my  associates  will  state  them  to 
you. 

Q.  "We  have  here  another  kind  of  insurance,  infantile  endow- 
ment table,  based  on  a  weekly  premium  of  10  cents,  under  which 
it  appears  that  policies  issued  at  age  2  were  in  47  years,  at  age 
3  in  forty-eight  years,  at  age  4  in  forty-nine  years  and  so  on 
until  policies  issued  at  the  age  of  9  mature  in  68  years.  What  is 
the  supposed  advantage,  either  to  the  policyholder  or  to  the  com- 
panv,  of  having  infantile  endowment  periods  or  an  infantile  en- 
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do-\vmeiit  plan  witli  such  extended  endowment  terms?  A.  That 
is  a  question  you  will  have  to  submit  to  the  actuarial  department. 

Q.  Do  you  know  what  the  rate  of  premium  is  under  the  in- 
.  creasing  life  and  endowment  table  for  a  given  amount  of  insur- 
ance at  a  given  age  as  compared  with  similar  insurance  benefits 
in  the  ordinary  department  ?     A.  I  never  made  the  calculation. 

Q.  The  rates  are  largely  in  excess  of  the  ordinary  rates,  are 
they  not?     A.  They  are  somewhat  in  excess. 

Q.  That  is  true  also  of  the  infantile  endowment  table?  A.  I 
assume  it  to  be  so.  AU  business  involving  the  machinery  of  this 
industrial  insurance  must  of  necessity  require  a  much  higher 
premium. 

Q.  I  asked  you  a  moment  ago  with  regard  to  that  matter  of 
inspection  a  question  which  seems  to  require  some  correction, 
and  that  was  with  regard  to  the  insurance  of  persons  under  ten, 
for  more  than  three  hundred  dollars.  The  amount  for  which  per- 
sons under  ten  years  can  be  insured  is  fixed  by  law,  is  it  not? 
A.  Yes. 

Q.  And  those  amounts  are  less  than  three  hundred  dollars,  ac- 
cording to  the  law?     A.  Yes. 

Q.  I  find,  according  to  your  growth  in  business,  that  beginning 
with  the  year  1900,  for  example,  you  had  an  outstanding  insur- 
ance of  nine  hundred  and  twenty-three  million  eight  hundred  and 
seventy-seven  thousand,  nine  hundred  and  seventeen  dollars. 
Now  between  .January  1,  1900,  and  December  31,  1904,  or  as  I 
have  given  the  figures  for  1900,  taking  between  January  1,  1901, 
and  December  31,  1904,  how  much  new  insurance  did  you  write? 
A.  By  the  statement  before  me  I  cannot  tell,  but  I  can  answer 
as  to  the  amount  in  force  at  the  end  of  1904. 

Q.  That  is  not  what  I  want  at  the  moment.  I  want  the  amount 
of  new  business  which  has  been  written  from  January  1,  1901, 
to  December  31,  1904,  approximately?  A.  I  have  no  figures 
here  by  which  I  can  give  it. 

Q.  Well,  I  find  from  the  blue  book  that  your  new  business  for 
the  years  1900  to  1&04,  inclusive,  was  as  follows: 

1901 

Industrial  Department $296,606,312 

Ordinary  Department 84,334,849 

1902 

Industrial  Department $312,990,3^8 

Ordinary  Department 101,812,141 
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1903 

Industrial  Department $297,968,863 

Ordinary  Department 100,920,211 

1904 

Industrial  Department $305,258,155 

Ordinary  Department 131,312,194 

Q.  That  is  approximately  $1,600,000,000,  is  it  not,  of  new 
business?     A.  I  cannot  vouch  for  the  accuracy  of  those  figures. 

Q.  Well,  they  are  subject  to  correction  if  it  turns  out  that  any 
of  them  are  wrong.  A.  I  can  give  you  the  exact  figures  from  the 
actuary's  department. 

Q.  Of  course,  if  they  are  wrong  we  can  correct  them,  but  so 
far  as  I  have  looked  at  the  figures  from  your  statement  they 
seem  fo  be  correct.  Then  as  we  have  seen,  at  the  beginning  of 
1901  or  the  end  of  1900  you  had  in  force  $923,877,917,  did  you 
not?     A.  Tes,  correct. 

Q.  Taking  the  amount  of  insurance  in  force  at  the  end  of  1900 
and  the  amount  of  new  insurance  written  at  that  time,  you  have 
a  total  approximately  of  $2,500,000,000  ?     A.  Apparently. 

Q.  Your  insurance  in  force  at  the  end  of  1904,  however,  is  in 
toto  $1,470,424,281?     A.  So  it  appears. 

Q.  So  between  January  1,  1901,  and  December  31,  1904,  ap- 
proximately $1,000,000,000  of  insurance  written  by  your  com- 
pany has  gone  off  the  books  in  some  way  ?  A.„  I  would  answer 
that  by  saying  this,  except  that  a  great  deal  of  it  has  come  back. 

Q.  You  mean  reinsured  later?    A.  Yes. 

Q.  Well,  I  suppose  that  would  be  met  by  others  going  off,  and 
we  would  not  get  anywhere  by  that  What  I  want  to  call  your 
attention  to  is  simply,  taking  the  amount  in  force  at  the  end  of 
1900  and  adding  to  that  the  insurance  since  that  as  comparing  it 
with  the  total  amount  in  force  at  the  end  of  1904,  we  find  that 
about  a  billion  dollars  of  insurance,  roughly  stating,  has  in  some 
way  been  disposed  of.  Now,  of  course  a  good  deal  of  it  has  come 
to  maturity  and  has  been  paid  either  by  maturity  and  payment  on 
death  loses,  on  the  expiration  of  an  endowment  term,  but  a  good 
deal  of  it  must  have  lapsed,  and  that  brings  us  to  the  question  of 
the  ratio  of  lapses  in  your  company  as  to  which  you  have  been  good 
enough  to  give  me  a  statement.  It  is  proper  I  should  put  upon  the 
record  my  request  with  reference  to  that  and  the  reply  so  far  as 
lapses  are  concerned,  so  that  the  nature  of  the  data  presented  may 
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be  understood.  My  request  was  for  the  total  lapses  eacli  year  for 
the  years  1900  to  1904,  inclusive,  separately  stated  as  to  the  in- 
dustrial department  and  the  ordinary  department,  also  the  average 
rate  of  lapses  during  the  said  years,  as  follows : 

Eate  of  lapses  in  first  three  months  after  insurance  written. 
Hate  of  lapses  in  second  three  months  after  insurance  written. 
Rate  of  lapses  in  third  three  months  after  insurance  written. 
Rate  of  lapses  in  fourth  three  months  after  insurance  written. 
Eate  of  lapses  in  second  year  after  insurance  written. 
Eate  of  lapses  in  third  year  after  insurance  written. 
Eate  of  lapses  in  fourth  year  after  insurance  written. 
Eate  of  lapses  in  fifth  year  after  insurance  written. 

The  reply  of  the  actuary  of  your  company  after  stating  the 
request  says,  "In  reply  to  this  request  permit  us  to  say  that  our 
policy  accounts  are  not  kept  in  such  a  manner  as  to  be  able  to 
report  the  rate  of  lapse  in  the  divisions  of  time  as  stated  by  you. 
The  accounts  are  kept  by  calendar  years,  and  we  are  only  able 
therefore  to  report  the  rate  of  lapse  in  each  calendar  year.  Lapses 
for  this  purpose  include  all  cancellations  outside  of  not-taken 
policies. 

"Some  time  ago  we  did  take  one  week's  industrial  issue  from 
each  month  in  the  year  1903  and  followed  this  issue  through  a 
period  of  twelve  months  with  the  following  result : 

Rate  of  lapse  in  first  three  months  after  date  of  issue,  35.40. 
Rate  of  lapse  in  first  six  months  after  date  of  issue,  43.67. 
Rate  of  lapse  in  nine  months  after  date  of  issue,  48.28. 
Rate  of  lapse  in  twelve  months  after  date  of  issue,  51.46. 

With  this  explanation  we  enclose  schedules  showing  the  rate 
of  cancelled  to  issue  for  the  five  years  from  1.900  to  1904,  in- 
clusive, in  the  ordinary  and  industrial  departments,  stated  sep- 
arately. 

MR.  HUGHES:  I  now  offer  in  evidence  the  schedules  re- 
ferred to  in  the  letter. 

First,  the  schedule  of  the  ordinary  department  and  next  of  the 
industrial  department. 

(Papers  marked  Exhibits  309  and  310,  respectively.) 
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Q.  I  understand  that  those  percentages  in  each  case  are  the 
percentages  of  the  policies  issued  ?    A.  Yes ;  so  I  understand. 

Q.  In  the  actuary's  letter  with  reference  to  the  statement  of  the 
experience  by  taking  one  week's  industrial  issue  from  each  month 
in  the  year  1903  it  is  said  that  the  rate  of  lapse  in  twelve  months 
after  date  of  issue  was  51.46  per  cent. 

In  the  statement  that  is  given  the  lapses  for  the  first  year  of 
insurance  on  the  issue  of  1903  is  stated  to  be  33.95. 

MR.  FISKE :  One  is  policy  year  and  the  other  is  calendar 
year. 

MR  HUGHES :    I  am  going  to  bring  that  out. 

Q.  'Now,  the  difference  between  those  two  is  that  in  the  case 
of  the  Exhibit  310  you  have  stated  the  percentage  of  cancella- 
tions in  the  calendar  year  ?    A.  Yes,  sir. 

Q.  Whereas  in  this  statement  of  the  actuary's  letter  of  in- 
dustrial experience  you  have  stated  the  rate  of  lapses  for  twelve 
months  after  the  date  of  issue,  that  is,  the  policy  year?  A.  I 
believe  that  is  correct. 

Q.  Did  you  have  any  reason  to  suppose  that  the  rate  of  lapses 
according  to  policy  years  or  year  or  policy  month  as  shown  by 
your  table  for  1903  and  given  in  the  actuary's  letter  was  excep- 
tional or  was  that  accepted  by  your  company  as  a  fair  criterion 
for  a  period  of  years  ?  A.  The  letter  was  accepted  by  the  com- 
pany as  a  fair  criterion. 

Q.  You  thought  that  by  taking  one  year  and  taking  each  week 
in  the  way  you  had  and  getting  the  rate  of  lapses  for  these  vari- 
ous periods  you  got  a  basis  upon  which  you  could  fairly  judge 
of  the  rate  of  lapsing  according  to  policy  periods?  A.  Well,  the 
actuary  thought  so,  and  in  his  judgment  we  have  confidence. 

Q.  Yes,  that  is  what  I  mean.  According  to  that  then  it  would 
appear  that  in  the  -first  policy  year  51  per  cent,  and  over  of  all  the 
policies  written  are  cancelled  ?    A.  If  that  statement  so  says. 

Q.  Here  is  the  paper.    A.  My  answer  is  yes. 

Q.  That  is  are  cancelled  in  one  ye^r,  within  the  twelve  months 
from  the  date  of  issue  ?    A.  Yes. 

Q.  Now,  in  the  gain  and  loss  exhibit  of  your  company,  as  pub- 
lished in  the  Wisconsin  insurance  report  of  1905,  being  the  gain 
and  loss  exhibit  for  the  year  1904,  or  rather  in  the  statement  of 
the  company  for  the  year  1904,  appears  a  statement  of  the  total 
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number  and  amount  of  policies  in  your  industrial  department 
which  ceased  to  be  in  force  in  1904,  which  I  will  read  upon  the 
record : 

By  death,  ISTo.  116,419.    Amount,  $12,197,815. 
By  expiration,  No.  475.    Amount,  $23,047. 
By  surrender  No.  61,220.     Amount,  $9,151,338. 
By  lapse,  No.  1,223,832.     Amount,  $215,963,630. 
By  change.  No.  229.    Amount,  $5,923.    Total  terminated,  No. 
1,402,475.    Amount,  $237,244,763. 

THE  WITNESS :    Did  you  ask  me  if  that  was  correct  ? 

Q.  Well,  that  is  taken  from  the  Wisconsin  report,  and  if  there 
is  any  inaccuracy  in  it  I  will  be  glad  to  have  you  bring  it  to  our 
attention.  A.  I  presume,  if  it  is  a  transcript  from  what  we  furnish 
it  is  correct. 

Q.  Now,  on  these  industrial  policies  that  lapse  within  twelve 
months  from  the  date  the  insurance  is  written,  what  is  paid  to 
the  policyholder  in  the  way  of  a  surrender  value?     A.  Nothing. 

Q.  What  is  given  to  the  policyholder  in  the  way  of  a  paid-up 
policy  ?    A.  Nothing. 

Q.  Can  you  furnish  me  with  a  statement  of  the  amount  of 
money  which  has  been  received  from  policyholders  when  policies 
had  lapsed  without  the  policyholder  getting  any  return  even  in 
the  way  of  a  paid-up  policy,  or  of  cash  surrender  value — ^would 
that  be  practical,  do  you  know  whether  that  would  be  practical 
to  furnish  such  a  statement  ?    A.  I  am  afraid  it  would  not. 

Q.  Why  not?  A.  I  don't  think  our  books  are  kept  so  as  to 
show  that. 

Q.  I  have  asked  you  to  give  me  a  statement  of  surrender  value 
and  the  scale  of  surrender  values  allowed  by  your  company.  My 
request  was  as  follows:  Scale  of  surrender  values  for  all  dura- 
tions, giving  a  separate  statement  as  to  industrial  policies,  and 
ordinary  policies  on  insurance  issTied  at  age  twenty-one.  The 
answer  of  the  actuary  is  as  follows : 

"  Surrender  values.  Scale  of  surrender  values  for  all  durations, 
giving  a  separate  statement  as  to  industrial  policies  ^nd  ordinary 
policies  on  insurance,  issued  at  age  twenty-one.  In  the  Industrial 
Department  no  cash  values  are  promised,  except  on  adults'  twenty- 
year  endowments.  We  assume  that  your  question  relates  to  cash 
surrender  values  and  inclose  a  list  of  such  values  on  all  policieg 
for  all  years  up  to  twenty  years  issued  at  age  of  twenty-one." 
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I  offer  in  evidence  the  schedule  as  furnished,  which  can  be 
placed  upon  the  record. 

(Paper  marked  Exhibit  E"o.  311.) 

Q.  This  sheet  gives  surrender  Values  of  various  classes  of  poli- 
cies in  the  ordinary  and  intermediate  departments,  it  gives  no 
statement  of  surrender  values  in  the  Industrial  Department,  save 
in  the  case  of  twenty-year  endowment  policies,  for  the  reason  that 
as  I  understand  it  from  the  actuary's  letter,  no  cash  surrender 
values  are  allowed  on  any  industrial  policies  other  than  the  twenty- 
year  endowment.  That  is  a  fact?  A.  That  is  a  correct  under- 
standing. 

Q.  The  actuary's  letter  says  that  no  surrender  values  are  prom- 
ised. Is  there  any  significance  to  the  word  "  promise  "  as  dis- 
tinguished from  "give" — are  there  any,  in  fact,  g-.eu?  Mr. 
Fiske  interpolates  that  they  often  do  give  surrender  values.  Can 
you  tell  me  the  total  amount  given  in  the  way  of  surrender  values 
for  the  year  1904  on  policies  which  lapsed  in  the  Industrial  De- 
partment, apart  from  the  twenty-year  endowment?  A.  I  cannot, 
but  I  can  get  it  for  you. 

Q.  Well,  I  notice  that  the  total  amount  paid  in  1904  on  surren- 
der policies  in  all  your  departments  was  $657,816.  Now,  how 
much  of  that  was  on  industrial  insurance,  apart  from  industrial 
twenty-year  endowments?  A.  Without  recourse  to  the  books  I 
cannot  answer. 

Q.  Well,  a  very  small  per  cent.,  was  it  not?    A.  I  should  say  so. 

Q.  From  your  gain  and  loss  exhibit  for  the  year  1904,  as  stated 
in  the  blue  book,  I  find  that  in  your  statement  of  reserves  and 
dividends  realized  by  surrender  and  lapse,  the  amount  of  reserves 
and  dividends  realized  by  surrender  and  lapse  is  stated  at  $4,107,- 
844,  and  the  surrender  and  lapsed  values  were  stated  at  $1,075,- 
919,  showing  a  ratio  of  26.19  reserves  returned  on  surrender  and 
lapses.  I  notice  that  a  similar  ratio  in  the  case  of  the  New  York 
life  is  83.93  per  cent.,  in  the  case  of  the  Mutual  Life  of  ISTew 
York  is  63.15,  in  the  case  of  the  Equitable  of  New  York  is  87.67 
per  cent.  What  is  the  explanation  for  such  a  small  amount  of 
surrender  and  lapsed  values  allowed — that  is,  such  a  small  percent- 
age of  the  reserves  and  dividends  realized  which  is  allowed  by 
your  company  in  surrender  values.  A.  You  will  have  to  make 
that  inquiry,  Mr.  Hughes,  of  the  Actuarial  Department. 
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Q.  It  can  hardly  be  explained  with  reference  to  the  industrial 
insurance,  I  should  assume,  because  the  same  percentage  in  the 
case  of  the  John  Hancock  is  83.83  per  cent,  as  against  jiour  26.19, 
and  the  two  low  companies  in  that  regard  being  youi'  company, 
being  26.19  per  cent.,  and  the  Prudential,  33.64  per  cent.?  A. 
That  all  can  be  explained  to  your  entire  satisfaction  if  you  strike 
the  right  sources,  those  who  are  familiar  with  that  branch  of  the 
work. 

Q.  "We  find  that  last  year  exclusive,  that  is,  the  year  1904,  ex- 
clusive gains  in  market  value  of  securities,  the  entire  gains  of 
your  company  were  $2,620,681,  which  are  stated  to  have  been 
made  up  as  follows: 

Gains  from  loading $1,932,105 

Gain  from  surrender  and  lapsed  policies.  .      3,931,925 

Gain  from  surplus  entries 116,935 

Loss  from  mortality 1,560,414 

Leaving  as  a  net  gain 2,620,681 

From  that  it  would  appear  that  what  enables  you  to  show  a  gain 
last  year  in  the  total  operations  of  your  business,  apart  from  in- 
crease in  market  values,  was  the  gain  on  the  surrender  values 
allowed.  Are  you  suiEciently  acquainted  with  the  cost  of  the 
business  of  the  company  to  say  whether  that  is  a  fact  ?  A.  I  am 
not  competent  to  testify  on  that,  Mr.  Hughes. 

Q.  It  is  proper  in  connection  with  the  statement  of  the  re- 
serves realized  on  surrendered  and  lapsed  policies,  stated  in  the 
gain  and  loss  exhibit  to  amount  to  $4,107,844,  that  of  that  amount 
$1,635,280,  as  appears  from  the  Wisconsin  report,  was  from  pol- 
icies upon  which  three  years'  premiums  had  ntot  been  paid.  I 
understand  it  is  just  to  your  company  that  that  should  appear. 
A.  Yes. 

Q.  But  it  would  seem  to  be  the  fact  from  these  figures  that 
have  been  prese^nted,  that  if  you  had  allowed  iii  the  surrender 
values  and  lapsed  values  as  large  a  percentage  in  cash  returns  as 
some  other  companies  allowed,  you  would  have  had  a  very  small 
surplus  for  the  year  —  practically  that  your  large  gain  for  the 
year  came  through  the  failure  to  give  a  very  large  percentage  on 
surrender  values. ,  Now,  is  it  a  fact  that  that  is  the  course  of  your 
business  of  your  company,  or  cannot  you  answer  it  ?  A.  I  would 
rather  you  would  propound  that,  Mr.  Hughes,  to  the  Actuarial 
Department.    I  am  sure  you  will  get  all  the  satisfaction  you  want. 
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Q.  I  should  like  to  be  able  to  ascertain  if  you  or  your  actuary 
can  furnish  the  information  what  proportion  of  the  premiums  paid 
your  company  come  from  policyholders  who  get  nothing  back 
because  surrender  values  in  the  Industrial  Department  except 
on  one  class  of  policies  are  not  promised,  or  except  to  a  very 
small  extent  given  — •  cannot  be  figured  out  ?  I,  of  course,  mean 
apart  from  the  advantage  of  the  carrying  of  the  insurance  during 
the  time  their  policies  are  in  force,  but  who,  as  a  matter  of  fact, 
have  lapsed  and  getting  no  surrender  value,  have  not  received 
in  any  other  way  than  the  carrying  out  of  the  insurance  while 
their  policies  were  in  force,  a  return  ?  Now,  if  it  is  practicable 
to  figure  that  amount  I  would  like  it. 

ME.  LINDABUEY:  They  have  caused  the  company  an  ex- 
penditure greater  than  the  company  has  received  —  greater  than 
the  amount  they  paid  to  the  company. 

ME.  HUGHES:  That  is  another  phase  of  the  matter  as  to 
the  amount  of  the  company's  expenses  which  I  was  going  to  in  a 
moment,  but  looking  at  it  now  from  the  standpoint  of  the  policy- 
holder who  pays  in  his  money  so  much  a  week  right  along,  and 
then  is  unable,  or  does  not  carry  his  policy,  I  wanted  to  know 
what  amount  of  the  premium  you  get  from  that  class  ? 

ME.  LIlSrDABUEY:  He  pays  ten  cents  and  gets  weekly  in- 
surance and  gets  an  extension  of  five  weeks  to  pay  up,  and  don't 
pay,  then  gets  five  or  six  weeks'  insurance  for  one  week  during 
the  paying  and  the  company  spends  more  money  than  they  have 
got. 

ME.  HUGrPIES:  That  is  argument  as  to  the  returns,  but  it 
is  the  fact  I  want  as  to  how  much  money  comes  in  from  those 
people  who  get  no  returns  except  the  fact  that  the  insurance  is 
carried  ? 

ME.  LESTDABUEY.  Because  he  lives  beyond  the  time  and 
allows  the  policy  to  expire. 

ME.  HUGHES:  Before  I  leave  this  matter  there  is 
another  table  which  you  have  fiirnished  that  I  ^'ill  introduce,  and 
that  is  the  distribution  of  the  insurance  in  force  in  December, 
1904,  showing  the  various  classes  of  policies  which  make  up  the 
total  insurance  in  force.  I  offer  the  schedule  given  by  your 
company  in  evidence. 

(Paper  marked  Exhibit  312.) 


1940  Legislative  Insurance  Investigation. 

Q.  From  this  it  appears  that  the  total  ordinary  life  policies  of 
various  classes  amounted  on  December  31,  1904,  to  $218,519,040; 
that  the  total  of  special  class  life  policies  of  various  classes 
amounted  at  that  date  to  $6,630,855 ;  that  the  total  of  intermediate 

policies  of  various  classes  amounted  on  that  date  to A.  Did 

you  say  intermediate? 

Q.  Intermediate — $117,385,157;  and  that  the  total  industrial 
life  of  various  classes  amounted  to  $1,127,889,229,  making  a  total 
of  $1,470,424,281.  Wow,  the  industrial  policies,  20-year,  upon 
which  surrender  values  are  given  in  the  item  stated  as  endow- 
ment 20-year  adult,  the  aggregate  of  which  on  December  31, 
1904,  was  $1,190,309 — are  you  familiar,  Mr.  Hegeman,  with  the 
forms  of  the  policies  of  your  company  and  the  various  classes, 
their  provisions  and  so  forth?  A.  My  familiarity  is  much  less 
than  it  was  a  few  years  ago. 

Q.  I  mean  to  say  so  that  we  may  not  waste  time  over  the 
matter,  are  you  sufficiently  familiar  with  the  provisions  of  the 
various  forms  of  policies  of  your  company  to  explain  them  and 
why  they  were  inserted?  A.  I  should  say  they  could  be  much 
better  explained  by  some  other  officer. 

Q.  By  whom,  for  example?  A.  By  either  Mr.  Fiske  or  Mr. 
Craig. 

Q.  You  made  a  statement  in  your  evidence  the  other  day  as  to 
the  extent  of  the  business  of  the  Metropolitan — of  the  partici- 
pating business,  and  it  would  seem  to  me  that  we  at  that  time 
lost  sight  of  the  intermediate  department  of  your  business.  Is 
it  not  a  fact  that  the  policies  written  on  the  intermediate  plan  are 
participating  policies?  A.  They  are  to  the  extent  of  whatever 
we  make  on  the  mortality. 

Q.  Then  they  are  participating  policies  according  to  their 
terms  to  the  extent  that  aftbr  five  years  such  dividends  shall  be 
paid  annually  in  cash  or  at  the  written  request  of  the  holder  any 
additions  to  the  policy  as  the  judgment  of  the  officers  and  direc- 
tors of  the  company  the  policy  shall  have  earned;  and  in  the  judg- 
ment of  the  officers  and  directors  of  the  company  you  allow  the 
intermediate  class  to  participate,  as  I  understand  it,  to  the  extent 
of  gains  in  mortality  ?     A.  Yes. 

Q.  And  your  gains  in  mortality  are  losses,  is  it  not?'  You 
mean  the  gains  in  mortality  in  that  class  of  policy  ?     A.  Yes. 

Q.  And  those  are  actual  gains,  are  they?    A.  Yes. 

Q.  So  that  those  are  participating  policies  to  that  extent?     A. 
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Tes;  they  are  made  up  of  tlie  same  loading  as  on  our  stock 
policies. 

Q.-  What  do  you  mean  by  stock  policies?  A.  Non-partici- 
pating. 

MR.  LIISTDABUEY:  General  policies  as  distinguished  from 
ordinary  policies. 

Q.  The  question  was  raised  a  moment  ago  as  to  the  expense 
under  which  you  do  business.  I  find  that  the  total  expenses  of 
your  company  for  the  year  1904  amounted  to  $19,874,752,  and 
the  total  income  of  your  company  was  $55,985,757,  so  that  it 
-  would  seem  that  the  total  expenses  of  your  company  were  about 
35  per  cent,  of  the  total  income?     A.  If  that  shows  it. 

Q.  Well,  it  does  approximately.  Did  you  hear  the  testimony 
of  Mr.  McClintock  that  the  expenses  of  the  Mutual  and  the  New 
York  Life  and  the  Equitable  were  approximately  20  per  cent,  of 
the  total  income?     A.  I  did  not. 

Q.  Well,  that  appears  in  the  record,  that  is  he  testified  as  to 
his  own  company  and  assented  to  my  suggestion  as  to  the  others 
which  is  a  matter  of  course  of  verification.  What  is  the  explana- 
tion of  the  increase  —  the  amount  of  expenses  of  the  Metropolitan 
Life  in  proportion  to  its  income  as  compared  with  those  other 
large  companies?  A.  Well,  in  general  the  increased  expense  is 
due  to  the  immense  amount  of  detail  work  required  by  the  in- 
dustrial department.  It  is  selling  insurance  at  retail  rather  than 
at  wholesale.  It  is  on  a  par  with  the  selling  of  coal  by  the  pail 
instead  of  by  the  ton.  I  can  buy  a  ton  of  coal  at  $6,  but  if  T  pay 
for  it  by  the  pail  I  am  paying  $12.  We  have  an  infinite  amount 
of  work  to  do  in  the  industrial  department,  as  you  can  see  when 
you  realize  that  on  the  nearly  eight  millions  of  policies  in  force 
we  are  required  to  collect  the  premiums  every  week.  If  we  try 
to  get  on  Monday  and  miss  it  we  go  on  Tuesday,  if  we  miss  it  on 
Tuesday  we  go  on  Wednesday;  and  all  the  work  is  done  by  men  in 
the  service  of  the  company;  the  matter  of  claims  and  writings  of 
policies,  everything  that  relates  to  the  business  is  entirely  done  by 
agents  under  the  pay  of  the  company. 

BY  ME.  COX: 

Q.  All  done  on  a  percentage,  isn't  it  — that  work  is  all  done  on 
a  percentage  basis?  A.  Yes  and  earn  on  an  averagfe  less  than  the 
mechanics  and  the  people  among  whom  they  go  in  the  industrial 
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policy.  Let  me  give  you  this  illustration:  An  individual  policy 
averages  about  $140  in  amount  —  an  ordinary  policy. 

BY  THE  CHAIEMAlsT: 

Q.  Amount  of  what?  A.  Insurance,  about  $140,  the  average 
amount  of  insurance  in  force  perhaps  in  the  mutual  companies 
may  be  $2,500.  I  will  put  it  in  this  way:  For  every  million  dol- 
lars of  insurance  written  by  an  ordinary  mutual  company  you 
represent  about  four  hundred  different  transactions;  but  the  same 
million  amount  of  insurance  in  an  industrial  company  would 
represent  over  7,000  transactions;  and  that  runs  all  through  the 
whole  ramifications  of  field  work  and  home  office  work,  writing  up  ■ 
policies,  paying  claims,  keeping  up  correspondence,  multiplica- 
tion of  books,  forms,  and  everything.  Or  I  will  put  it  in  another 
way:  The  average  policy  at  $2,500  may  at  the  average  age 
represent  a  premium  of  $65,  that  is,  a  premium  collected  by  a 
mutual  company  once  a  year  if  the  premium  is  annual,  twice  a 
year  if  it  is  semi-annual,  four  times  a  year  if  it  is  quarterly  — 
but  that  is  the  most  frequent.  On  the  other  hand  that  same 
premium  would  represent  with  us  650  insured  people  to  whom  we 
had  to  go  fifty-two  times  a  year  to  collect  their  premiums.  In 
llie  one  case  the  man  pays  $65  and  he  pays  it  once,  twice,  or  four 
times  a  year;  and  in  the  other  case  650  people  pay  the  same  — 
people  to  whom  we  send  fifty-two  times  a  yeiir. 

BY  THE  CHAIEMAE": 

(}.  You  mean  that  650  people A.  Every  premium  and 

ceiil.  We  have  to  go  into  a  million  houses  a  year  now  —  I  mean 
a  day  —  every  day  in  the  year  we  have  to  go  into  the  homes  of  a 
millio  npolicyholders. 

Q.  $65  a  year  the  old-line  policy?  A.  I  was  comparing  the 
labor  involved  in  the  collection  of  a  $65  premium  from  an  average 
policyholder  and  that  involved  in  collecting  the  same  amount  of 
premium  from  650  industrial  policies. 

BY  ME.  HUGHES: 

Q.  Whatever  labor  there  may  be,  as  matter  of  fact  that  labor 
is  paid  for  at  15  per  cent,  of  the  collection,  isn't  it?  A.  No. 
There  are  two  compensations. 

Q.  I  am  now  speaking  not  of  the  initial  expense  of  writing  the 
business,  which  I  will  come  to  later,  but  simply  of  the  collections. 
A.  The  collection  fee  is  15  per  cent. 
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Q.  Before  we  take  up  the  various  items  which  enter  into  the 
total  of  expenses,  I  want  to  call  your  attention  to  another  ratio, 
and  that  is  the  ratio  of  the  total  expenses  of  your  company,  and 
the  total  paid  the  policyholders.  I  find  that  the  total  paid  policy- 
holders, including  death  claims,  matured  endowments  and  annui- 
ties, and  surrenders  allowed,  and  dividends,  amounted  in  1904  to 
$16,659,494,  where  the  expenses  amounted  to  $19,874,752.  In 
other  words,  the  expenses  were  approximately  119  per  cent,  of 
the  total  paid  policyholders,  whereas  in  the  case  of  the  Mutual 
we  found  that  the  total  expenses  were  about  49  per  cent,  of  the 
amount  paid  policyholders  and  the  entire  amount  was  not  distrib- 
uted under  their  deferred  dividends  system,  and  a  similar  amount 
was  the  percentage  in  the  case  of  the  New  York  Life  and  Equi- 
table. A.  Of  course,  it  would  be  very  unfair  to  compare  the  ex- 
pense of  an  industrial  company  with  that  of  a  mutual  life. 

Q.  That  is  what  I  want  to  bring  out ;  just  to  what  extent  such 
an  enormous  difference  in  the  ratio  of  the  expenses  to  the  returns 
to  policyholders  is  to  be  explained  by  the  character  of  the  busi- 
ness that  you  do  ?    A.  What  is  that  ratio,  Mr.  Hughes  ? 

Q.  Roughly  speaking,  I  should  say  in  your  company  the  ex- 
penses were  about  119  per  cent,  of  the  total  paid  to  policyholders. 
A.  What  is  the  relation  between  our  expenses  and  those  of  the 
mutual  companies? 

Q.  The  mutual  expenses,  apparently,  are  about  49  per  cent.,  or 
the  ratio  of  their  expenses  to  the  total  payments  to  policyholders, 
to  be  expressed  in  that  way,  49  per  cent.  If  you  want  the  exact 
figures  they  are  these : 

The  total  paid  to  policyholders  of  the  Mutual  Life,  that  is,  actu- 
ally distributed  in  1904,  is  $34,484,275.  And  total  expenses  of 
^16,898,456. 

Id  the  case  of  the  New  York  Life  the  total  paid  to  policyholders 
is  $40,288,583.    And  the  total  expenses  are  $19,543,146. 

In  the  Equitable  the  total  paid  to  policyholders  is  $36,389,047. 
The  total  expenses  $16,579,604. 

In  all  these  companies  there  arc  large  amounts  not  distributed, 
which  are  held  for  distribution  at  various  times.  In  your  com- 
pany, which  does  not  do  to  any  extent,  I  believe,  a  deferred  div- 
idend business,  total  paid  to  policyholders  is  $16,559,494,  total 
expenses  $19,874,752.  A.  Have  you  there  the  proportion  or  the 
expenses  of  the  industrial  companies  as  compared  with  the  ex- 
penses of  ordinary  mutual  companies  ? 
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Q.  Now,  we  have  certain  figures  on  that  which  I  can  give  now  if 
you  desire  to  have  them.  A.  For  example,  let  me  state  this.  Some 
few  years  ago,  at  the  request  of  certain  State  Insurance  Superin- 
tendents, I  prepared  and  read  before  a  convention  of  superintend- 
ents in  Milwaukee,  and  I  remember  drawing  up  a  comparison  of 
the  expenses  paid  in  the  two  lines  of  business,  and  there  the  ex- 
penses were  shown  in  the  industrial  companies  to  be  two  and  one- 
quarter  to  one  —  that  is  to  say,  they  were  a  little  over  twice  what 
they  were  in  the  ordinary  companies  —  what  the  ordinary  com- 
panies' expenses  were  —  about  17  per  cent.,  and  ours  were  some- 
thing over  forty.  S.o  that  while  all  the  machinery  of  doing  the 
business  —  the  illustration  I  gave  you  a  few  minutes  ago  was  18 
to  1  —  the  actual  expenses  were  two  and  one-quarter  to  one.  !N"ow, 
the  expenses  of  the  Industrial  Department  are  all  those  which  at- 
tached to  the  doing  of  an  immense  business  like  that  in  this  retail 
way.  You  might  safely  assume  that  the  ordinary  man  of  modest 
means,  working  on  a  week's  wages,  or  day's  wages,  pays  tAvice  for 
the  necessities  of  life  as  compared  vsdth  a  man  better  off.  ,  It  enters 
into  everything  which  he  has  to  use. 

Q.  He  pays  twice  for  his  insurance?  A.  He  has  to;  he  is  veil- 
ing to  pay  it.  "We  have  adopted  all  sorts  of  ways  to  cheapen  it; 
we  have  tried  to  throw  off  part  of  it  in  the  old  days  when  we 
could  if  he  would  come  to  the  office  and  pay  ■ —  if  he  would  lay 
down  thirteen  weeks  at  a  time  we  would  give  him  a  week;  if  he 
laid  down  twenty-six  we  would  give  him  two,  but  the  man  would 
not  leave  his  shop,  or  the  woman  her  sewing  machine,  and  the 
children  would  not  go  out  of  school.    It  has  all  got  to  be jpaid  for. 

Q.  We  will  take  up  in  the  morning  the  various  elements  of 
those  expenses  with  the  object  of  ascertaining  just  how  it  is  that 
in  doing  the  industrial  business  you  are  put  to  these  large  ex- 
penses, and  what  items  go  to  make  up  the  total  of  nineteen  mil- 
lions which  we  have  used  as  a  basis  for  this  comparison.  A.  The 
items  there  are  separate,  are  they  not? 

ME.  HUGHES :    "We  will  take  it  up  in  the  morning. 

(Adjourned  to  November  9,  1905,  at  10.30  A.  M.) 


ALDERMAMO  CHAMBEE, 

City  Hall,  New  Yoek  Citt. 

November  9,  1905. 

The  Committee  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

JOHN  E.  HEGEMAN  resumed. 

BY  ME.  HITGHES: 

Q.  Mr.  Hegeman,  at  the  close  of  yesterday's  session  we  took 
up  the  matter  of  the  expenses  of  jomt  company  which,  for  the 
year  1904,  aggregated  $19,874,752.  Have  you  a  statement  of  the 
items  entering  into  the  aggregate?  A.  I  have  a  statement  enter- 
ing into  that  portion  of  it  which  refers  to  the  total  industrial 
expenses. 

Q.  What  amount  of  the  total  mentioned  is  the  total  of  the  in- 
dustrial expenses?     A.  $16,374,314.45. 

Q.  Have  jou  the  items  entering  into  that  aggregate  of  indus- 
trial expenses?    A.  I  have. 

Q.  Will  you  please  state  them?  A.  The  commissions,  salaries 
and  allowances  for  superintendents  and  assistant  superintendents 
and  agents  was  $10,841,582.96,  that  is,  61.21  per  cent. 

The  agency  supervision  $558,301.05,  that  is,  3.41  per  cent. 

The  medical  fees  were  $546,267.21,  that  is,  3.33  per  cent. 

The  home  office  salaries  $1,511,225.07,  that  is,  9.23  per  cent. 

The  rents  $604,589.03,  Aviiich  is  3.69  per  cent. 

Stationery,  printing,  advertising  supplies  and  so  forth,  $502,- 
430.57,  which  is  3.07  per  cent. 

The  legal  fees  were  $59,779.03,  which  is  .36  per  cent. 

The  furniture  and  so  forth  $107,402.40,  which  was  .66  per  cent. 

Insurance  taxes  $553,390.56,  which  is  3.38  per  cent. 

Eeal  estate  taxes  were  $153,898.79,  which  is  .94  per  cent. 

Eepairs  and  expenses  to  real  estate  $287,482.01,  which  is  1.76 
per  cent. 

We  paid  for  bonding  our  agents  under  the  title  of  agents  surety 
bonds  $39,344.54,  which  is  .24  per  cent. 
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We  paid  to  the  stockholders  $140,000,  which  is  .86  per  cent. 

Miscellaneous  expenses  were  $218,720.23,  which  is  1.33  per 
cent. 

And  we  marked  off  of  real  estate  an  even  $250,000,  which  is 
1.53  per  cent. 

The  snm  of  those  percentages  makes  100  per  cent. 

Q.  And  those  percentages  are  percentages  of  what?  A.  Those 
are  percentages  of  the  total  industrial  expenses. 

Q.  Taking  the  item  of  home  office  salaries,  compensation  of 
home  office  employees,  I  find  by  yonr  report  to  the  jSTew  York 
State  Department  of  December  31,  1904,  that  the  total  was 
$1,940,044.05.  In  what  manner  have  you  apportioned  that 
amouiit  so  as,  to  reach  the  item  of  $1,511,000  odd  dollars  appli- 
cable to  the  industrial  department. 

'KR.  FISKE:    I  have  that  here  (producing  paper). 

ME.  HUGHES:  In  answer  to  this,  Mr.  Fiske  has  produced  a 
statement  showing  the  items  entering  into  the  aggregate  of 
$1,940,044.05,  which  I  will  offer  in  evidence  as  your  answer  if 
you  are  willing. 

(Paper  marked  Exhibit  313.) 

BY  ME.  HUGHES: 

Q.  I  have  asked  you  to  present  a  statement  of  the  salaries  of 
the  executive  officers  of  your  company.  I  understand  that  this  is 
the  statement  and  that  it  is  correct  (handing  paper)  ?  A.  I  believe 
it  to  be  co'rrect. 

ME.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  314,  and  read  by  Mr.  Hughes.) 

Q.  What  is  the  meaning  of  the  heading  "  Salary  and  commis- 
sions over  the  amounts  stated  to  have  been  received  by  the  Presi- 
dent for  the  years  1877  to  1895,  inclusive  "  ?  A.  Well,  during 
those  years  the  President  and  Vice-President  were  allowed  by  the 
directors  a  commission  on  the  industrial  increase. 

Q.  What  was  the  amount  of  that  commission?  A.  It  varied 
from,  in  the  case  of  the  President,  two  times  down  to  oine-eighth 
of  one  time. 

Q.  Two  times  what?     A.  The  increase. 
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Q.  Wiiat  increase?  A.  Increase  in  the  weekly  premiums  in 
force  at  tlie  end  of  the  year;  thafis  to  say  if  at  the  end  of  a  cer- 
tain year  wo  had  ten  thousand  dollars  more  of  weekly  premiums 
in  force  than  at  the  beginning  of  the  year  his  salary  was  increased. 
Q.  I  don't  understand  what  yon  mean  by  weekly  premiums  in 
force.  Do  you  mean  policies  in  force  on  the  weekly  premium 
basis?  A.  Yes  —  premiums  on  policies  in  force  in  the  Industrial 
Department. 

Q.  If  there  was  an  excess  of  the  premiums  on  policies  in  force 
in  the  Industrial  Department  —  you  mean  in  excess  receipts?  A. 
I  am  thinking  of  the  clearest  way  to  illustrate  it  to  you.  Let  us 
take  the  first  year  in  which  the  industrial  business  started;  we 
began  with  nothing;  at  the  end  of  the  first  year  period  we  had 
ten  thousand  dollars  of  weekly  premiums  on  policies  in  force  — 
is  that  clear? 

Q.  I  .take  it  that  you  mean  that  if  at  the  end  of  the  year  you 
found  that  you  had  received  ten  thousand  dollars  of  weekly  pre- 
miums on  the  policies  in  force A.  No,  if  there  were  poli- 
cies in  force,  the  premiums  on  which  represented  ten  thousand 
dollars  per  week  —  is  that  clear? 

Q.  Yes;  then  what?  A.  His  percentage  was  based  upon  that 
amount. 

Q.  What  was  the  amount  of  the  yice-president's  percentage? 
A.  That  was  half  of  the  president's. 

Q.  And  the  president's  you  have  stated  to  be  what?  A.  Began 
at  two  times  in  1880  and  ran  dowa  to,  I  think,  one-eighth  of  one 
time  in  1894  —  no,  in  1891  he  died;  ran  down  in  the  case  of  the 
vice-president  to  1894. 

Q.  Have  you  a  separate  statement  showing  what  part  of  the 
totals  given  in  this  table  of  salaries  and  commissions  represented 
commissions?     A.  Practically  all  represents  commission. 

Q.  Was  the  salary  a  nominal  one  down  to  1891 A.  The 

salary  was  six  thousand  dollars  —  I  think  the  salary  was  six  thou- 
sand dollars  a  year. 

THE  OHAIEMAIST:  Will  you  have  him  explain  the  two  times? 

MK.  HUGHES:  He  has  explained  that  two  times  means  two 
times  this  increase  which  he  has;  the  one-eighth  of  one  time  is 
one-eighth  of  the  increase. 

THE  CHAIEMAJST:  Does  that  mean  if  there  is  ten  thousand 
dollars  of  weekly  collections  it  is  two  times  more  than  that  — 
t-,verity  thousand  dollars? 
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THE  WITNESS:  Weekly  premiums  in  force.  One  time 
means  ten  thousand  dollars  aifd  one-eighth  means  one-eighth  of 
whatever  it  was. 

Q.  Was  the  salary  of  six  thousand  dollars  continuous?  A.  I 
think  in  the  case  of  the  president  it  continued  until  his  death,  the 
former  president  in  1897.  In  my  own  case  I  think  it  terminated 
the  same  year. 

Q.  You  mean  in  1891?  A.  Inl891I  terminated  that  volun- 
tarily. 

Q.  You  mean  as  vice-president,  referring  to  your  own  case? 
A.  I  was  made  president  that  year. 

Q.  Yes.     But  you  were  made  president  in  1892  ?     A.  1891. 

Q.  According  to  this  table  you  received  nothing  as  president 
except  for  1892?  A.  It  was  the  latter  end  of  1891;  I  suppose 
they  have  got  it  in  the  other  column. 

Q. ,  Was  the  salary  of  the  president  six  thousand  dollars  down 
to  the  time  of  your  accession  ?     A.  I  think  it  was. 

Q.  And  what  was  the  salary  of  the  vice-president  while  you 
were  vice-president?     A.  The  same. 

Q.  So  that  all  the  other  amounts  in  excess  of  six  thousand  dol- 
lars down  to  1891  inclusive,  for  the  president  and  vice-president, 
are  amounts  paid  in  the  way  of  commissions?     A.  Yes,  sir. 

Q.  And  in  1892  it  is  stated  that  there  was  paid  to  the  estate 
$57,517.34.  Does  that  mean  to  the  estate  of  Joseph  F.  Knapp  ? 
A.  That  is  right. 

Q.  And  was  that  an  amount  paid  as  commissions?  A.  That 
was  the  amount  found  to  have  been  due  him  up  to  the  time  of 
his  death. 

Q.  It  was  for  any  period  succeeding  his  death  ?     A.  Not  a  day. 

Q.  On  what  basis  was 'your  compensation  fixed  when  you  be- 
came president?  A.  It  was  the  six  thousand  dollars  continued 
and  my  compensation  then  was  one-fourth  of  one  time  the 
incTf.nsc. 

Q.  Was  that  fifty-seven  thousand  dollars  due  Mr.  Knapp  for 
commissions  ?  A.  Yes,  that  had  been  earned  and  not  di-awn  up 
to  the  time  of  his  death. 

Q.  Entirely  for  commissions?     A.  Absolutely. 

BY  MR.  HUGHES: 

Q.  I')id  you  complete  your  statement  as  to  the  rate  of  commis- 
sicns  when  you  became  president?     A.  In  January,  1891,  I  \ol" 
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Tintarily   reduced   my    interest   to    one-fourth    of   one   time   the 
increase. 

Q.  And  your  salary  was  fixed  at  what  figure?  A.  I  had  no 
salary  then;  I  relinquished  the  salary  of  six  thousand  dollars — I 
voluntariiy  relinquished  it. 

Q.  So  that  in  1892  the  eighty-seven  thousand  dollars  was  paid 
you  for  on  account  of  the  commission  to  which  you  were  entitled 
on  the  hasis  stated?     A.  Yes,  sir. 

Q.  The  same  is  true  of  the  seventy-two  thousand  dollars  in 
1893,  and  eighty-nine  thousand  dollars  in  1894?     A.  Yes,  sir. 

Q.  Then  in  1895  was  the  amount  due  you  by  way  of  commis- 
sion liquidated  and  paid,  amounting  to  $93,474.68,  and  you  then 
went  on  a  salaried  basis  ?  A.  Yes.  I  then  reduced  my  compen- 
sation voluntarily  from  what  the  commissions  would  have  pro- 
duced to  fifty  thousand  dollars. 

Q.  And  that  was  put  as  a  flat  salary,  or  was  it  put  in  the  form 
of  a  commission  ?     A.  No,  it  was  put  as  a  flat  salary. 

Q.  Of  fifty  thousand  dollars  a  year  ?     A.  Yes. 

Q.  I  see  in  189Y  it  was  fifty-one  thousand  dollars?  A.  That 
was  an  old  balance  on  the  previoiTS  commission  that  had  not  been 
paid. 

Q.  That  is,  the  thousand  dollars  ?     A.  Yes. 

Q.  And  the  other  amounts  which  have  been  paid  you  from. 
1897  to  1905  inclusive  have  been  paid  you  as  salary?  A.  Salary 
and  what  is  called  an  honorarium  or  bonus.  We  have  had  for  the 
last  five  or  six  years,  in  fact  all  the  years,  a  prosperous  career, 
and  those  were  amounts  added,  ten  per  cent,  one  year  and  twenty 
per  cent,  another  year,  to  what  had  theretofore  existed  as  salary. 
For  example,  you  will  find  one  year  fifty  thousand  dollars,  and 
some  other  year  ten  per  cent,  had  been  added,  making  it  sixty 
thousand  dollars,  is  that  right? 

Q.  Twenty  per  cent,  would  make  it  sixty  thousand  dollars  ? 
A.  Yes — whatever  it  was. 

Q.  Well,  the  point  is,  was  your  salary  continued  at  fifty 
thousand  dollars  for  several  years?  A.  The  salary  and  bonus 
given  to  me  by  the  Board  was  each  year  as  shown  on  that 
statement. 

Q.  Yes,  but  what  was  the  amount  of  the  salary?  A.  Part 
of  the  time  fifty  thousand  dollars  and  part  of  the  time  sixty 
thousand  dollars,  and  I  think  increased  to  seventy-five  thousand 
dollars. 
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Q.  Can  you  state  the  different  periods  ?    A.  I  cannot. 

Q.  What  is  your  present  salary?  A.  My  present  salary  is — 
and  there  is  where  I  want  to  ask  you  to  permit  me  if  you  will 
to  make  a  statement.  It  appears  on  that  paper  which  you 
have  in  your  hand  as  one  hundred  thousand  dollars.  That  is 
right  and  it  is  wrong.  When  the  Finance  Committee  at  the 
last  annual  meeting  took  up  the  matter  of  adjusting  tho 
salaries  of  the  officers  they  sent  for  me  in  consultation,  and- 
asked  me  for  my  recommendation  first  as  to  the  other  officers 
of  the  company.  I  told  them  that  they  could  give  them  all 
that  their  generosity  would  permit — it  would  be  impossihle 
to  overpay  them.  As  for  myself,  I  had  received  for  two  or 
three  years  ninety  thousand  dollars  and  I  did  not  want  any 
more — they  would  gratify  me  very  much  if  they  had  it  in 
their  mind  to  increase  it  not  to  do  so.  They,  however,  came 
in  with  the  recommendation  to  the  Board  fixing  the  officers' 
salaries  at  what  they  had  been  the  year,  before,  which  had 
included  a  bonus,  and  they  are  represented  by  the  sums  on  the 
sheet  which  is  in  your  hand.  As  to  my  own,  I  said  that  T 
was  satisfied  and  gratified  more  so  at  what  it  was  and  did  not 
want  it  increased,  but  the  Board  adopted  the  recommendation 
of  the  Finance  Committee  and  said  that  after  thirty-five  yeari^ 
of  service  they  thought  I  was  entitled  to  one  hundred  thousand 
dollars.  I,  of  course,  thanked  them  for  their  generosity"  and 
as  I  said,  I  do  not  propose  to  accept  this  amount;  I  have  never 
drawn  it  and  I  never  propose  to  draw  it. 

I  would  like  to  say  now,  in  view  of  the  fact  that  perhaps  the 
Committee  and  counsel  would  naturally  ask  what  has  been  done 
for  this  compensation,  if  you  permit  me — it  won't  take  but  » 
minute,  I  would  like  to  make  a  brief  statement. 

Q.  Certainly.  A.  For  fully  one-half  of  the  thirty-five  yearp 
during  which  I  have  been  connected  with  the  Metropolitan  I 
have  given  it  from  twelve  to  sixteen  or  more  hours  a  day. 
1  dislike  very  much  to  make,  this  statement  because  of  all 
the  words  in  the  English  language  which  I  hold  in  contempt 
the  perpendicular  pronoun  holds  the  primacy.  I  hate  to 
speak  in  the  first  person  singular,  but  it  seems  to  me  that  T 
ought  to  do  so  at  this  juncture.  I  have  very  frequentlv 
crossed  the  ferry  and  gone  to  work  at  seven  o'clock  in  the 
morning,  many,  many  weeks  and  months,  and  I  have  frequentlv 
gone  home  at  midnight.     I  do  not  think  there  is  an  hour  of 
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the  night  T  have  not  crossed  the  ferry  going  to  and  from 
business.  During  that  thirty-five  years  I  have  been  away 
six  times,  and  the  interval  between  the  first  and  second 
times  was  twenty-one  years.  The  directors  have  met  durinp; 
that  time  but  four  times  when  I  was  not  present.  When  I  first 
joined  the  company,  less  than  two  hundred  and  fifty  thousand 
dollars  would  have  bought  all  they  had;  we  can  leave  it  to-day 
with  a  hundred  and  fifty  million.  We  had  at  that  time  an 
outdoor  and  indoor  staff  consisting  of  about  forty.  The  com- 
pany has  now  between  seventeen  thousand  and  eighteen  thousand. 
I  can  remember  in  the  old  days  when  we  had  a  debt  I  had  to  go  out 
and  borrow  the  money.  We  now  have  a  debt  every  minute  in  the 
day  during  all  the  working  hours  of  all  the  working  days.  The 
capital  and  surplus  I  have  said  were  practically  gone.  That  now 
amounts  to  fifteen  million  dollars,  that  is  it  did  at  the  beginning 
of  this  year.  It  is  safe  to  say  that  another  million  will  go  on  during 
the  year,  which  will  enable  us  to  give  that  million  away  to  the 
non-participating  policyholders  next  year.  We  have  ten  years  in 
working  the  company  to  two  million  dollars  of  assets ;  we  are  now 
adding  two  millions  a  month  as  we  go  along.  During  all  these 
years  I  have  averaged  in  pay  from  the  company  a  trifle  over  fifty 
thousand  dollars  a  year.  I  believe  I  have  stayed  to  my  pecuniary 
disadvantage,  but  I  have  had  a  high  motive ;  I  was  offered  a  guar- 
antee thirteen  years  ago  of  one  hundred  thousand  dollars  to  go  else- 
where. I  think  that  covers  the  main  thing  that  was  on  my  mind  to 
state,  to  which  I  will  only  add  the  fact  that  I  trust  I  may  be  for- 
given for  the  implied  egotism  involved  in  this  statement. 

Q.  Was  your  salary  fixed  at  one  hundred  thousand  dollars  by 
the  Finance  Committee  in  the  first  instance,  recommended  by  the 
Finance  Committee  ?  A.  It  was  recommended  by  the  Finance 
Committee  to  the  full  Board  at  a  stated  meeting,  which  recom- 
mendation was  confirmed,  ratified,  approved,  and  adopted. 

Q.  And  who  v/as  on  the  Finance  Committee  ?  A.  General 
James,  Mr.  Joseph  B.  Knapp,  and  Silas  B.  Dutcher. 

Q.  What  had  been  the  amount  of  your  salary  immediately 
preceding  that?  A.  It  had  been  $75,000  with  a  gift  of  .20  per 
cent.  Of  course,  those  salaries  you  understand  are  fixed  every 
year ;  they  have  no  continuance. 

Q.  I  see  that  for  three  years  the  amount  stated  here  as  salary — 
I  refer  to  1902  and  1903  and  1904^is  $90,000.  Was  that  the 
salary  for  those  years  ?    A.  No ;  the  first  time  it  was  a  salary — 
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the  salary  was  $75,000,  and  the  hoard  added  to  it  an  honorarium 
of  20  per  cent ;  the  next  year  they  passed  a  resolution  saying  that 
the  same  amount  should  be  paid  to  the  president  for  that  year  as 
had  been  paid  the  year  before,  whether  it  was  called  a  salary,  gift, 
bonus  or  honorarium  I  don't  remember  now;  the  amount  I  know 
it  was  the  same.  The  next  year  the  same  was  done — it  should 
be  continued  for  that  one  year;  then  it  came  up  to  1905  when 
followed  the  facts  I  have  endeavored  to  give  you. 

Q.  What  was  the  total  amount  of  increase  in  the  salaries  of 
the  executive  officers  for  the  year  1905,  over  and  above  the 
amounts  which  they  had  previously  received?     A.  Nothing. 

Q.  Well,-  I  notice  in  your  case  the  salary  is  $100,000  against 
$90,000?  A.  I  have  just  explained  I  have  repudiated,  refused 
that  with  thanks. 

Q.  I  notice  that  Mr.  Mske's  salary  for  this  year  is  $75,000  and 
his  compensation  for  last  year  is  placed  at  $61,406.25  ?  A.  Well, 
then  his  was  increased. 

Q.  I  notice  that  Mr.  Gaston's  salary  is  for  1905  $37,500  and 
for  1904  $30,000  ?  A.  That  is  right.  I  was  in  error  in  that  state- 
ment. 

Q.  Mr.  Ayres  for  1905  is  $16,250  and  1904  $13,000.  A.  They 
were  increased  to  the  amount  shown  on  that  statement,  increased 
by  the  full  board  of  directors. 

Q.  On  the  recommendation  of  the  Finance  Committee?  A.  On 
the  recommendation  of  the  Finance  Committee,  and  the  amounts 
which  you  asked  for  of  those  total  increases  you  can  compute  by 
adding  up  the  differences. 

Q.  What  led  to  such  a  general  increase  of  salaries  for  this  year? 
A.  Nothing  except  the  continued  prosperity  of  the  company. 

Q.  Did  you  measure  the  continued  prosperity  and  growth  of 
the  surplus  which  belongs  to  the  stockholders  or  in  the  increased 
amount  payable  to  polieyho]ders?  A.  In  everything  that  relates 
to  the  development,  magnitude  and  growth  of  the  company. 

Q.  We  referred  yesterday  to  the  immense  expenses  they  had 
incurred  in  conducting  the  industrial  biisiness,  and  you  were  ex- 
plaining the  necessity  for  that  expense,  and  in  that  way  the  com- 
paratively small  return  to  the  policyholders  as  compared  with 
ordinary  insurance,  and  I  want  to  ask  you  whether  those  matters 
have  been  taken  into  consideration  by  your  committee  in  adopting 
increases  of  salaries?     A.  I  assume  them  to  have  been. 

Q.  Have  you  made  any  serious  effort  to  reduce  expenses  in 
your  company?     A.  We  are  always  making  that  effort. 
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Q.  Well,  in  what  line  have  you  succeeded  in  reducing  them? 
A.  "Well,  it  would  be  hard  for  me  to  state  that — there  are  so  many 
ways  in  which  the  effort  has  been  made. 

Q.  The  residue  of  the  amount  stated,  to  be  salaries  and  allow- 
ances for  agencies,  including  managers,  agents  and  clerks,  is 
made  up  of  sums  paid  to  2,112  clerks,  that  $1,636,938.11,  is  it 
not?     A.  If  that  is  the  amount. 

Q.  I  want  to  be  sure  that  this  table  that  I  have  read  covers  the 
salaries  except  those  that  are  paid  to  the  clerks?  A.  The  question 
was  what,  Mr.  Hughes? 

Q.  Whether  the  residue  of  this  total  amount  for  salaries,  home 
office  employees,  is  made  up  of  the  amount  paid  to  2,112  clerks? 
A.  Yes,  excepting  many  of  them  are  heads  of  divisions — ^heads  of 
departments. 

IfR.  LrNDABTJEY:  There  is  no  doubt  that  paper  does  cover 
all  that  is  paid  to  clerks. 

ME.  HUGHES:     I  think  it  is  perfectly  clear. 

Q.  Now,  you  have  stated  that  the  commissions,  salaries  and 
allowances  for  superintendents  and  assistant  suiierintendents  in 
the  industrial  department  in  the  year  1904  amounted  to  $10,841,- 
582.96.  Will  you  state  how  your  industrial  department  is  organ- 
ized— that  is  how  the  agency  branch  of  the  industrial  branch  is 
organized  ?  A.  Are  you  referring  now  to  field  work  and  work  done 
outside  of  the  home  office? 

Q.  Yes,  and  the  supervision  of  it  and  the  gradation  of  officers 
or  positions?  A.  As  to  the  field  work,  the  force,  if  I  remember 
rightly,  is  composed  of  some  350  superintendents.  Under  them 
are  some  2,700  assistant  superintendents.  Under  them  are  be- 
tween 12,000  and  18,000  agents. 

Q.  And  those  agents  do  the  soliciting  and  the  collecting?  A. 
They  do. 

Q.  And  the  assistant  superintendents  supervise  their  work?  A. 
Each  assistant  superintendent  has,  say,  an  average  force  of  five 
men  imder  him.  The  assistant  superintendents  are  then  under  the 
direction  of  the  superintendent.  You  might  contrast  him  with  the 
colonel  of  a  regiment  and  the  assistant  superintendents  as  the 
captain  of  companiea,  and  the  men  themselves,  as  the  rank  and 
file. 
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Q.  Are  those  assistant  superintendents  working  in  particular 
territories?  A.  Tliey  are  working  in  most  of  the  States  of  the 
Union — yes,  in  fixed  territories. 

Q.  And  the  superintendents  have  various  temtorial  assign- 
ments?    A.  Yes. 

Q.  And  then  is  there  a  general  head  of  the  department?  A. 
Here  at  the  home  office? 

Q.  Yes.  A.  Well,  the  whole  department  is  under  the  manage- 
ment of  the  officers  of  the  company. 

Q.  Is  there  any  officer  of  the  company  who  particularly  has 
it  in  charge?  A.  No,  it  is  too  vast  for  any  one  man.  Perhaps 
Mr.  Fiske  has  more  knowledge  and  has  more  to  do  with  more 
matters  connected  with  it. 

Q.  Now,  starting  with  the  unit  or  agent,  is  this  the  form  of 
agreement  with  the  Metropolitan  Life  Insurance  Company  (hand- 
ing witness  paper)?    A.  It  is. 

MK.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  315.) 

ME.  HUGHES :  I  will  read  that  part  of  the  agreement  which 
relates  to  compensation : 

'•'  In  the  industrial  department  the  total  amount  of  weekly  pre- 
mium in  the  life  policy  register,  after  deducting  the  total  weekly 
premiu'ms  in  the  lapsed  policy  register,  are  to  be  debited  to  my 
account  on  Monday  of  each  and  every  week.  This  amount  shall 
be  known  as  a  collectible  debit,  as  the  same  is  hereinafter  made 
the  basis  of  my  compensation.  This  collectible  debit  shall  be 
considered  as  having  been  absolutely  received  by  me  for  the  com- 
pany and  the  company  shall  not  be  required  to  prove  that  I  actu- 
ally received  the  premiums  or  any  of  them.  This  clause  is  not 
to  be  taken  as  a  waiver  of  or  as  not  affecting  any  rights  of  the 
company  otherwise  secured  by  this  agreement. 

"Paragraph  8.  My  appointment  as  agent  under  this  agree- 
ment as  well  as  the  duties  and  emoluments  thereunder  may 
be  revoked,  terminated,  changed  or  modified  from  time  to  time 
by  the  company  at  its  discretion  or  at.  its  pleasure  with  or  with- 
out cause  or  without  notice  and  without  any  liability  therefor 
on  the  part  of  the  company  to  me.  Such  salary  and  ordinary 
department  commission  as  I  shall  have  received  up  to  the  date  of 
my  resignation  or  up  to  the  date  of  the  termination  of  this  agree- 
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ment  by  the  company  shall  be  in  full  payment  and  satisfaction 
of  all  my  services  to  the  company  and  of  my  compensation  under 
this  agreement  and  of  all  claims  upon  the  company. 

Paragraph  10.  My  compensation  in  the  industrial  depart- 
ment shall  be  of  two  kinds:  One  known  as  the  ordinary  salary 
and  the  other  as  the  special  salary.  The  ordinary  salary  shall 
be  15  per  cent,  of  the  amount  actually  collected  by  me  each 
week  and  paid  to  the  company.  I  shall  not  be  entitled  to  any 
portion  of  this  salary  until  the  full  amount  collected  by  me  has 
been  received  by  the  company.  The  special  salary  shall  be 
fifteen  times  the  amou,r.t  of  the  net  weekly  increase  of  collectible 
debit  in  my  agency,  l^et  increase  of  collectible  debit  is  the  ex- 
cess of  new  business  obtained  by  and  credited  to  me  in  the  first 
column  of  the  official  life  register  lists  over  policies  lapsed  and 
charged  against  me  on  the  books  of  the  company  during  the 
continuance  of  my  agency;  provided,  however,  that  I  shall  not 
be  entitled  to  a  special  salary  exceeding  $15.00  per  week  vnth- 
out  special  agreement  until  my  business  is  shown  to  be  in  all 
respects  satisfactory  to  the  company,  and  should  my  account 
show  in  the  opinion  of  the  company  disproportionately  small 
collections  or  the  balance  due  the  company  be  beyond  the  pre- 
scribed limit,  the  payment  of  any  special  claim  upon  the  company 
for  special  salary  upon  business  written  by  me  shall  be  based 
upon  the  statement  of  my  account  after  it  bas  been  inspected 
by  the  company.  No  special  salary  shall  be  or  become  due  or 
payable  and  no  claim  for  special  salary  shall  be  made  until  after 
the  expiration  of  six  weeks  after  the  said  termination  of  my 
agency. 

Paragraph  11.  My  compensation  in  the  ordinary  department 
shall  be  the  commissions  allowed  to  the  company  as  set  forth 
by  its  rules  from  time  to  time. 

Paragraph  12.  No  action  at  law  or  suit  in  equity  relating  to 
my  employment  as  agent  shall  be  maintainable  until  ten  days  shall 
have  expired  after  service  by  postpaid  registered  letter  upon  the 
President  or  Secretary  of  the  company  of  a  written  statement  of  the 
particulars  and  the  amount  of  my  claim  against  the  company  nor 
after  six  months  from  the  date  of  the  transfer  of  my  business  to  my 
successor  or  other  agent  and  I  expressly  agree  that  if  any  action  or 
suit  shall  be  commenced  after  such  six  months  from  the  date  of  such 
transfer  or  the  lapse  of  time  shall  be  taken  to  be  conclusive  evidence 
against  any  claim,  the  provisions  of  any  and  all  statutes  of  limita- 
tions to  the  company  being  hereby  expressly  waived." 
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Q.  Then  the 'commission  for  obtaining  business  in  the  first  in- 
stance as  distinguished  from  the  renewal  commissions  is  described 
here  as  a  special  salary?    A.  It  is 

Q.  I  understand  from  this  that  you  have  a  register  in  which 
you  keep  a~record  of  policies  lapsed.  ]!^ow  do  you  charge  against 
the  agent  who  obtained  a  policy  the  amount  which  w'ould  have  been 
due  upon  a  lapsed  poliejr  at  a  particular  time  if  it  had  not  lapsed  ? 
A.  What  is  that  question  ? 

Q.  (Repeated  as  follows)  :  I  understand  from  this  that  you 
have  a  register  in  which  you  keep  a  record  of  policies  lapsed :  Now 
do  you  charge  against  the  agent  who  obtained  the  policy  the  amount 
which  would  have  been  due  upon  a  lapsed  policy  at  a  particular 
time  if  it  had  not  lapsed  ?  A.  The  agent  is  charged  with  lapses  in 
the  sense  that  he  is  not  paid  on  new  business  written  until  the 
lapses  are  provided  for. 

Q.  In  other  words  against  the  premiums  payable  in  the  first  week 
or  for  the  first  week  on  new  business  written  is  first  charged  what- 
ever would  be  due  upon  lapsed  policies  ?  A.  Let  me  put  it  in  this 
way,  Mr.  Hughes :  The  compensation,  the  special  salary  compensa- 
tion is  based  upon  what  we  call  increase — do  you  understand  that  ? 

Q.  Yes.  A.  That  means  this.  An  agent  goes  out  this  week 
and  writes  fifty  cents  worth  of  business  that  would  be  five  applica- 
tions averaging  10  cents  or  it  would  be  ten  at  5  cents,  whatever  it 
might  be.  We  test  that  business,  are  satisfied  with  its  bona  fide 
quality,  and  he  is  entitled  to  fifteen  times  the  premiums  on  that 
which  would  be  $7.50.  The  next  week  he  goes  out  and  "writes 
another  half  a  dollar's  worth  of  business  but  he  loses  25  cents  by 
lapse  of  that  which  he  wrote  the  week  before.  He  is  not  paid  on 
the  50  cents  written  the  second  week,  but  only  twenty-five.  In 
other  words  having  paid  the  premium  in  the  company  he  is  held  to 
keep  them  good  during  the  life  of  his  agency,  whether  it  is  A  or  B 
orC. 

Q.  You  accomplish  that  by  charging  against  him  the  amounts 
which  would  'have  been  paid  upon  the  lapsed  policies,  and  then 
reach  what  is  called  the  collectible  debit  and  the  net  increase  of  the 
collectible  debit  is  the  amount  on  which  he  is  paid  his  commission 
fifteen  times.  That  is  as  I  understand  it.  A.  Yes.  You  can  see, 
Mr.  Hughes,  that  that  plan  obviously  works  for  the  perpetuity 
rather  than  the  destruction  of  the  business.  The  highest  motive 
that  can  appeal  to  the  agent  is  appealed  to  there,  which  is  self  in- 
terest.    He  feels  he  cannot  afford  to  let  a  policy  lapse  and  he  uses 
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every  effort  to  keep  them  in  because  he  knows  a  lapse  means  a 
financial  punishment  to  him,  and  therefore  he  works  with  might 
and  main  to  save  his  businesf,  from  going  to  pieces.  It  goes  further 
than  that  and  it  is  a  good  deal  of  a  safeguard  against  poor  quality  of 
business,  that  is,  business  obtained  by  means  which  would  make 
against  its  permanency  and  persistency.  Of  course  the  more  waste 
the  less  money  the  agent  has,  so  that  plan  was  adopted  as  I  say  to 
appeal  to  his  highest  self  interest  to  keep  all  business  in  force  it  is 
possible  to  do. 

Q.  In  addition  he  has  what  is  called  the  ordinary  salary  of  fif- 
teen per  cent,  on  renewals?  A.  That  is  based  upon  the  actual 
amount  collected  and  turned  into  the  company. 

Q.  The  other  special  salary  is  based  upon  the  net  weekly  in- 
crease of  his  debit  vsdth  reference  to  new  business?  A.  That  is 
right. 

Q.  What  is  the  average  amount  which  the  agents  in  the  indus- 
trial department  actually  get?  A.  They  averaged  last  year  $11.64 
a  week. 

MR.  CO'X:  Is  that  computation  made  weekly  on  that  special 
increase  ? 

Q.  This  computation  on  the  special  increase  by  which  the  com- 
putation of  the  agents  for  new  business  is  figured  is  made  weekly? 
A.  Yes.  Everything  is  done  weekly  with  respect  to  the  indus- 
trial business.. 

Q.  Over  this  agent  who  gets  the  business,  and  looks  after  col- 
lections for  the  compensation,  just  stated,  is  the  assistant  super- 
intendent. (Handing  paper.)  Is  this  the  form  of  contract  vsdth 
assistant  superintendents?     A.  It  is. 

MR  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  316  and  will  be  found  in  the  book  of 
exhibits.) 

THE.  WIT1S1ESS:  It  is  a  fact  that  we  do  run  a  little  risk  on 
paying  ifteen  times.  "We  guard  against  that  by  first  establishing 
to  our  satisfaction  the  character  of  the  man  who  is  doing  the  work. 
Not  everybody  who  comes  to  us  for  agency  gets  it. 

ME,  COX :  That  is  equivalent  to  giving  agents  premium  for 
fifteen  weeks  on  increased  business,  is  it  not? 

THE  WITNESS :  It  ia. 
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Q.  That  is  on  the  increase  of  the  weekly  payment  on  the  new 
business?  A.  Then  we  have  his  business  tested  by  these  assistant 
superintendents.  That  is  one  of  their  duties,  to  know  -it  is  a 
bona  fide  business,  and  that  the  character  need  not  be  questioned, 
and  on  that  we  take  the  risk  of  beginning  this  increase.  You 
see  if  we  paid  a  man  a  percentage  on  a  five-cent  premium  nobody 
could  get  the  business. 

Q.  Before  I  read  this  contract  let  me  ask  whether  you  make 
any  advances  to  these  agents  who  solicit  business  and  provide  for 
their  expenses?     A.  We  do  not. 

Q.  And  does  any  one  in  your  behalf,  that  is,  any  superintend- 
ent or  assistant  superintendent?  A.  As  a  rule  of  the  business, 
no.  I  would  not  say  that  if  I  were  a  superintendent  and  had  a 
body  of  men  under  me  I  might  not  loan  one  of  them  five  dollars. 
I  do  not  know  that  it  is  done,  but  if  I  had  a  good  agent  and  he 
was  in  temporary  straits  I  think  I  would  stand  by  him  until  he 
got  to  his  feet. 

ME.  HUGHES :  I  will  read  from  Exhibit  316,  the  assistant 
superintendent's  agreement,  the  following  provision: 

3.  To  see  that  all  agents  under  my  charge  send  to  the  Home 
Ofiice  each  week,  on  the  day  required,  and  on  the  forms  provided 
by  the  Company,  true  accounts  of  all  moneys  received  by  them, 
and  remit  for  the  same,  as  provided  by  their  agreements. 

4th.  To  pay  all  the  usual  and  necessary  expenses  of  every  kind 
incident  to  the  carrying  on  of  the  business  of  my  agency  staff, 
and  to  hold  all  books,  circulars,  signs  and  supplies  of  every  de- 
scription furnished  by  the  company,  as  its  property,  the  same  to  bs 
at  the  absolute  disposal  of  the  company,  or  its  authorized  repre- 
sentative at  all  times. 

Tth.  And  I  further  agree  that  I  have  no  greater  or  other  power 
or  authority  than  herein  set  forth,  and  that  my  appointment  as 
Assistant  Superintendent,  and  this  agreement,  as  well  as  the 
duties  and  emoluments  thereunder,  may  be  revoked,  terminated, 
changed  or  modified  from  time  to  time  by  the  company  in  its  dis- 
cretion or  at  its  pleasiire,  with  or  without  cause,  without  notice 
and  without  any  liability  therefor  on  the  part  of  the  eompanv  to 
me. 

8th.  I  agree  to  accept,  during  the  time  of  my  first  year's  ser- 
vice under  this  agreement  as  Assistant  Superintendent,  a  stated 
salary  of , ,  .Dollars  per  week,  and  thereaftei-. 
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during  each  succeeding  year  of  the  existence  of  this  contract,  an 
addition  to  said  stated  salary  of  an  amount  determined  by  the 
ratio  of  the  net  increase  in  the  Industrial  weekly  debit  of  my 
agency  staff  to  the  company's  allotment  to  me  of  Industrial  busi- 
ness increase.  I  further  agree  to  accept  the  calculation  to  be 
made,  by  the  Home  Office  of  the  company  of  any  addition  to  my 
stated  salary  herein  referred  to. 

9th.  My  compensation  in  the  Ordinary  Department  shall  be 
commissions  allowed  by  the  company  as  set  forth  by  its  rules  from 
time  to  time. 

Q.  I  notice  this  provision  to  pay  all  the  usual  expenses  of  every 
kind.  Does  that  mean  at  his  own  cost  without  reimbursement  by 
the  company  ?  A.  I  am  not  aware  of  any  allowances  made  by  the 
company  to  its  assistant  superintendents  except  in  cases  of  de- 
tached assistants,  that  is,  those  who  are  away  from  the  city  in 
which  their  chief  or  superintendent  lives. 

Q.  What  is  the  amount  of  the  salary  of  tbe  assistant  superin- 
tendents on  the  average?  A.  I  think  it  is  eighteen  dollars  a 
week. 

Q.  What  is  the  total  amount  of  the  compensation  of  the -assist- 
ant superintendents,  including  the  ad4itions  to  theif  stated  salary 
as  determined  by  the  net  increase  in  the  Industrial  weekly  debit 
on  the  average  ?  A.  I  don't  know ;  I  never  made  the  computation. 
Mr.  Craig,  do  you  know?  In  other  words,  what  do  the  assistant 
superintendents  average  in  all  as  compensation? 

ME.  FISKE :  I  don't  know,  they  vary  according  to  the  busi- 
ness they  have  done. 

MR.  HUGHES :    What  is  the  most  that  any  one  gets  ? 

ME,.  FISKE :    I  should  say  twenty-five  dollars. 

THE  WITNESS:    Twenty-five  dollars. 

Q.  Twenty-five  dollars  a  week?    A.  Yes, 

ME.  FISKE :    There  may  be  a  few  over  that. 

Q.  Over  the  assistant  is  the  superintendent.  (Handing  paper.) 
[s  this  tbe  form  of  his  contract?     A.  Yes. 

ME.  HUGHES :  I  refer  still  to  the  Industrial  Department, 
r  otTer  tha;;  in  evidence. 

(Paper  marked  Exhibit  No.  317.) 
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"MR  HUGHES:  The  compensation  is  referred  to  in  Para- 
graph 9,  as  follows : 

(Exhibit  No.  31.7  will  be  found  in  the  Book  of  Exhibits.) 

"  9th.  To  accept dollars,  regular  salary  per  week, 

as  compensation  for  my  services,  and,  in  addition  thereto,  as 
contingent  salary,  payable  at  the  end  of  each  year  from  the 
date  hereof,  provided  I  am  then  in  the  employ  of  the  company  as 
Superintendent,  an  amount  equivalent  to  twice  such  proportion 
of  the  net  increase  in  the  weekly  debit  of  my  district  (for  the 
year  only,  ending  with  the  date  upon  which  said  payment  shall 
fall  due),  as  shall  be  represented  by  the  ratio  the  total  premiums 
collected  and  accounted  for  to  the  company  shall  bear  to  the 
total  debit  for  the  year. .  I  further  agree  to  accept  and  abide  by  the 
calculation  to  be  made  by  the  Home  Office  of  the  company  of  any 
contingent  salary  herein  referred  to." 

Q.  What  is  the  average  salary  of  superintendents  ?  A.  I  don't 
know.  I  think  it  runs — superintendents  are  paid  from  perhaps 
twenty-five  dollars  to  forty-five  or  fifty  dollars  a  week. 

Q.  'What  is  the  average  compensation  of  the  superintendents  ? 
A.  I  cannot  'say  that. 

Q.  What  is  the  most  that  any  superintendent  gets  as  total  com- 
pensation approximately?  A.  That  is  a  detail  of  the  work  with 
which  I  am  not  familiar,  Mr.  Hughes. 

MR  HIJGrHES :  Can  you  state  what  is  the  most  that  any  sup- 
erintendent gets  approximately? 

ME.  FISKE :    I  will  try  and  find  it  for  you. 

Q.  ISTow,  referring  again  to  the  general  officers  of  the  com- 
pany, I  note  that  in  the  year  1904  for  the  first  time  appears  the 
salary  of  the  comptroller,  fifteen  thousand  dollars.  Had  you  a 
comptroller  prior  to  that  time  ?    A.  We  had  not. 

Q.  What  led  to  the  creation  of  that  office?  A.  The  growing 
needs  of  the  company. 

Q.  Had  Mr.  Frederic  H.  Eckert  been  associated  with  you  pre- 
viously?   A.  For  many  years. 

Q.  In  what  capacity  ?    A.  As  comptroller  without  the  name. 

Q.  He  had  done  the  same  work  ?    A.  Practically. 

Q.  What  name  did  he  have?  A.  None.  Yes,  he  was  either 
manager  of  the  Bond  and  Mortgage  Division  or  of  the  Real  Estate 
Division,  I  forget  which. 
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Q.  What  work  did  he  have  in  1904  ? 

ME.  FISKE :  Will  you  ask  the  ■witness  whether  when  he  was 
elected  comptroller  a  lot  of  additional  duties  were  given  him. 

Q.  Were  any  new  duties  assigned  to  him  when  he  became  comp- 
troller by  name  in  1905  ?    A.  There  were. 

Q.  What  were  they?  A.  He  was  given  full  charge  of  all  the 
real  estate  interest  of  the  company. 

Q.  Who  had  had  charge  of  the  real  estate  interests  of  the  com- 
pany before  ?    A.  The  executive  officers. 

Q.  Generally?     A.  Yes. 

Q.  Not  in  any  department  specially  ?    A.  No. 

Q.  What  had  Mr.  Eckert  done  before?  A.  I  was  going  to  say 
save  as  Mr.  Eckert  carried  out  the  instructions  in  respect  to  that 
part  of  the  company's  business  which  the  officers  directed. 

Q.  What  was  his  salary  in  1904?  A.  I  don't  know.  We  can 
easily  find  out. 

MR.  FISKE :    Twelve  thousand  dollars. 

Q.  Twelve  thousand  dollars,  it  is  stated.  Do  you  accept  that 
as  your  answer  ?    A.  Yes,  sir. 

.  Q.  Do  any  of  the  executive  officers  of  the  company  receive  any 
commission  on  the  business  of  the  company  now?     A.  None. 

Q.  Did  any  executive  officer  in  the  past  receive  any  commis- 
sion on  the  business  of  the  company  other  than  the  president, 
vice-president  and  the  second  vice-president  ?    A.  None. 

Q.  We  were  speaking  yesterday  of  surrender  values  paid  by 
your  company.  It  is  a  fact,  is  it  not,  that  the  provisions  of  Sec- 
tion 88  of  the  Insurance  Law  as  to  the  allowance  of  surrender 
value  of  lapsed  or  forfeited  policies  is  waived  by  those  who  take 
policies  in  your  company?     A.  I  believe  it  is. 

Q.  For  example,  I  have  here  a  form  of  application  to  the 
Metropolitan  Life  Insurance  Company  which  contains  the  fol- 
loAving: 

"  I  hereby  apply  to  the  Metropolitan  Life  Insurance  Company 
for  the  above-described  policy  of  insurance  and  hereby  waive  all 
the  provisions  of  Section  88  of  Chapter  690  of  the  Laws  of  New 
York,  passed  May  18,  1892." 

I  notice  in  another  form  of  application  for  insurance  in  your 
company,  the  provision: 


1962  Legislative  Insurance  Investigation. 

"It  is  expressly  agreed  that  the  provisions  of  the  policy  for  the 
issuance  of  paid-up  insurance  are  accepted  in  substitution  of  and 
in  waiver  of  any  law  of  the  State  relating  to  the  lapse  or  forfeitur,e 
of  policies  of  life  insurance." 

May  we  take  it  as  a  fact  that  in  all  your  forms  of  application, 
or  in  the  policies  written  upon  the  applications,  provision  is  made 
for  a  waiver  of  the  provision  of  the  law  of  the  several  states  as  to 
allowance  of  surrender  values  or  paid-up  insurance  in  case  of 
lapse?     A.  I  think  it  is. 

Q.  Do  you  know  whether  or  not  it  is  the  fact  that  in  some 
states  it  has  been  held  that  such  waiver  is  void  and  is  contrary  to 
public  policy?     A.  Am  I  aware  of  the  fact? 

Q.  Yes.     A.  I  am  not. 

Q.  My  attention  has  been  called  to  the  question  whether  such  a 
waiver  has  been  held  invalid  in  Missoiiri. 

MR.  nSKE:  The  l^ew  York  statute  gives  us  express  permis- 
sion. 

ME.  HUGHES:  I  understand,  but  I  have  another  point  in 
mind.     I  want  to  know  if  it  is  the  fact. 

MR.  riSKE:   It  is  not  waived  in  Missouri. 

Q.  In  Missouri  such  a  waiver  under  the  law  is  not  allowed? 
A.  No. 

Q.  What  do  you  do  now  in  a  State  where  such  a  waiver  is  not 
permitted?     A.  We  comply  with  the  Missouri  Law  I  believe. 

Q.  Then  you  do  provide  in  such  a  State  surrender  values  or 
paid-up  insurance  in  accordance  with  the  law?     A.  I  think  we  do. 

Q.  Have  you  any  tables  or  data  which  will  show  what  surrender 
values  you  give  in  other  states  than  the  State  of  J^ew  York?  A. 
The  Actuarial  Department  can  furnish  that  to  you,  Mr.  Hughes. 

MR.  FISKE:   I  think  that  is  the  only  state. 

Q.  I  was  going  to  ask  if  that  is  the  only  state  where  it  is 
necessary  for  you  to  give  surrender  values?  A.  That  is  the  only 
one  I  recollect. 

BY  MR.  OOX: 

Q.  I  suppose,  Mr.  Hegeman,  in  considering  the  relationship 
between  the  permiums  paid  on  industrial  insurance  as  com- 
pared with   ordinary  insurance  which   you   gave   us  yesterday, 
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we  might  take  into  consideration  the  fact  that  practically  no 
paid-up  insurance  is  given  in  case  of  lapse  of  industrial  busi- 
ness. A.  Until  the  policy  is  five  years  old,  then  it  goes  to 
everybody. 

Q.  Tou  stated  yesterday  that  the  industrial  insurance  was 
just  about  double  the  ordinary  insurance?  A.  Yes,  by  reason 
of  its  retail  nature. 

Q.  And  then  in  addition  to  that  the  company  has  the  ad- 
vantage of  the  fact  that  they  do  not  have  to  give  paid-up  insur- 
ance or  surrender  value.  A.  Until  five  years,  although  the  news- 
papers came  out  this  day  and  said  that  we  did  not  give  any  at 
all.  We  have  hundreds  of  thousands  of  dollars.  No  such  state- 
ment was  made. 

Q.  But  after  five  years  you  do?    A.  Yes. 

BY  ME.  HUGHES: 

Q.  Do  you  in  the  Industrial  Department  with  the  exception 
of  twenty  years  endowments  give  any  cash  surrender  value? 
A.  We  are  not  held  to. 

Q.  Do  you  do  it?  A.  I  think  in  some  rare  instances  it  may 
be  done. 

Q.  Well  it  is  a  very  exceptional  thing  and  a  matter  of  favor? 

ME.  LINDABUEY:    That  is  the  fact. 

Q.  That  is  the  fact  as  I  understand  it.  A.  Yes.  You  were 
not  asking  about  surrender  values. 

Q.  I  understand.  We  will  clear  that  up.  I  understand  that 
what  you  do  is  that  after  policies  have  been  in  force  for  five 
years  you  will  then  give  paid-up  insurance  on  certain  terms?  A. 
That  is  right,  because  the  policy  is  a  dead  loss  to  us  for  the  first 
seven  years. 

Q.  The  point  I  wanted  to  have  perfectly  clear  was  the,  distinc- 
tion between  cash  surrender  values  and  paid-up  insurance.  The 
former  you  do  not  give,  but  the  latter  you  do  give  after  the 
policies  have  been  in  force  for  five  years,  in  each  case  of  course, 
referring  to  the  Industrial  Department?  A.  Yes,  we  never 
let  an  industrial  policy  lapse  without  sending  word  to  the  policy- 
holder that  he  is  entitled  to  certain  rights,  no  matter  where  he  is. 

BY  ME.  COX: 

Q.  Does  he  have  to  do  anything  to  get  those  rights?  A.  All 
he  has  to  do  is  to  apply  for  the  paid-up  and  send  his  original. 
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BY  MR.  HUGHES: 

Q.  I  have  here  a  form  of  policy  which  I  understand  to  be  in 
use  by  your  company  called  the  adults  whole  life  premium,  pay- 
able weekly  during  continuance  of  policy.  Is  that  from  the 
Industrial  Department?  A.  I  don't  know  whether'  that  is  an  in- 
dustrial or  am  intermediate.     You  can  ask  Mr.  Craig  about  that. 

MR.  FISKE :    It  says  it  is  an  industrial. 

THE  WITNESS :     Then  it  is  an  industrial. 

Q.  Then  we  may  say  that  is  an  industrial  form  of  adults  whole 
life  insurance?    A.  Yes. 

MR.  HUGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  318.) 

(Exhibit  No.  318  will  be  found  in  the  Book  of  Exhibits.) 

Q.  Now,  as  the  term  adults  whole  life  implies,  this  is  a  policy 
providing  for  a  payment  on  death  and  conditioned  on  weekly 
premiums  being  paid  during  life.  I  notice  the  following  provisionns 
ioa  the  application  for  the  policy,  a  copy  of  which  is  placed  upon 
ffie  back  of  the  policy: 

"I  hereby  waive  the  provisions  of  Section  88  of  Chapter  690 
of  the  Laws  of  Ne^v  York,  passed  May  18,  1902,  known  as  the 
Insurance  Law,  and  I  ex])ressly  agree  that  the  provisions  of  the 
policy  for  the  issuance  of  paid-up  insurance,  are  accepted  in  sub- 
stitution for  and  in  waiver  of  any  law  of  any  State  relating  to  the 
lapse  or  forfeiture  of  policies  of  life  insurance." 

Below  we  have  the  provisions  for  paid-up  policy  as  follows: 

"  Paid-up  policy.  Upon  surrender  of  this  policy  and  all  receipt 
books  after  said  policy  shall  have  been  in  force  five  years  or  over, 
and  the  full  premiums  for  said  period  shall  have  been  paid,  and 
within  six  months  after  any  premium  is  due  and  unpaid,  the  com- 
pany will  issue  upon  written  application  made  upon  blanks  fur- 
nished by  the  company,  a  paid-up  terro  policy,  upon  which  no 
further  premiums  shall  be  required  for  a  term  of  years  expressed 
by  the  expectation  of  the  life  insured,  according  to  the  table 
printed  below,  taking  the  age  next  birthday  at  the  date  of  issue 
of  the  paid-up  policy  for  aiich  a  sum  in  even  dollars  as  the  full 
reserve  held  on  this  policy  for  the  number  of  completed  years  for 
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which  weekly  premnnns  thereon  have  been  paid  applied  as  a  single 
preinium  at  the  company's  published  single  premium  rates  for 
expectation  of  life  industrial  policies  will  purchase." 

Then  follows  a  table  of  eixpectation  of  life,  according  to  the 
actuary's  table  of  mortality.  Now  is  it  the  fact  that  under  a  paiJ- 
up  policy  issued  in  pursuance  of  that  provision  nothing  will  he 
paid  unless  the  insured  dies  within  the  time  stated  as  his  expecta- 
tion of  life?    A.  I  believe  that  to  be  the  fact. 

MR.  riSKE:  Except  cash  dividends. 

Q.  So  that  if  an  adult,  for  example,  aged  twenty-one,  takes  a 
whole  life  policy  and  pays  the  premium  for  five  years  upon  that 
whole  life  policy,  and  then  discontinues  the  payment,  and  avails 
himself  of  the  option  to  take  a  paid-up  policy,  he  receives  one  upon 
the  terms  that  he  will,  or  his  estate  upon  death  will  receive  a  cer- 
tain amount  of  money  provided  he  dies  during  the  period  set  forth 
as  his  expectation  of  life  and  not  otherwise?     A.  Yes. 

Q.  What  is  the  reason  for  making  a  provision  in  a  paid-up  policy 
that  the  amount  of  paid-up  insurance  will  be  paid  in  case  the  in- 
sured dies  according  to  the  mortality  table,  and  that  nothing  will 
be  paid  in  case  the  insured  does  not  die  according  to  that  table? 
A.  I  was  familiar,  IVIr.  Hughes,  with  the  reason  for  that  action 
when  it  was  taken.  It  has  now  passed  my  memory  and  I  refer 
you  for  an  answer  to  l3iat  to  Mr.  Craig  or  Mr.  Fiske. 

Q.  Are  you  acquainted  with  any  other  company  that  has  similar 
paid-up  policies?  A.  I  am  not  familiar  -\\'ith  the  paid-up  pro- 
visions of  the  policies  of  the  other  companies. 

Q.  As  an  insurance  man  of  long  experience  does  any  reason 
occur  to  you  why  a  paid-up  policy  should  be  issued  payable  only 
in  the  event  of  death  within  a  certain  expectation  of  life?  A. 
There  was  some  excellent  reason  or  it  would  not  have  been  adopted, 
but  it  does  not  occur  to  me  at  the  moment. 

Q.  This  adult  whole  life  policy,  I  understand,  is  a  non-partici- 
pating policy?     A.  Does  it  so  state? 

Q.  No,  but  I  did  iiot  note  any  provision  for Look  at  it 

(Handing  paper).     A.  Does  this  participate,  Mr.  Fiske? 

ME.  FISKE:    All  industrials  are  non-participating. 

THE  WITNESS:  This  is  an  industrial.  I  thought  you  had 
it  mixed  up  with  another.  This  does  not  participate  in  the 
profits.     It  pays  dividends  but  does  not  participate. 
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Q.  Now,  I  will  ask  in  that  question  aljout  tlie  dividends  that 
you  allow  voluntarily  upon  the  non-participating  policy.  As  a 
matter  of  fact  what  dividends  would  a  person  who  had  been 
paying  on  an  industrial  policy  ten  cents  a  week  for  five  years, 
be  allowed,  what  amount?  A.  I  think  that  the  dividends  paid 
to  the  industrial  policy  this  year  are  equivalent  to  ten  weeks' 
premiums. 

Q.  Then  he  would  get  a  dollar?  A.  If  he  paid  ten  cents  a 
week,  yes,  sir. 

Q.  For  five  years?    A.  Yes. 

Q.  And  five  cents  weekly  premiums?  A.  He  would  get  ten 
weeks  on  that,  which  would  be  half  a  dollar. 

Q.  How  are  those  amounts  paid,  in  cash,  or  are  they  credited 
as  insurance  ?    They  are  credited  on  his  cash  book. 

Q.  Well,  credited  so  that  they  apply  on  the  premiums  which 
he  will  have  to  pay? 

MB.  FISKE :    No,  the  man  has  a  right  to  the  cash. 

MR.  HUGHES:    Well,  will  you  agree  among  yourselves? 

MR.  FISKE:  I  am  telling  you  the  facts.  They  are  paid  as 
cash  but  the  man  has  a  perfect  right  to  apply  them  if  he  wants  to. 

THE  WITNESS:  I  had  not  finished  my  answer.  They  are 
applied  on  the  cash  book  as  payment  of  so  many  premiums,  or 
he  takes  it  in  money. 

Q.  And  how  often  are  these  distributions  made  on  industrial 
policies,  I  mean  upon  the  same  policy?     A.  Every  five  years. 

Q.  So  it  would  not  be  a  credit  of  a  dollar  in  the  case  of  a  ten 
cent  weekly  payment  every  year  after  five  years,  but  every  five 
years?    A.  Yes. 

MR.  LINDABURY:  Mr.  Fiske  says  only  five  per  .cent,  of 
these  policies  are  issued  on  that  plan.    Won't  you  let  that. appear? 

MR.  HUGHES:  Certainly. 

Q.  What  amount  of  your  policies  are  issued  upon  this  adult's 
whole  life  industrial  plan  ?    A.  I  understand  about  5  per  cent. 

Q.  In  which  division  of  this  table  of  your  outstanding  in- 
surance Exhibit  312  do  those  adult  whole  life  industrial  depart- 
ment policies  appear?  A.  You  will  have  to  submit  that  to  Mr. 
Fiske. 
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(Paper  handed  to  Mr.  Fiske.) 

WR.  HFGHES:  Suppose  you  withdraw  for  a  monieiit,  Mr. 
Hegema-n,  and  let  me  put  Mr.  Craig  upon  the  stand. 

JAMES  M.  CRAIG,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  You  are  the  actuary  of  the  Metropolitan  Life  Insurance 
Company?    A.  Yes,  sir. 

Q.  How  long  have  you  been  such  actuary  ?    A.  Fourteen  years. 

Q.  What  are  your  duties  as  actuary  ?  A.  To  compute. or  super- 
vise the  computation  of  the  premiums  for  the  different  forms  of 
insurance  contracts  which  the  company  issues.  To  compute  or 
supervise  the  computation  of  the  reserve  liabilities  at  the  end  of 
the  year  or  at  any  intervening  period ;  to  consult  with  the  higher 
officers  of  the  company  whenever  requested  to  do  so  on  any  ques- 
tion which  may  require  my  presence ;  to  sign  innumerable  checks 
and  policies  and  answer  questions  from  clerks  coming  from  all 
divisions  of  'the  office  where  they  need  advice  or  counsel. 

Q.  I  call  your  attention  to  the  classification  of  insurance  in 
force,  Exhibit  312,  under  the  heading  ordinary,  life,  endowment, 
terms,  paid-up  life,  endowment  terms,  aggregating  $218,519,040, 
as  of  December  31,  1904.  How  much  of  that  is  participating? 
A.  I  will  have  to  make  a  little  computation. 

MR.  FISKE :  I  have  that  figure  accurately  if  you  want  it. 

MR.  HUGHES:     Cannot  you  give  it  to  the  witness? 

MR.  FISKE:     Yes. 

THE  WITNESS:  I  probably  have  it  in  the  same  form,  but 
in  answer  to  your  question 

Q.  Go  on  and  answer  it.     A.  $6,291,057. 

Q.  The  next  specification  is  special  class  life  or  special  class, 
including  life,  endowment,  paid-up  life  and  paid-up  endowment, 
aggregating  $6,630,875,  as  of  December  31,  1904.  How  much  of 
that  is  participating?  A.  The  premiums  on  those  policies  were 
computed  on  a  table  of  mortality  equal  to  double  that  set  forth 
in  the  actuary's  rate,  or  combined  experience  table  of  mortality 
up  to  age  60,  and  then  gradually  approaching  the  actuary's  table 
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of  mortality,  age  80,  and  tlie  net  premiums  found  by  that  table 
of  mortality  were  applied  on  tbe  basis  of  our  regularly  pub- 
lisbed  premium  rate,  and  the  amount  of  insurance  that  we  found 
our  ordinary  premium  rate  would  publish,  determined  the  amount 
of  insurance  that  we  could  give  under  these  special  class  policies. 
And  a  uniform  loading  of  fifteen  per  cent,  only  was  placed  upon 
those  net  premiums,  so  that  we  do  not  consider  them  as  partici- 
pating policies  from  the  point  of  view  of  an  actual  loading  having 
been,  put  upon  the  premium.  If  there  be  any  surplus  it  must 
necessarily  come  from  a  saving  in  the  rate  of  mortality  or  an 
excess  of  interest,  and  in  that  sense  they  are  participating  pol- 
icies. 

Q.  What  is  meant  by  special  class?  A.  Sub-standard,  a  risk 
who  would  not  pass  a  first-class  examination  and  be  accepted  as  a 
first-class  risk. 

Q.  Have  you  tables  which  show  the  expectation  of  life  for  such 
risk?  A.  We  have  never  worked  up  the  table  of  expectation  of 
life  on  that  class,  but  the  table,  as  I  have  stated  it,  represents 
twice  the  rate  of  mortality  as  expressed  by  the  actuary's  table  as 
the  basis  of  our  computations. 

Q.  What  was  the  gain  in  1904  on  the  expected  mortality  in 
the  special  class  ?  A.  The.  gain  in  money,  in  surplus,  or  in  the 
rate  of  mortality. 

Q.  Well,  put  it  both  ways.  A.  I  might  state  first,  Mr.  Coun- 
selor, that  we  classify  these  risks  into  certain  groups  which,  with 
your  permission,  I  will  name. 

Q.  Can  you  give  the  aggregates  ?     A.  Yes,  sir. 

Q.  So  as  to  save  the  time,  the  results  for  the  whole  class,  and 
we  can  examine  the  other  later,  if  it  seems  necessary  ?  A.  Taking 
in  the  whole  six  years'  experience  we  had  twenty — there  seems 
to  be  a  figure  missing  there,  but  the  total  probable  claim  on  the 
table  of  mortality  which  I  have  mentioned  were  491,209,  and  the 
actual  claims  amounted  to  34 Y,  or  Yl  per  cent,  of  the  tabular  rate 
as  expressed  in  the  double  table  of  mortality. 

Q.  What  amount  of  money  represented  the  gain  on  mortality  on 
the  special  class  policies  for  the  year?  A.  I  do  not  seem  to 
have  that  among  the  data  here. 

Q.  You  said  there  were  several  groups  under  that  class.  With- 
out giving  the  particular  figures  at  present  as  to  each  group,  you 
might  indicate  what  the  groups  are?  A.  Liquor  dealers,  family 
history,  heart  trouble,  personal  history,  occupation,  overweight, 
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albumen,  rheumatism,  asthma,  general  apearance,  under-weight, 
sugar. 

Q.  !N'ow,  do  you  double  the  rate  of  mortality  on  all  those  groups 
uniformly?     A.  Yes,  sir. 

Q.  And  you  make  no  distinction  between  liquor  dealer  and 
asthma  ?     A.  None  whatever. 

Q.  Now,  the  next  class  is  intermediate,  ineludirlg  life,  paid-up 
life,  etc.,  aggregating  at  the  end  of  December,  1904,  $117,385,157 
of  insurance  in  force.  How  much  of  that  is  participating?  A. 
In  the  same  set  as  already  stated  in  regard  to  the  special  class 
this  is  all  participating  with — I  say  in  harmony  with  what  was 
said  in  regard  to  the  special  class — ^but  there  is  this  difference, 
that  on  the  intermediate  premiums  a  rate  of  loading  was  put  on 
precisely  the  same  as  we  have  on  our  ordinary  non-participatinj^ 
policies,  running  from  ten  per  cent,  up  to  17^  per  cent.,  ten  per 
cent,  on  ten-year  endowment  and  ten-payment  life  and  running 
up  to  17%  per  cent,  on  whole  life,  while  it  was  a  uniform  load- 
ing of  fifteen  per  cent,  on  all  special  class  mortalities,  but  it  is  a 
different  table  of  mortalities. 

Q.  Do  you  use  the  double  table  ?     A.  No. 

Q.  What  is  an  intermediate  ?  A.  An  intermediate  policy  is 
a  policy  that  was  designed  for  the  better  class  of  the  industrial 
risks. 

Q.  How  do  you  ascertain  the  degree  of  betterment  in  the  risk  ? 
A.  From  the  fact  that  the  man  is  able  to  pay,  save  up  enough 
money  to  pay  a  quarterly,  semi-annual  or  annual  premium  on  a 
five  hundred  policy  as  against  the  man  who  lives  from  hand  to 
mouth  and  can  only  pay  a  Aveekly  premium. 

Q.  Do  you  measure  his  health  by  his  financial  ability?  A. 
The  records  seem  to  show  that  those  men  who  are  able  to  saxe  a 
little  money  are  better  risks  than  those  who  can  only  pay  week 
by  week. 

MR.  FISKE :   Ask  him  what  table  of  mortality  he  does  use. 

ME..  HUGHES :   Just  in  a  moment  I  will. 

Q.  Do  you  have  any  other  criterion  to  determine  that  a  risk  is 
a  better  one  than  the  fact  that  the  man  accepted  is  able  to  and  will- 
ing to  pay  more  money?  A.  I  think  we  have  a  very  conclusive 
demonstration  in  our  own  experience.  "We  took  the  issue  of  1893 
on  our  $500  industrial  policy.  We  found  that  the  death  rate  was 
seven  per  thousand,  the  secx)nd  year  fourteen  per  thousand  and 
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twenty-two  per  thousand  the  third  year.  We  then  a:nalyzed  that 
business  in  its  third  year.  The  ages  from  ten  up  to  sixty.  These 
were  $500  industrial  policies,  premiilms  payable  Weekly.  And 
liere  were  twenty-nine  thousand  lives  involved  in  1895,  that  was 
three  years  after  the  policies  were  issued.  We  fotmd  that  the 
total  rate  of  mortality  was  168  per  cent,  of  the  actuary's  rate  of 
mortality  within  the  same  limit  of  ages.  We  then  classified 
our  total  industrial  business  within  those  same  limits  of  ages, 
and  by  a  strange  coincidence  the  ratio  was  precisely  the 
same,  viz.  168  per  cent.,  so  that  it  was  a  clear  demoiistratloT' 
to  us  that  the  benefit  of  a  medical  examination  had  ceased  to 
exist  .on  those  policies  in  the  third  year.  And  so  when  the 
proposition  was  first  advanced,  through  the  agitation  of  the  ex- 
cessive premiums  that  were  paid  particularly  for  the  larger 
industrial  policies,  we  had  no  other  criterion  to  guide  us  as  to 
the  basis  of  mortality,  except  our  own  experience  on  five  hundred 
dollar  industrial  policies.  And  so  we  computed  the  intei^mediate 
premiimis  on  the  basis  of  the  Metropolitan  Experience  table  of 
mortality  and  put  the  same  loading 

MR.  FISKE :    In  the  Industrial  Department  you  mean  ? 

THE  WITTS'ESS:  In  the  Industrial  Department,  and  put  the 
pame  stop  loading  on  that  we  had  in  our  ordinary  non-participat- 
ing policies. 

Q.  Were  these  risks  medically  examined  ?    A.  Yes,  sir. 

Q.  What  was  the  distinction  between  the  extent  of  examination 
in  the  industrial  department  and  the  intermediate  department? 
A.  If  my  memory  serves  me  correctly,  we  paid  a  medical  fee  of 
fifty  cents  on  the  $500  industrial  examinations,  and  we  paid  one 
dollar  for  the  intermediate  examination,  and  the  examination  is 
as  nearly  complete  as  it  is  for  an  ordinary  application. 

ME.  EISKE:    This  paper  shows  it. 

(Producing  paper). 

Q.  T  am  handed  here  a  report  of  the  examining  physician  which 
r  understand  to  be  the  report  required  in  the  case  of  intermediate 
risks. 

ME.  EISKE:    Yes. 
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Q.  Is  tliat  practically  as  full  a  report  as  the  one  tliat  is  re- 
quired in  tlie  ordinary  department  A.  It  is  not  quite  £is  full, 
but  it  contains  all  the  essential  facts  that  we  need  to  determine 
■whether  the  applicant  is  a  proper  risk  for  the  intermediate  de- 
partment. 

ME.  HUGHES:    I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  319  for  identification.) 

Q.  Then  I  understand  that  the  difference  between  the  situation 
between  the  intermediate  department,  and  that  in  the  industrial 
department  is  that  in  the  latter  you  have  a  very  large  number 
of  risks  which  are  not  medically  examined,  but  simply  medically 
inspected,'  but  in  the  intermediate  department  you  have  a  medical 
examination  for  which  you  pay  a  dollar?    A.  Yes,  sir., 

Q.  How  do  the  premiums  in  the  intermediate  department  com- 
pare with  the  pi'emiums  in  the  ordinary  department  ?  A.  They  are 
higher. 

Q.  How  do  you  determine  what  is  the  difference  in  the  risk 
in  the  intermediate  department  and  in  the  ordinary  department? 
A.  We  have  uo  occasion  to  make  any  distinction. 

Q.  Do  you  have  any  knowledge  of  any  medical  facts  upon  which 
you  could  consider  the  risk  in  the  intermediate  department  a 
greater  one  than  in  the  ordinary  department  at  the  same  age  for 
the  same  amount  of  money  ?  A.  Oh,  our  experience  is  our  guide 
on  that. 

Q.  What  does  your  experience  show  ?    A.  Our  experience 

Q.  Do  you  have  five  hundred  dollar  policies  in  the  ordinary 
department?    A.  Oh,  no. 

Q.  You  do  not.  State  what  your  experience  shows,  please? 
A.  Our  experience  shows  that  in  the  fifth  year  the  rate  of  mor- 
tality is  111  per  cent,  of  the  actuary's  table. 

Q.  In  what  departments  ?    A.  In  the  intermediate  department. 

Q.  What  is  it  in  the  ordinary  department?  A.  That  I  have 
not  brought  the  figures  with  me. 

Q.  Have  you  a  recollection  ? 

ME.   FISKE:   It  is  less  than  one  hundred  per  cent. 

THE  WITNESS :  It  is  less  than  100  per  cent.,  yes,  sir.  And 
every  year  after  that  it  is  more  in  excess  of  the  full  tabular  rate 
according  to  the  actuary's  table. 
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Q.  The  Industrial  department  is  a  term  used  in  connection 
with  all  weekly  payment  business,  is  it?    A.  Yes,  sir. 

Q.  You  will  take  any  man,  no  matter  what  his  occupation  may 
be  or  his  means  of  earning  a  livelihood,  on  the  industrial  plan  if 
he  wants  to  insure  on  that  plan  ?  A.  No,  there  are  certain  limita- 
tions even  on  that. 

Q.  Oh,  well,  limitations  under  which  you  will  not  take  risks? 
A.  Yes. 

Q.  I  understand,  but  I  mean  to  say  you  do  not  require  that  it 
shall  appear  that  a  man  is  in  an  occupation  which  might  be 
termed  industrial?     A.  No,  sir. 

Q.  And  you  do  not  require  that  in  the  intermediate?  A.  No, 
sir. 

Q.  How  do  you  account  for  this  difference  in  the  mortality  rate 
between  the  intermediate  and  the  ordinary?  A.  Well,  I  assume 
that  it  is  because  the  people  that  are  insured  under  the  interme- 
diate form  of  contract,  taking  them  as  a  whole,  have  not  the  same 
facilities  for  good  living,  for  healthful  living,  as  people  in  better 
circumstances.  There  must  be  some  among  them  who  while  able  • 
to  pay  a  quarterly  or  semi-annual  or  annual  premium,  a  large 
number  of  them  who  nevertheless  by  their  occupation,  their 
mode  of  life,  their  sanitary  surroundings  are  not  up  to  the  stand- 
ard of  an  ordinary  applicant  or  risk. 

Q.  How  long  have  you  written  an  intermediate  business?  A. 
Since  the  year  1896. 

Q.  Now  take  the  industrial  department  as  shown  by  this  state- 
ment; the  amount  in  force  December  31,  1904,  of  all  classes  is 
$1,127,889,229.  Identify  the  class  there  which  is  participating 
and  read  the  amount  of  the  insurance  in  that  class?  A.  $1,190,- 
309.     Excuse  me,  what  was  your  question? 

Q.  What  is  participating?  A.  Oh,  no  participating — no  indus- 
trial policies  are  participating. 

Q.  Now  will  you  take  the  amount  paid  for  dividends  in  the 
year  1904  aggregating  $876,790  and  tell  me  how  those  were 
divided  among  these  various  classes  of  insurance?  While  we  are 
waiting  for  that,  take  the  item  $657,816  paid  in  1904  on  sur- 
rendered policies  and  tell  me  upon  what  classes  of  policies  those 
amounts  were  paid?  A.  I  don't  know,  sir.  (To  Mr.  Fiske.)  I 
thought  perhaps  you  might  have  it  among  the  mass  of  papers 
you  have  there,  the  dividends  that  were  paid  under  each  division, 
3,000  in  dividends  that  were  paid,  so  much  for  ordinary,  so 
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mucli  for  intermediate  and  so  much  for  industrial.  Mr.  Fiske, 
have  you  tliat  slip  I  gave  you  this  morning  showing  the  amount 
paid  for  surrender  values  on  industrial  policies  written  in  lead 
pencil? 

(Mr.  Lindabury  handed  the  witness  a  paper.) 

Q.  Now  the  question  is  how  the  amount  of  $67Y,816,  the  total 
paid  on  surrendered  policies,  was  divided?  A.  That  amount  was 
how  much,  Mr.  Hughes? 

Q.  $657,816.  A.  I  am  not  quite  sure,  Mr.  Counselor,  but 
.subject  to  confirmation,  the  amount  paid  —  can  you  defer  that 
question?  I  am  sure  that  this  is  not.  what  I  want;  surrender 
values  are  not  paid  in  cash  and  this  is  a  cash  item. 

Q.  What  I  want  is  to  know  just  what  has  been  paid  in  divi- 
dends and  on  surrender  values  on  those  various  classes  of  poli- 
cies, how  the  totals  given  in  the  statement  are  divided  ?  A.  I  can 
give  that  to  you  after  lunch. 

MR.  LIISrDABUEY :  I  have  just  found  this  (handing  witness 
BP.per). 

THE  WITISTESS :  This  relates  to  ordinary  policies  and  special 
class. 

Q.  Well,  do  not  let  us  wait  on  It  now  if  you  have  not  got  it. 
You  can  get  it  later.  A.  I  will  make  a  memorandum.  He  has 
got  it  so  condensed  here. 

MR  FISKE :  Just  keep  cool  and  read  it. 

THE  WITNESS :  It  was  the  total  amoimt  of  dividends,  coun- 
sellor ? 

Q.  $876,798  is  the  total  amount  stated  to  have  been  divided  as 
dividends  to  policyholders  in  1904.  Now,  how  was  that  dis- 
tributed according  to  the  various  classes  of  policies  ?  A.  For  the 
industrial  department  $639,802;  for  the  intermediate  branch  of 
the  ordinary  department  $218,529;  special  class  $10,374;  ordinary 
department  proper  $7,993. 

Q.  Now,  on  what  classes  of  policies  in  the  industrial  department 
were  those  amounts  aggTegating  $639,802  paid  out?  A.  On  all 
forms  of  policies  excepting  paid-ups  and  what  we  designate  increas- 
ing life  or  endowment  policies. 
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Q.  By  the  increasing  life  and  endowment  you  refer  to  that  item 
which  amounts  to  $348,649,991  as  outstanding  on  December  31, 
1904?  A.  Yes,  sir;  but  I  am  not  sure  but  what  it  may  also  in- 
clude the  item  above — infantile  endowment.- 

Q.  Amounting  to  $239,187,420  ?     A.  Yes. 

Q.  N'either  of  those  items,  that  is  none  of  the  policies  embraced 
in'those  items  get  any  dividends?  A.  No,  sir,  for  the  reason  that 
there  is  a  guaranteed  annual  increase. 

Q.  In  the  insurance  ?     A.  In  the  insurance. 

Q.  Under  the  plan  to  which  we  will  refer  in  a  moment?  A. 
Yes,  sir. 

Q.  So  that  the  larger  part  of  the  industrial  insurance  upon  which 
this  distribution  was  made  was  the  industrial  life  ?     A.  Yes,  sir. 

Q.  For  that  is  the  larger  part  of  the  residue  aggregating  $442,- 
400,289?    A.  Most  of  it  was  on  that. 

Q.  And  the  distribution  of  that  was  ten  times  the  weekly  pay- 
ment?    A.  Yes,  sir. 

Q.  That  is  at  the  five  year  period  ?     A.  Yes,  sir. 

Q.  Dividing — classifying  these  into  five  year  terms?  A.  Yes, 
sir. 

Q.  Now  you  have  spoken  of  a  special  class,  with  a  higher  rate 
of  mortality  and  with  premiums  fixed  according  to  the  higher  rate 
of  mortality  as  shown  by  your  company's  experience  ?     A.  Yes,  sir. 

Q.  Are  your  published  reserves  computed  according  to  that 
higher  rate  of  mortality  upon  which  premiums  are  based  and  which 
is  shown  according  to  your  table  or  according  to  the  American  ex- 
perience table  ?  A.  The  rule  up  to  the  present  time  by  both  New 
York  and  Massachusetts  insurance  departments  has  been  to  value 
those  policies  as  if  they  were  written  for  even  thousands  of  dollars ; 
for  instance  if  the  net  amount  of  insurance  was  $700  with  a  lien  of 
$300,  they  would  vahie  that  contract  as  if  it  were  a  straight  eon- 
tract  for  $1,000. 

Q.  Now,  can't  you  answer  my  question,  and  that  is  this; 
While  you  based  your  premiums  upon  the  high  rate  of  mor- 
tality which  you  had  experienced  in  your  company,  is  your  pub- 
lished legal  reserves  computed  on  the  mortality  as  shown  by 
the  American  experience  table?  A.  They  were  not,  but  we  wish 
they  were. 

Q.  What  were  your  published  reserves  computed  upon?  Ai 
On  the  combined  experience  and  the  American  tables  of  mortality. 

Q.  How  do  you  mean  by  combined  experience?    A.  Combined 
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ejiperience  tip  to  the  year  1901  and  the  American  table  since  that 
time — actuary's  table. 

Q.^  My  attention  is  called  to  Section  84  of  the  Insurance  Law 
providing  that  the  superintendent  may  raise  the  standard  of 
interests  in  mortality  in  the  case  of  corporations  from  foreign 
countries  and  in  particular  cases  of  invalid  lives  and  other  extra 
hazards  and  value  policies  in  groups  using  approximate  averages 
for  fractions  of  years  and  otherwise,  and  so  on.  I  want  to  know 
whether  as  a  matter  of  fact  there  has  been  a  separate  valuation 
of  your  policies  on  the  special  class  on  a  different  basis  from 
the  valuation  of  your  policies  in  the  ordinary  department?  A. 
Up  to  the  present  time  there  has  not  been. 

Q.  Tip  to  the  present  time  there  have  not  been?  A.  They  have 
not  been. 

Q.  When  I  spoke  a  moment  ago  of  the  published  reserves,  I 
had  reference  not  to  your  calculations  in  your  own  company  but  I 
had  reference  to  the  actual  amount  of  legal  reserve  computed 
in  these  special  classes  or  special  class  departments.  Now,  as  a 
matter  of  fact  your  legal  reserve  is  based  there  on  the  same  rate 
of  mortality  that  your  ordinary  policies  are?  A.  Yes,  sir;  but 
for  a  higher  amount  of  insurance  than  we  have  guaranteed  to 

pay. 

Q.  How  much  higher?  A.  According  to  the  amount  of  lien 
charged  on  the  policy,  ranging  from  say  $100  for  $1,000,  and 
perhaps  on  a  ten  year  endowment  policy  up  to  $300  on  a  whole 
life  or  twenty  payment  life.  If  you  will  permit  me  to  say  that 
we  ran  against  a  little  difficulty  in  determining  the  surplus  on 
these  policies,  because  we  found  that  by  charging  the  reserve  ac- 
cording to  the  method  adopted  by  New  York  and  Massachusetts 
we  were  not  able  to  show  any  surplus  whatever,  and  therefore  we 
had  no  surplus  to  distribute;  while  on  the  basis  of  the  table  of 
mortality  upon  which  our  premiums  were  constructed  we  had  a 
very  substantial  surplus,  and  so  we  had  a  conference  with  the 
actuary  of  the  Insurance  Department  of  New  York  and  pre- 
sented the  matter  to  him  and  showed  him  on  the  basis  of  the 
business  in  force  last  December  what  the  aggregate  reserve  was  ac- 
cording to  the  prevailing  method  and  what  it  woiild  be  on  a  double 
mortality  basis,  and  there  was  only  a  difference  of  $12,000  in  the 
aggregate  reserve,  and  he  said  hereafter  we  are  willing  to  value 
these  policies  on  the  basis  of  your  own  mortality  table;  and  we 
are  now  discussing  the  subject  with  the  Massachusetts  Depart- 
ment, so  that  we  may  be  able  to  determine  our  surplus  and  pay 
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our  dividends  according  to  the  table  of  mortality  upon  "which 
the  premiums  have  been  constructed. 

BY  THE  OHAIEMAN: 

Q.  What  do  you  mean  by  a  lien  upon  a  policy?  A.  It  dbn't 
amount  to  anything;  it  is  simply  put  on  to  the  amount  of  in- 
surance that  we  can  afford  to  pay  to  bring  it  up  to  an  even 
thousand  dollars. 

Q.  You  spoke  of  a  seven  hundred  dollar  policy  with  a  lien 
upon  it  or  against  it  of  $300.  What  do  you  mean  by  that^  A. 
The  amount  of  insurance  that  we  charge  for  an  ordinary  policy 
of  $1,000  will  buy  in  the  special  class  a  policy  for  $700;  but  we 
make  it  for  the  nominal  sum  of  $1,000  and  charge  this  lien 
against  that  $1,000,  agreeing  to  keep  a  separate  account  of  the 
experience  in  this  class  and  to  reduce  that  lien  from  the  pro- 
fits. 

Q.  Why  do  you  call  it  a  lien?     A.  Well ■ 

BY  MR.  HUGHES: 

Q.  It  is  an  amount  which  you  are  not  going  to  pay  until  it 
is  made  good?     A.  ISTo,  sir. 

Q.  In  other  words  you  write  a  policy  for  a  thousand  dollars 
f^ith  a  lien  on  it  for  $300 ;  that  policy  is  only  good  for  $700  until 
you  make  the  $300  out  of  profits?     A.  Yes,  sir. 

Q.  So  that  what  you  do  is  this,  that  you  double  the  rate  of 
mortality?     A.  Yes,  sir. 

Q.  And  then  you  piit  a  lien  against  the  policy?     A.  Yes,  sir. 

Q.  In  your  special  class?     A.  Yes,  sir. 

Q.  'How  let  me  have  a  specimen  form  of  that  special  class 
]X)licy  while  we  are  on  the  subject;  we  will  get  a  form  in  a 
minute  I  guess.  Is  this  one  of  the  special  class  policies  (show- 
ing paper  to  witness)?     A.  Yes,  sir. 

MR.  HUGHES :  I  offer  this  in  evidence. 

(Paper  marked  Exhibit  319). 

MR.  EISKE:    You  will  understand  there  are  various  forms. 

THE  WITNESS:   The  paragraph  is  the  same  in  all. 


MR.  HUGHES:  We  will  take  this  life;  we  will  go  upon 
the  record  with  this,  a  life  limited  payment  under  the  special 
class,   and   the  paragraphs  which  embrace  the  matters   referreu 


Testimony  of  James  M.  Craig.  19Y7 

to  by  the  witness  are  indicated  to  be  as  paragraphs  11  and  12 
which  I  will  read  as  follows: 

"On  the  basis  of  the  facts  stated  in  the  application  the  risk 
is  assumed  by  the  company  only  on  conditions  that  the  lien  of 

is  placed  against  this  policy  and  this  policy  is 

issued  subject  to  said  lien  and  the  same  shall  be  deducted 
from  the  face  value  thereof  in  any  settlement  of  this  policy 
at  death  or  maturity  unless  the  company  shall  hereafter  cancel 
such  lien. 

"12.  This  policy  is  placed  in  a  separate '  class  and  a  separate 
account  shall  be  kept  of  the  mortality  of  that  class,  and  from  tht 
surplus  funds,  if  any,  a  dividend,  the  amount  of  which  shall  be 
in  the  discretion  of  and  shall  be  determined  by  the  officers  of  the 
company,  will  be  assigned  to  it  if  in  force  at  the  end  of  five  years 
from  its  date,  at  the  end  of  ten  years  from  its  date  and  annually 
thereafter,  and  said  dividends  shall  be  applied  first  to  a,  reduc- 
tion of  the  lien  so  long  as  any  portion  thereof  remains,  and  after 
the  lien  shall  have  been  cancelled,  the  dividends  will  be  payable 
in  cash." 

Q.  'No'W,  then,  you  take  a  policy  of  this  class,  say  of  a  thousand 
dollars,  against  which  a  lien  of  $300  is  placed.  "When  you  fix 
the  premium  for  that  policy  do  you  double  the  rate  of  mortality 
and  fix  the  premiimi  on  a  thousand  dollar  basis?  A.  Yes,  sir. 
Do  I  understand  your  question? 

MK.  HUGHES:     Have  it  read,  please. 

-  Q.  (Repeated  as  follows) :  Now,  then,  you  have  a  policy  of 
this  class,  say  of  a  thousand  dollars,  against  which  a  lien  of  $300 
is  placed.  "When  you  fix  the  premium  for  that  policy  do  you 
double  the  rate  of  mortality  and  fix  the  premium  on  a  thousand 
dollar  basis?  A.  "When. I  said  yes  I  meant  in  the  sense  that 
primarily  all  premiums  are  put  on  the  basis  of  a  thousand  dollars 
and  then  they  are  adjusted  proportionately  for  whatever  amount 
of  insurance  is  in  question. 

Q.  If  you  have  a  policy  of  a  thousand  dollars  with  a  lien  against 
it  of  $300  what  do  you  figure  the  premiums  with  reference  to  — 
$700  or  a  thousand  dollars?    A.  $700. 

Q.  $700?    A.  Yes,  sir. 

Q.  Give  me,  please,  the  amount  of  premium  that  would  be  paid 
at  ao-e  50  for  a  thousand  dollars  insurance  in  the  ordinary  depart- 
ment, ordinary  life?    A.  $41,12. 
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Q.  Give  me  the  premium  that  would  be  paid  in  the  -special  class 
ordinary  life,  age  50,  $1,000  ?  A.  For  $1,000  of  net  insurance 
the  premium  would  be  $61.75. 

Q.  What  would  it  be  at  that  age  for  a  thousand  dollars  gross 
insurance  ?  A.  Oh,  the  premium  would  be  the  same.  We  charge 
the  same  premium,  but  the  insurance,  net  insurance,  is  reduced. 

Q.  Now,  just  give  me  an  answer  specifically  to  my  question. 
In  the  special  class,  age  50,  ordinary  life,  gross  insurance  $1,000, 
without  making  a  deduction  for  any  lien,  how  much  is  the  pre- 
mium? A.  I  don't  know  whether  I  quite  comprehend  what  you 
mean  in  the  statement  "  without  making  any  reduction  for  the 
lien  "  ? 

Q.  I  mean  to  say,  if  you  have  a  policy  which  on  the  face  of  it 
calls  for  $1,000,  that  is,  in  the  blank  —  a  sum  not  to  exceed  blank 
dollars  —  you  write  $1,000,  and  the  age  is  50  and  the  plan  is  ordi- 
nary life  and  the  class  is  special,  what  is  the  premium  ?  A.  Tho 
premium  must  be  $41.12. 

Q.  That  is  the  ordinary  department?    A.  Yes. 

Q.  Now,  what  is  it  in  the  special  class?  A.  The  same  pre- 
mium. 

Q.  The  same  premium  ?    A.  Same  premium. 

Q.  Let  us  make  that  clear,  just  what  we  want  to  get  at,  just 
what  you  actually,  did  do.  Now,  the  point  is  this:  If  a  man 
comes  to  you  and  asks  for  a  thousand  dollars  of  insurance,  age 
50,  on  the  ordinary  life  plan  and  he  is  an  ordinary  risk,  and  he 
is  written  in  the  ordinary  department,  his  premium,  I  under- 
stand you  to  say,  is  $41.12?    A.  $41.12. 

Q.  Now,  if  you  put  him  in  a  special  class  with  a  gross  insur- 
ance, that  is,  a  maximum  of  a  thousand  dollars,  but  a  lien  against 
it  and  his  age  is  50  and  the  plan  is  the  same,  what  is  the  amount 
of  his  premium?     A.   $41.12. 

Q.  Then  the  difference  is  entirely  in  the  lien  ?    A.  Yes,  sir. 

Q.  Now,  what  is  the  amount  of  lien  which  at  that  age  is  put 
against  the  policy  of  a  thousand  dollars  on  that  plan  ?  A.  At  ago 
50,  the  amount  of  the  lien  would  be  $334. 

Q.  And  what  is  the  basis  upon  which  the  amount  of  the  lien 
is  arrived  at?  A.  Being  the  difference  between  $1,000  and  the 
amount  of  insurance  that  we  find  $41.12  will  pay  for. 

Q.  Afid  h(w  do  you  find  what  $41.12  pays  for?  A.  By  ajiply- 
ing  the  regular  formula  of  a  life  premium  to  this  table  of  mor- 
tality. 
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Q.  "With  a  double  rate  ?  A.  "With  a  double  rate,  plus  the  load- 
ing- of  seventeen  and  one-half  per  cent.,  which  is  this  same  prc- 
hiium. 

Q.  ]^ow,  I  think  we  understand  it.  Has  this  table  of  mortality 
been  published?    A.  Yes. 

Q.  Is  it  designated  by  a  name  —  that  is,  is  it  known  to  the  ini- 
tiated by  any  special  name?    A.  Yes. 

Q.  What  is  the  name  ?    A.  I  don't  remember  it. 

Q.  Is  it  known  as  Craig's  Impaired  Life  Table  ?  A.  I  believe 
so,  yes.  "Will  you  permit  me,  Mr.  Counsellor,  in  connection  with 
what  Mr.  Fisk  said,  to  remark  that  when  these  applications  come 
into  the  office  it  requires  three  votes  out  of  five  for  a  man  to  be 
accepted. 

Q.  "Who  does  the  voting  ?  A.  Well,  the  doctor,  the  first  vice- 
president,  the  third  vice-president,  the  actuary,  the  fourth  vice- 
president  and  the  manager  of  the  ordinary  department. 

Q.  What  do  they  know  about  it  except  what  appears  from  the 
doctor's  examination  ?    A.  Nothing  except  their  judgment. 

Q.  How  do  their  votes  add  anything  to  the  security  ?  A.  Well, 
it  is  simply  the  combined  judgment  of  the  professional  medical 
man  and  the  practical  insurance  man.  Sometimes  a  doctor  will 
put  a  man  into  the  special  class  where  he  has  made  aplication  for 
a  regular  policy,  and  there  will  be  three  votes  to  issue  that  policy 
as  applied  for  against  the  doctor's  vote,  for  it  takes  three  out  of 
five  for  the  man  to  pass  at  all. 

Q.  Now,  with  reference  to  your  Industrial  Department,  you 
have  in  your  company  a  mortality  table  from  your  industrial  ex- 
perience ?    A.  Yes,  sir. 

Q.  You  use  that  for  your  valuations?     A.   No,   sir,   we   do 

not. 

Q.  Is  one  as  large  used  ?    A.  Is  what  ? 

Q.  As  large.    A.  I  don't  quite  catch  that. 

Q.  Does  the  table  used  show  as  high  a  rate  of  mortality  in 
making  your  valuations  as  the  table  of  your  own  experience — 
which  is  made  up  from  your  own  experience  ?  A.  I  guess  I  must 
be  a  little  dull  this  morning.     Please  read  that  question  again, 

will  you. 

Q.  (Eepeated.)  The  point  is  this.  You  have  a  mortality 
table  from  your  industrial  experience  and  you  do  not  use  that 
in  making  valuations  ?    A.  No,  sir. 

Q.  Now,  do  you  use  a  table  with  a  less  or  greater  mortality? 
A,  Oh  we  ^isc  the  standai-d  tables. 
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Q.  With  the  less  mortality?    A.  With  the  less  mortality. 

MR.  LINDABURY:  The  statute  requires  them  to  do  that, 
doesn't  it  ? 

MR.  HUGHES :  That  is  another  story  and  it  is  not  quite  in 
that  form. 

Q.  What  ■\70uld  be  proper  in  making  a  valuation  apart  from 
any  question  of  statute — what  would  be  proper  in  making  a 
valuation  of  your  industrial  policies,  to  make  a  valuation  on  the 
basis  of  your  mortality  experiences,  or  to  continue  a  valuation 
upon  the  basis  of  a  different  mortality  experience  ?  A.  If  we 
had  our  way  and  we  could  make  it  universal,  of  course  we  would 
base  it  on  our  table  of  mortality,  but  where  you  have  forty  dif- 
ferent states  and  forty  different  insurance  commissioners,  and 
oftentimes  each  man  having  views  of  his  own,  and  sometimes 
very  decided  views,  we  come  into  conflict  and  confusion. 

Q.  Those  are  practical  difficulties?  A.  They  are  very. prac- 
tical. 

Q.  As  far  as  you  were  an  actuary  in  determining  what  ought 
to  be  done,  you  would  say  that  the  table  of  mortality  from  your 
own  experience  should  be  the  basis  of  your  valuations  ?  A.  Yes, 
sir,  but  if  you  will  permit  me  to  say  that  we  would  hardly  think 
it  fair  for  the  State  of  New  York  to  impose  such  a  valuation 
upon  the  Metropolitan  Life  Insurance  Company,  while  the  statute 
of  various  States  permit  them  to  value  on  a  lower  standard  of  valu- 
ation. 

(Recess  until  2.30  P.  M.) 


AFTER  RECESS. 

JAMES  M.  CRAIG,  resumed. 
BY  MR.  HUGHES: 

Q.  Has  the  table  of  mortality  according  to  the  experience 
of  your  company  in  the  industrial  department  been  published? 
A.  No,  sir. 

Q.  In  what  form  is  it?  A.  It  is  in  the  usual  form  in  which 
mortality  tables  are  prepared,  showing  the  number  living  at 
each  age  and  the  number  dying, 
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Q.  I  mean  is  it  typewritten  or  printed?     A.  No,  sir. 

Q.  Is  it  in  writing?     A.  Tes,  sir,  in  writing. 

Q.  Can  you  furnisli  a  copy  of  it  to  the  Committee  1  A,  Tes, 
sir. 

Q.  We  should  be  glad  to  have  a  copy.  A.  If  you  will  permit 
me,  Mr.  Hughes,  in  connection  with  the  line  of  questioning 
prior  to  luncheon,  some  years  ago  we  made  a  valuation  of  ovir 
outstanding  contracts  on  the  basis  of  the  Metropolitan  table 
of  mortality  and  we  found  that  the  total  reserve  on  that  basis 
according  to  my  recollection  would  be  about  $300,000  in  excess 
of  what  it  was  on  the  statutory  basis.  But  my  impression  is 
that  under  the  changed  contracts  which  the  company  has  since 
written,  namely  mostly  endowment  instead  of  all  whole  life, 
that  there  would  be  no  material  difference  between  the  valua- 
tion on  the  two  tables,  although  companies  writing  altogether 
whole  life  policies  and  perhaps  small  companies  would  by  the 
severer  tests  probably  be  unable  to  stand  up  under  it;  and  if 
such  a  table  were  put  in  operation  by  law  as  to  the  contracts 
of  the  Metropolitan  and  it  did  require  an  increased  reserve,  why 
it  would  probably  mean  a  lessening  of  the  dividends  or  other  con- 
cessions. 

Q.  I  want  to  get  from  you  what  the  facts  are  with  reference 
to  concessions  made  by  the  Department  of  Insurance  in  the 
valuation  of  your  industrial  policies.  And  before  taldng  up 
the  situation  in  New  York  I  would  like  to  inquire  whether 
your  company  has  received  certain  reserve  concessions  in  Mas- 
sachusetts?    A.  On  special  class  policies? 

Q.  On  industrial  policies  ?     A.  "We  have,  yes,  sir. 

Q.  From  what  time  do  those  concessions  date?  A.  Approxi- 
mately from  the  year  1880  or  18S1. 

Q.  What  is  the  amount  of  the  concessions?  The  actual 
amount  I  could  not  state 

Q.  What  is  the  difference  between  the  method  of  valuation 
employed  in  Massachusetts  with  reference  to  industrial  poli- 
cies and  that  employed  with  reference  to  ordinary  policies? 
A.  The  valuation  in  Massachusetts  as  applied  to  industrial 
policies  is  the  charge  against  the  current  year's  issue  5-12  of 
six  months  reserve  and  in  the  second  year  75  per  cent,  of  the 
full  reserve  and  in  the  third  and  subsequent  years  the  full 
reserve. 

Q.  Does  that  mean  the  same  thing  that  in  the  first  year  you 
have  seven-twelfths  of  the  ordinary  reserve  allowance?     In  valu- 


1982  Legislative  Insurance  Investigation. 

ing  ordinary  insurance  it  is  assumed  that  the  full  year's  pre- 
mium is  always  paid  and  the  company  is  permitted  to  take  credit 
for  such  portion  of  that  year's  premium  which  is  not  paid  be- 
caut^c  of  the  charges  in  the  liability  of  the  four-years'  premium 
But  in  valuing  industrial  insurance  no  account  is  ever  taken  of 
such  a  thing  as  the  deferred  premium,  because  there  are  no  de- 
ferred premiums.  Each  weekly  premium  is  a  complete  unit  'in 
itself,  so  that  in  the  second  year — I  think  I  can  illustrate  it  better 
in  the  second  year — in  the  second  year  eighteen  months'  reserve 
would  constitute  the  full  reserve  on  the  policy,  the  average  date 
of  issue  being  July  1st  in  the  previous  year;  so  that  eighteen 
months  would  elapse  from  the  average  date  of  issiie  to  the  31st 
of  December  of  the  succeeding  year.  So  if  they,  were  to  charge 
us  with  the  full  reserve  in  the  third  year  it  would  be  three  montlis' 
roporve  witli  an  average  date  of  issue  as  of  July  1st,  but  they 
charge  us  with  five-twelfths  of  six  months'  reserve,  which  is  some- 
thing less  than  three  months. 

Q.  For  the  first  year  ?     A.  For  the  first  year. 

Q.  And?  A.  And  75  per  cent,  of  eighteen  months'  reserve 
in  the  second  year  and  twenty  months'  full  reserve  in  the  third 
year  and  the  full  reserve  every  year  thereafter. 

(.}.  iNow,  what  is  th?  extent  of  the  concesticn  on  indu!:rr.;il 
policies  allowed  by  the  department  in  New  York?  A.  At  the 
time  the  coiioosision  wat  allowed  by  the  ISTew  York  Insui'aiicc 
Department 

Q.  And  what  time  was  that  ?  A.  About  the  same  time,  1880 
or  1881,  according  to  the  best  of  my  recollection,  I  believe,  no 
death  benefit  was  given  in  the  first  three  months  of  the  policv. 
One-third  benefit  was  given  in  the  event  of  death  occurring  in  the 
second  three  months,  and  two-third  benefit  if  death  occurred  in 
the  second  six  months.  The  one-third  benefit  in  the  second  threw 
months  was  equivalent  to  one  full  month's  benefit,  and  the  two- 
third  benefit  in  the  six  months  was  equivalent  of  four  ful' 
months'  benefit,  making  five  full  months'  benefit,  and  the  average 
date  of  the  policies  was  July  1st.  The  average  age  was  six  mor.tlis 
less  than  the  stated  age,  because  all  applicants  are  written  at  age 
next  birthday. 

Q.  Now,  stop  for  a  moment.  In  the  ordinary  insurance  all 
applicants  are  written  according  to  the  age  of  their  next  birthday, 
are  they  not  ?     A.  Yes. 

().  And  policies  are  valued  accordingly?     A.  Yes. 

Q.  In  industrial  insurance  in  this  State  all  applicants  or  policies 
are  valued  on  the  basis  that  the  age  was  taken  at  the  age  next 
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birthday  ?     A.  No,  that  is  the  way  the  applications  are  written. 

Q.  Yes,  the  applications  are  written  in  the  age  next  birthdavi 
A.  Yes. 

Q.  Instead  of  their  nearest  birthday?     A.  Yes. 

Q.  And  the  policies  are  valued  accordingly?  A.  Well,  per- 
haps that  explanation  would  not  be  complete  in  itself.  That  is 
only  a  partial  reason. 

Q.  Well,  apart  from  the  reason?  A.  They  are  valued  on  the 
basis  of  the  actual  age,  not  age  next  birthday  nor  the  nearest 
age,  but  the  average  actual  age. 

Q.  Leaving  out  of  view  for  the  time  infantile  policies  and 
taking  simply  the  policies  on  adults  in  the  industrial  department, 
which  I  uaderstand  to  begin  with  age  in  your  compony?  A. 
Yes. 

Q.  Is  there  a  reserve  required  by  the  department  the  first  year  ? 
A.  On  adult  policies  ? 

Q.  Yes.  A.  Not  on  adult  life  policies,  but  the  full  reserve  on 
all  endowment  policies. 

Q.  But  not  on  adult  life  policies?     A.  No. 

Q.  What  reserve  is  required  the  second  year  ?  A.  The  reserve 
required  at  the  second  year — and  I  may  add  that  the  great  bulk 
of  the  business  of  the  company  written  since  the  year  1896,  has 
been  on  the  endowment  plan. 

Q.  T.iicing  np  t]:e  adult  life  plan,  according  to  the  rulings  of  the 
department  in  New  York,  there  is  no  reserve  the  first  year  ?  A. 
No. 

Q.  What  is  the  reserve  the  second  year?  A.  One  year's  ter- 
minal reserve. 

Q.  On  a  policy  at  the  age  of  next  birthday  when  policy  issued  ? 
A.  Yes,  sir. 

Q.  What  is  the  reserve  the  third  year?  A.  Two  years'  ter- 
minal reserve. 

Q.  On  the  same  basis  ?    A.  Yes,  sir. 

Q..  And  so  on  continuously?     A.  Yes. 

Q.  Now,  to  what  extent  is  the  first  terminal  reserve  charged 
against  a  policy  at  the  end  of  the  second  year  less  than  the  first 
mean  reserve  charged  against  ordinary  policies  at  the  end  of  the 
first  year  ?  A.  Well,  I  could  not  state  that  question  offhand,  nor 
is  there  any  direct  relation  between  them. 

Q.  Would  it  be  approximately  five  dollars  and  odd  cents?  A. 
Have  you  "Principles  of  Whitecraft"  there  or  any  books  with 

(Book  handed  witness.) 
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Did  you  ask  for  any  particular  age,  Mr.  Hughes  ? 

Q.  The  average  I  was  looking  for?    A.  We  will  take  age  35. 

Q.  Well,  take  an  average?  A.  The  first  year's  terminal  re- 
serve at  age  35  on  one  thousand  dollars  of  insurance  is  $11.76. 

Q.  That  is  on  the  ordinary  basis  ?  A.  That  woiild  be  the  re- 
serve that  would  be  charged  at  the  end  of  the  second  year  on  an  in- 
dustrial policy  for  one  thousand  dollars  issued  at  age  thirty-five. 

Q.  How  much  less  is  that  than  the  first  mean  reserve  charged 
against  ordinary  policies  the  first  year  ?  A.  Age  thirty-five,  the 
mean  les^prve  on  one  thousand  dollars,  full  life,  $15.84. 

Q.  Making  a  difference?    A.  Of  $4.08. 

Q.  What  is  the  amount  charged  against  ordinary  policies  the 
second  year  ?    A.  $27. Y9. 

Q.  And  what  would  be  the  amount  of  the  terminal  reserve 
charged  iigaiust  industrial  policies  at  the  same  time?  A.  $23.91, 
a  difference  of  $3.88. 

Q.  But  in  the  one  case  the  charge  of  $27.79  is  at  the  end  of 
the  second  year  and  $23.91  '\i  at  the  end  of  the  third  _)ear?  A. 
Yes,  sir. 

Q.  What  will  be  the  charge  against  an  ordinary  policy  at  the 
end  of  the  second  year?  $27.79.  JSTow,  on  the  industrial  basis 
what  is  the  charge  at  the  end  of  the  second  year  ?  $11.76  ? 
A.  $11.76. 

Q.  Making  how  much  difference  ?     A.  $16.03. 

Q.  And  what  is  the  amount  charged  against  an  ordinary  policy 
at  the  end  of  the  third  year?    A.  $40.14. 

Q.  What  is  the  amount  charged  against  an  industrial  policy 
the  third  year  ?    A.  $36.45. 

Q.  ISTo,  that  is  the  fourth  year,  is  it  not?  At  the  end  of  the 
third  year  $23.91,  would  it  not  be?    A.  $23.91. 

Q.  And  how  much  is  tie  difference?    A.  $16.23. 

Q.  Can  you  tell  me  whether  that  statement  now  shown  you  is 
correct  comparative  table  of  reserves  at  age  35  comparing  the  in- 
dustrial reserve  in  New  York  and  Massachusetts  respectively  with 
the  full  reserve  of  the  industrial  policies. 

(Witness  examines  table.) 

You  cannot  get  it  now,  you  had  better  take  it,  because  I  do 
not  want  to  take  up  any  further  time  with  it  now.  I  would  like 
t«  have  such  a  table  put  in  later.     Now,  we  have  been  referring 
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to  ad'jlt  industrial  insurance ;  in  the  case  of  policies  on  infantile 
ages  is  there  any  reserve  between  two  and  ten  years  old  ?  A.  All 
infantile  contracts  written  by  the  Metropolitan  since  the  beginning 
of  1896  have  been  on  the  endowment  plan.  The  company  volun- 
tarily wrote  those  policies  on  that  plan. 

Q.  Well,  is  it  not  a  fact  that  policies  on  infantile  ages  are 
treated  as  term  insurance?  A.  No,  sir.  As  a  matter  of  fact, 
the  company  put  up  at  the  end  of  the  last  year  over  six  million 
dollars  more  reserve  on  those  infantile  policies  than  if  they  had 
been  written  as  life  contracts,  and  the  death  benefits  are  the 
same  up  to  age  twelve  as  other  industrial  companies  then,  and 
there  is  a  guaranteed  addition  every  year  after  age  13  besides. 

Q.  What  is  the  sort  of  infantile  insurance  to  which  you  are 
referring?  A.  Endowment,  whether  the  year  of  termination  varies 
from  42  up,  that  you  were  questioning  Mr.  Hegeman  on  yesterday. 

MK.  FISKE:  It  is  the  only  kind  we  issue. 

THE  WITIJ'ESS:  E"o,  we  also  write  twenty-year  endowment. 

ME.  FISKE:  Yes,  except  them. 

Q.  I  have  here  a  letter  under  date  of  July  27th,  1904,  by  the 
superintendent  of  insurance  to  a  certain  piolicyholder  in  which 
he  uses  the  following  language:  Your  favor  of  the  25th  inst.  re- 
lating to  the  surrender  value  of  certain  industrial  policies  has  been 
received.  The  provisions  of  Section  88  of  the  Insurance  Law 
surrender  value  of  lapsed  or  forfeited  policies,  do  not  apply  to  in- 
dustrial policies  having  been  waived  in  the  application  therefor. 
The  surrender  of  your  policies  are  made  according  to  a  rule  adopted 
by  the  company.  Policies  on  infantile  ages  are  term  insuramce 
and  have  no  surrender  values.  The  company's  rule  is  published 
in  each  issue  of  its  paper  "  The  Metropolitan  "  of  which  you  must 
have  copies.  You  should  have  no  trouble  in  understanding  it.  I 
want  to  ask  you  what  the  explanation  of  that  is?  A.  I  think  the 
Superintendent  of  Insurance  was  simply  quoting  the  language  of 
Section  55  of  the  New  York  Insurance  Law,  which  provides  that 
the  company  may  issue  yearly  renewable  term  policiee. 

Q.  Do  you  as  a  matter  of  fact  have  a  reserve  on  your  infantile 
insurance?     A.  We  certainly  do. 

Q.  Now,  to  what  extent  and  on  what  basis  is  it  compiited?  A. 
It  is  computed  on  the  basis  of  the  statutory  basis — there  is  a 
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reserve  from  the  beginning  on  all  our  infantile  policies;  &s  I  stated 
a  moment  ago  at  the  end  of  the  last  year  we  were  charged  with  aii 
additional  reserve  of  six  million  dollars  in  excess  of  what  we  would 
have  been  charged  with  had  those  policies  been  writteti  as  life  • 
policies. 

Q.  Then,  do  I  understand  the  reserve  on  infantile  insurance  i=i 
on  the  basis  of  the  American  experience  table  ?  A.  Yes,  sir — 
that  is  from  1901. 

Q.  Not  on  your  experience  of  mortality?     A.  ISTo,  sir. 

Q.  Have  you  any  concessions  from  the  department  with  refer- 
ence to  the  valuation  of  infantile  policies?  A.  On  the  infantile 
life  policies  that  we  issued  prior  to  1896,  there  was  no  reserve 
charged  until  age  twelve  was  reached;  age  twelve  then  being  the 
line  of  demarcation  between  the  infantile  and  adult  policies. 

Q.  Those  are  as  to  policies  written  before  1896?     A.  Yes. 

Q.  Now,  what  is  the  concession,  if  any,  as  to  policies  written 
since?     A.  None. 

Q.  Are  they  valued  in  the  same  manner  as  ordinary  life  poli- 
cies? A.  They  are  with  one  exception,  that  is  in  the  first  year, 
in  the  year  of  issue  they  charge  us  with  three  months  reserve  and 
that  is  on  tne  assumption  based  on  our  experience  at  the  time. 
That  rule  was  adopted,  that  the  average  duration  of  policies  issued 
in  the  year  on  the  31st  of  December,  was  three  months,  and  after 
that  it  is  for  reserve. 

Q.  In  case  of  infantile  insurance  you,  in  the  application,  take 
the  age  of  next  birthday?     A.  Yes,  sir. 

Q.  As  in  other  cases  of  industrial  insurance?     A.  Yes,  sir. 

Q.  So  I  understand  that  the  department  values  the  infantile 
insurance  written  since  1896  on  the  same  basis  as  full  whole  life 
policies?     A.  No,  sir. 

Q.  Upon  what  basis  does  it  value  them?  A.  What  do  you  mean 
by  the  word  "  basis  ?  " — Excuse  me. 

Q.  Manner — method — —  A.  They  charge  us  with  the  reserve 
making  allowance  for  the  average  duration  in  the  year  of  issue, 
they  charge  us  precisely  the  same  reserve  that  they  woul^  any 
ordinary  company  rceiving  its  premiums  the  same  way,  weekly. 

Q.  That  is,  any  ordinary  industrial  company?    A.  Yes — no^ — 

Q.  I  want  you  to  compare  the  reserves  on  infantile  insurance 
in  your  company  so, far  as  the  method  of  computation  is  concerned, 
with  the  methods  einployed  in  valuing  policies  of  ordinary  insur- 
ance ?  A.  Mathematically,  they  charge  us  as  much  as  they  do  any 
company  without  any  concession  whatever. 
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Q.  Well,  as  to  the  method  of  computation,  is  it  the  same  or  dif- 
ferent? A.  If  we  eould  get  the  distinction  between  the  annual 
premium  and  weekly  premium  clearly  before  you,  Mr.  Hughes — 
bcause 

Q.  You  can  first  state  what  difference  there  is  in  fact  and  then 
you  can  explain  it  with  reference  to  the  difference  in  the  way 
premiums  are  paid,  or  make  any  other  explanation  you  choose; 
what  I  want  first  is  to  get  at  the  difference  in  mathematical  com- 
putation? A.  On  an  ordinary  policy  the  premium  is  presumed 
to  be  paid  annually  and  the  department  charges  the  mean  reserve 
equivalent  to  the  mid-year  reserve  on  that  policy.  On  an  indus- 
trial policy  'the  premiums  are  paid  weekly,  and  the  reserve  is 
charged  according  to  the  niimber  of  weeks  the  policy  is  in  force, 
irrespective  of  any  annual  premiums;  so  that  if  the  average  pre- 
miums paid  on  the  policies  in  the  year  of  issue  are  six  months,  and 
equivalent  of  six  months,  they  would  charge  us  with  the  full  six 
months'  reserve  corresponding  to  the  average  niunber  of  premiums 
paid;  but  as  the  average  duration  of  the  policies  in  the  first  cal- 
endar year  was  only  three  months,  they  charge  us  with- the  three 
months'  reserve,  and  the  next  year  the  average  duration  of  the 
policies  was  eighteen  months,  and  they  charge  us  with  eighteen 
months'  full  reserve. 

Q.  If  infantile  policies  were  valued  as  life  policies  what  would 
be  the  reserve  up  to  age  ten?    A.  ISTothing. 

Q.  If  they  were  valued  in  that  way,  the  reserve  mathemati- 
cally would  be  minus,  wouldn't  it  ?    A.  No,  sir. 

Q.  It  would  be  a  negative  reserve  ?    A.  Simply. 

Q.  And  why  is  that  ?  A.  Why,  in  Massachusetts  they  say  be- 
cause the  tables  of  mortality  begins  at  age  ten,  but  theoretically, 
the  reason  is  that  the  mortality  curve  dips,  and  the  insurance  in- 
creases from  year  to  year. 

Q.  ISTow,  when  you  said  there  was  six  million  dollars  excess,  you 
meant  it  was  six  million  dollars  more  than  nothing?  A.  Oh, 
no,  sir. 

Q.  What  did  you  mean  ?  A.I  meant  just  what  I  said.  I  meant 
if  all  the  infantile  policies  we  had  in  force  at  the  end  of  1904  and 
issued  since  the  1st  of  January,  1896,  had  been  written  as  life 
policies  as  they  are  in  most  other  industrial  companies,  our  re- 
serve, according  to  the  usual  method  of  computing  reserve  on 
■infaiitile  policies,  would  have  amounted  to  $484,027;  whereas  the 
actual  reserve  that  was  charged  against  us  on  those  same  policies, 
was  $6,783,391,  or  an  excess  of  $6,299,364. 
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Q.  N^ow,  what  is  your  experience  with  reference  to  the,  ex- 
pense of  doing  the  industrial  business,  and  the  amount  of 
premium  that  is  paid  upon  that  business,  which  is  left  to  meet 
the  insurance?  Do  you  have  on  an  average  a  less  amount  or 
a  greater  amount  than  in  the  ordinary  insurance  department? 
A.  Oh,  we  have  as  to  the  actual  amount  I  would  not  like  to 
state  offhand,  but  in  the  ratio  we  have  a  smaller  ratio  left  in 
the  industrial  department  than  we  have  in  the  ordinary  —  that 
is  a  smaller  ratio  of  the  gross  premiums. 

Q.  Left  to  pay  insurance  —  to  meet  the  insurance?  A.  Yes, 
sir. 

Q.  Are  you  acquainted  with  the  changes  that  have  taken  placo 
in  the  amount  of  insurance  benefits  conferred  in  the  last  twenty 
years  in  your  company?  A.  I  have  been  acquainted  with  them 
at  the  time  they  took  place,  but  whether  I  could  remember  them 
at  the  present  time  I  very  much  doubt. 

(Mr.  Fiske  handed  the  witness  a  book.) 

Q.  Your  premium  bases  are  weekly  payments  of  five,  ten, 
fifteen,  twenty  and  twenty -five  cents  and  so  on?     A.  Yes,  sir. 

Q.  Of  course  in  varying  your  plans  of  insurance  in  the  in- 
dustrial department  you  endeavor  to  do  so  without  affecting  this 
method  of  payment  or  the  amounts  that  are  to  be  paid  per  week? 
A.  Yes,  sir. 

Q.  Now,  take  the  amount  of  benefits  derived  for  example  — 
let  us  go  back  a  period  of  say  twenty  years  and  tell  me  at  say 
age  40,  how  much  insurance  a  man  can  get  in  the  industrial  depart- 
ment by  paying  ten  cents  a  week.      A.    $120. 

Q.  How  much  can  he  get  now.     A.   $100. 

Q.  What  is  the  reason  for  the  difference?  A.  The  reason  is 
that  when  this  original  table  was  made  up  we  did  not  have  any 
experience  to  guide  us,  and  according  to  my  recollection  we  took 
the  net  American  premiums  and  loaded  them  95  per  cent.,  and 
then  as  our  experience  developed  we  gathered  together  the  neces- 
sary data,  and  made  our  own  mortality  or  a  mortality  table  from 
the  experience  on  insured  lives,  and  this  present  table  is  really  the 
first  scientifically  constructed  industrial  table  that  the  Metro- 
politan ever  had. 

Q.  When  was  that  adopted?     A.  This  was  adopted  in  1896. 

Q.  For  how  long  a  period  had  the  amoimt  of  insurance  that  a 
man  at  forty  could  obtain  by  paying  ten  cents  a  week  been  $120 
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previous  to  tlie  adoption  of  this  table?  A.  Up  to  September  6, 
1887. 

Q.  And  what  prior  to  September  5,  1887,  could  a  man  at  forty 
have  obtained  in  insurance  by  paying  ten  cents  a  week?  A.  Per- 
haps I  misunderstood  your  question,  because  if  I  understand  it 
correctly  it  would  be  the  amount  I  first  stated  —  $120. 

Q.  That  was  from  1887  to  1896,  wasn't  it?  A.  That  was  from 
1879  to  1887. 

Q.  Then  you  adopted  the  new  table  in  1887?  A.  In  1887 
those  were  not  the  figures. 

Q.  What  was  the  amount  which  you  could  obtain  under  the 
scheme  of  1887,  the  same  age?      A.    $100. 

Q.  $100?     A.  Yes,  sir. 

Q.  So  that  was  not  changed  by  the  adoption  of  the  new  rate 
in  1896  —  are  you- right  about  that?  A.  Yes,  sir,  I  am  right 
about  that. 

Q.  Have  you  a  table  about  that  showing  the  insurance  pro- 
curable in  1879'?     A.  Yes,  sir. 

Q.  Will  you  let  me  see  it,  please?  A.  Yes,  sir.  ^Witness 
hands  counsel  a  book.) 

Q.  This  reduction  which  appears  in  the  case  of  age  forty  has  its 
analogues  in  other  reductions  in  other  ages  which  are  correspond- 
ing?    A.  Yes,  sir. 

Q.  ISTow,  as  you  went  on  you  at  some  later  period  adopted  the 
increasing  life  and  endowment  table  of  rates,  did  you  not?  A. 
Yes,  sir. 

Q.  When  was  that  adopted?     A.  In  1896. 

Q.  What  was  the  object  of  the  adoption  of  a  table  of  endow- 
ment insurance  which  made  the  endowment  period  expire  at  age 
7&  ?  A.  The  actuary  of  the  Mutual  Benefit  —  I  will  give  you 
one  of  the  reasons — the  actuary  of  the  Mutual  Benefit  Life  In- 
surance Company  stated  publicly  that  there  were  a  number  of 
small  paid-up  endowment  policies  in  force  on  the  books  of  that 
company,  the  insured  under  which  they  were  unable  to  locate  and 
recently,  within  the  past  month,  I  received  a  little  paper  pub- 
lished by  the  ISTational  Life  Insurance  Company  of  Vermont  where 
they  advertised  a  number  of  people  who  likewise  had  small  paid- 
up  endowment  policies  in  that  company  whom  they  were  unable 
to  locate.  These  paid-up  endowment  policies  they  wanted  to 
pay  off  and  get  from  their  books,  but  they  could  not  find  the 
people,  and  how  many  small  paid-up  life  policies  they  had  which 
were  similarly  situated  nobody  could  tell.     They  may  have  them 
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on  their  books  for  a  hundred  years  after  the  people  are  dead. 
Now,  one  of  the  objects  we  had  in  fixing  the — in  making  an 
endowment  policy  at  age  80  instead  of  a  whole  life  policy  was 
to  have  a  period  of  time  fixed  definitely' in  the  contract  when  we 
could  mark  it  off  from  our  books.    Now,  another  reason 

Q.  Pardon  me.  Why  did  you  fix  that  period  at  age  80?  A. 
Well,  there  is  nothing  strange  about  that.  Some  of  the  New 
England  companies  had  fixed  that  same  period  in  preference  to 
whole  life  policies  —  the  New  England  Mutual. 

Q.  Why  didn't  you  fix  it  at  age  50?  A.  It  is  a  mere  matter  of 
judgment. 

Q.  I  know,  but  a  matter  of  judgment  with  what  object  in  view? 
A.  This  was  really  to  act  as  a  substitute  for  a  whole  life  policy. 

Q.  Exactly.  In  other  words,  it  was  to  fix  the  term  of  endow- 
ment Avhich  would  probably  dispose  of  the  policies  had  they  been 
whole  life,  but  giving  you  a  time  when  you  could  take  them  off 
your  books?  A.  Yes,  and  if  you  will  permit  me,  one  other  rea- 
son  

Q.  Go  on.  A.  It  has  been  the  custom  of  the  company  for  a 
number  of  years  past  to  announce  through  its  field  force  that  every 
person  who  had  reached  the  age  of  80,  holding  a  whole  life 
policy  iand  having  paid  not  less  than  15  years  premiums,  the 
company  would  either  pay  that  policy,  or  as  an  endowment,  or 
convert  it  into  a  fully  paid-up  life  policy,  at  the  option  of  the 
insured:  and  notwithstanding  that  that  statement  was  made  pub- 
lic and  issued  broadcast  throughout  our  field  force,  we  went 
through  our  books  recently  and  we  found  that  there  were  over 
1,400  j/eople  who  had  passed  the  age  of  80  and  had  been  entitled 
to  take  advantage  of  this  concession  who  had  not  done  so. 

Q.  That  is  to  say  1,400  people  in  your  books  not  otherwise 
accounted  for?  A.  1,400  people,  according  to  the  classification 
that  we  keep  in  our  office,  who  had  passed  the  age  of  eighty  and 
the  premiums  that  they  had  paid  out  until  they  reached  the  age 
of  eighty  are  refunded  by  the  company,  the  total  amount  of  pre- 
miums those  people  had  paid  out  after  they  passed  age  eighty 
was  in  excess  of  $12,000,  and  when  we  find  these  people  we  will 
not  only  pay  the  face  of  the  policy  as  an  endowment,  but  will  re- 
fund the  excessive  premiums  that  they  have  paid  since. 

Q.  But  you  don't  know  where  they  are?  A.  We  have  sent  out 
notices  to  our  superintendents  to  find  thera. 

Q.  You  don't  Jmow  where  they  are?    A.  No,  sir, 
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ME.  FISKE:  They  can  be  found,  of  course;  they  are  still 
paying  premiums? 

THE  WITNESS :    They  are  still  paying  premiums,  yes,  sir. 

BY  MR.  HUGHES: 

Q.  I  notice  in  each  year  you  have  a  statement  in  the  paper  of 
your  company  entitled  "Another  literal  concession  to  old  policy- 
holders of  the  Metropolitan  "  ?  A  yes,  sir. 

Q.  Which  apparently  is  in  the  same  form  annually,  and  which 
reads — the  one  that  I  have  happened  to  pick  up  relating  to  the 
year  1903 — reads  as  follows:  "  During  the  year  1903  any  person 
insured  in  the  industrial  department  of  the  Metropolitan  who  if 
eighty  years  of  age  or  over  and  who  has  paid  premiums  for  fifteen 
years  or  more  on  a  policy,  may  receive  the  face  value  of  his  or 
her  policy  in  cash,  or  if  a  full  paid-up  policy  is  preferred,  in 
order  that  the  amount  of  the  insurance  may  be  available  as  a 
burial  fund  at  the  time  of  death,  the  company  will  issue  a  paid-up 
policy  for  the  face  of  the  policy.  In  either  case  the  original  policy 
must  be  surrendered  to  the  company.  This  voluntary  conversion 
of  whole  life  policies  into  endowments  or  fully  paid-up  insurance 
is  one  of  the  most  liberal  concessions  ever  made  by  any  industrial 
company."    You  recollect  that  announcement?    A.  Yes,  sir. 

Q.  There  was  a  similar  announcement  for  1904?  A.  Yes, 
sir. 

Q.  During  the  year  1904  how  much  in  dollars  and  cents  did 
you  pay  out  under  that  concession?  A.  The  amount  of  the 
concession  itself,  Mr.  Hughes? 

Q.  No.  jSTo,  I  want  to  know  how  much  you  paid.  A.  We 
paid  $109,919. 

Q.  And  what  was  the  amount  of  the — the  amount  which  you 
estimated  or  calculated  to  be  payable  under  it?  A.  That  I  could 
not  state  from  memory. 

Q.  I  thought  a  moment  ago  that  you  were  about  to  state  some- 
thing different  from  what  I  asked  you  for,  and  I  was  going  to 
give  you  an  opportunity  of  stating  it  now,  if  that  is  a  fact.  You 
said  the  amount  of  the  concession  was  something.  ISTow,  what 
was  it?  A.  The  amount  of  the  concession,  no  sir — I  beg  your 
pardon;  I  did  not  say  anything  of  the  kind. 

Q.  Now,  then,  that  was  one  of  the  reasons  I  take  it,  that  you 
fix  this  age  80  that  you  say  that  you  wanted  to  get  the  insur- 
ance closed  up?     A.  Yes,  sir. 
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Q.  And  you  fixed  the  age  so  far — so  great  that  you  could 
fairly  treat  the  scheme  of  insurance  as  the  substantial  equiva- 
lent to  an  all  life  scheme?    A.  Yes,  sir. 

Q.  Now  in  fixing  the  premiums  upon  the  increasing  life  and 
endowment  basis,  how  did  you  make  them  compare  with  thp 
whole  life  premium — or  put  it  the  other  way A.  If  I  recol- 
lect it,  Mr.  Hughes,  the  loading  is  essentially  the  same — that  is, 
one  is  mathematically  just  about  the  equivalent  of  the  other. 

Q.  Are  they  equivalent  practically?  A.  I  think  they  are, 
yes. 

Q.  Are  the  benefits  equivalent  practically?  A.  I  should  sav 
on  the  whole  the  benefits  on  the  increasing  life  or  endowment, 
policies  are  on  the  whole  slightly  greater,  outside  of  the  en- 
dowment feature  inasmuch  as  the  increasing  annual  increase? 
after  the  lapse  of  a  little  time  will  bring  the  amount  payable 
at  death  over  the  amount  that  would  be  payable  under  a  straight- 
life  policy. 

Q.  ISTow,  in  the  infantile  endowment  table  of  rates,  ten  cents' 
a  week,  you  fix  certain  endowment  periods  for  certain  infantile 
ages?    A.  Yes. 

Q.  When  was  that  done?     A.    That  was  done  in  1896. 

Q.  Why,  for  age  2,  did  you  fix  an  endowment  period  of 
47  years?  A.  Why,  that  was  because  we  had  to  get  a  certain 
minimum  rate  of  loading  so  as  to  be  able  to  pay  the  necessary 
expenses  to  carry  on  that  insurance,  and  we  ascertained  that  this 
term  of  endowment  would  enable  us  to  do  that. 

Q.  In  other  words  if  you  had  fixed  a  twenty  year  endowment 
or  a  thirty  year  endowment  for  these  infantile  ages,  you  could 
not  have  carried  on  the  insurance  on  account  of  the  expenses 
connected  with  it?    A.  Not  for  the  same  amoimt  of  insurance. 

Q.  ISTot  for  the  same  amount?    A.  ISTo,  sir. 

BYME.  FISKE: 

Q.  Wasn't  it  because  the  amount  payable  at  death  waf 
limited  by  statute  and  all  you  could  afford  to  go  over  and  above 
that  you  put  into  the  shortening  of  endowment?  A.  That  was 
one  of  the  reasons. 

Q.  That  was  the  reason  for  fixing  this?    A.  Yes,  sir. 

BY  ME.  HUGHES : 

Q.  In  other  words  the  amount  payable  at  death  being  fixed 
by  statute,  you  fixed  the  amount  payable  on  endowment?  A, 
Yes. 
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Q.  On  M'Lat  basis?  A.  On  the  basis  of  the  Metropolitan  Ex- 
perience table. 

Q.  Your  idea  was  that  they  should  correspond  in  the  infan- 
tile cases  to  the  life  table  ?    A.  Yes,  sir. 

ME.  nSKE :  Under  that  scientific  table  he  speaks  of  there 
•would  be  a  certain  amount  payable,  to  a  child  at  a  certain  age 
for  a  certain  premium.  The  statute  forbade  us  to  pay  at  that 
age  and  we  practically  took  that  in  the  shortening  of  an  endow- 
ment instead  of  giving  it  to  them  in  cash — that  shortening  in 
endowment. 

THE  WITNESS:,  Oh,  yes,  as  compared  with  the  adult's  in- 
creasing life  or  endowment,  that  is  true. 

BY  ME.  HUGHES : 

Q.  Was  it  the  same  reason  that  you  fixed  the  period  of  68 
years  as  the  endowment  period  at  age  9  ?    A.  Yes,  sir. 

Q.  Well,  what  led  you  instead  of  taking  a  life  basis  for  in- 
fantile insurance  to  fix  any  endowment  at  all?  A.  Well,  the 
consensus  of  opinion  in  the  office  was  that  if  we  could  construct 
an  endowment  premium  that  would  be  at  all  attractive  that  it 
would  be  far  preferable  and  subject  the  company  to  much  less 
criticism  than  by  continuing  to  write  nothing  but  whole  life 
insurance. 

BY  ME.  FISKE : 

Q.  Wasn't  it  also  the  reason  and  the  main  reason  that  for  the 
premiums  that  we  charged  five  cents  a  week  we  could  not  in- 
sure them  on  life  policies  because  the  statute  would  not  permit 
the  payment  of  so  much  money  ?  A.  That  is  right  up  to  the  age 
twenty-one. 

BY  ME.  HUGHES: 

Q.  You  wanted  to  make  an  attractive  policy  ?    A.  Yes,  sir. 
Q.  You  wanted  to  get  more  insurance  ? 
A.  Yes,  surely. 

Q.  You  wanted  to  use  the  scheme  of  endowment  insurance  to- 
get  business? 
A.  Yes,  sir. 

Q.  And  you  fixed  the  term  at  68  years  age  9 — 62  years  age 
")2  years  age  7  upon  the  basis  of  what  you  could  afford  to  pay 
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during  the  months  you  were  expending  in  the  business  ?  A.  Yes, 
sir. 

Q.  Ifow,  can  you  explain  why  it  is,  in  giving  a  paid-up 
policy  for  adults  full  life^  on  the  surrender  of  an  adult  full 
life  policy  that  has  been  in  force  for  five  years,  we  should 
limit  the  payment  of  the  insurjince  to  the  case  of  death  within  a 
certain  expectation  of  life^  instead  of  giving  the  man  a 
paid-up  policy  which  shall  be  payable  whenever  he  may  die  ? 
A.  Yes,  sir.  The  reason  is  the  same  as  one  of  the  reasons  I 
stated  for  endo'WTnent  infantile  policies.  That  had  very  se- 
rious consideration  before  it  was  adopted.  These  policies 
average  one  hundred  and  forty-eight  dollars.  At  that  time 
the  average  amount  was  less  than  that.  We  kne;w  that  there 
would  be  in  the  course  of  time  an  innumerable  number  of  small 
paid-up  life  policies  issued  on  the  lives  of  persons  surrendering 
the  original  contract,  and  these  people  would  move  from  one 
place  to  another,  and  a  large  number  of  those  paid-up  policies 
would  be  lost,  people  would  die  and  no  claim  would  ever  be  made 
upon  the  company  for  payment  of  the  claim.  In  consequence  wo 
would  have  a  very  large  number  of  paid-up  policies  in  force  on 
our  books  where  the  people  were  dead  and  we  had  no  means  of 
knowing  it  and  we  have  no  authority  to  mark  those  policies  off 
from  the  book.  Now,  so  far  as  the  company  is  concerned  it  is 
immaterial  whether  those  be  made  paid-up  term  policies  for  the 
expectation  of  life,  for  a  larger  amount,  or  for  the  whole  of  life 
for  a  smaller  amount.  The  one  would  be  the  exact  equivalent  of 
the  other,  and  we  grant  whole  paid-up  policies  to-day  where  the 
insured  prefer  it,  rather  than  the  expectation  of  life  policy. 

Q.  Well,  you  do  not  grant  a  whole  paid-up  policy  where  the 
insured  prefer  it  imder  these  policies  which  bind  the  insured  to 
take  its  paid-up  policy  payable  only  in  case  of  death  within  the 
expectation  of  life. 

MR.  FISKE:   Yes,  we  do. 

A.  I  would  state  on  general  principles  that  the  whole  senti- 
ment of  the  office  always  is  to  grant  everything  to  the  insured 
-  that  can  possibly  be  granted,  and  if  there  is  no  mathematical 
difference,  as  there  is  none  in  this  case,  I  should  say  without 
positively  knowing  if  it  is  so,  that  if  a  man  expressed  a  pref- 
erence for  a  whole  life  policy 

Q.  I  am  taking  the  sentiment  of  your  company  as  reflected 
in  its  cortracts  which  it  places  before  the  insured,  and  I  want 
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to  know  the  reason  Avhy  you  make  it  a  matter  of  contract  that 
the  insured  shall  have  a  paid-up  policy  payable  only  in  the  event 
of  his  death  within  a  certain  period.  A.  That  was  the  reason, 
simply  that  we  would  have  some  authority  for  marking  the  policy 
off  from  the  books  and  canceling  it  at  a  certain  period  of  time. 

Q.  What  percentage  of  infantile  endowment  policies,  issued 
at  age  two,  mature,  that  is,  are  continued  until  the  expiration 
of  the  endowment  period?  You  have  not  had  any  such,  have 
you?     A.  No,  sir. 

Q.  Of  course  the  duration  of  the  business  will  make  it  impos- 
sible. None  of  these  infantile  endowments,  from  the  nature  of 
things,  have  matured?    A.  No,  sir. 

Q.  What  percentage  of  infantile  endowment  policies  written 
ten  years  ago  are  still  in  force  ?    A.  I  could  not 

Q.  Well,  you  stated  in  1896.  Say,  written  five  years  ago, 
are  still  in  force  ?  A.  I  cannot  tell  offhand.  Have  you  that 
statement  of  the  ratio  of  industrial  lapses  that  was  handed  in 
yesterday  ? 

Q.  Yes  (Handing  paper).  A.  While  the  ratios  of  lapses  that 
were  handed  in  yesterday  relate  to  the  total  industrial  business, 
I  think  it  would  be  fair  to  assume  that  the  figures  would  apply 
to  infantile  endowment  policies  issued,  and  assuming  this  to  be 
so,  the  ratio  in  force  after  five  years,  would  be  36.26  per  cent. 

Q.  Is  it  your  judgment  that  the  infantile  policies  persist  as 
well  as  the  adults  ?    A.  Yes,  sir. 

Q.  So  that  you  would  say  in  applying  the  average  that  about 
36  per  cent,  of  the  industrial  policies  issued  five  years  ago  at 
age  two,  and  according  to  your  method  of  arriving  at  it,  in  any 
of  these  infantile  ages,  are  still  in  existence  ?    A.  Yes,  sir. 

Q.  According  to  your  experience  with  other  industrial  pol- 
icies, how  long  will  that  36  per  cent,  continue?  A.  Of  course, 
it  vnW  gradually  decrease  by  reason  of  deaths  and  withdrawals 
each  year  thereafter. 

Q.  Yes,  and  to  what  extent  would  it  decrease?  A.  I  have  not 
the  figures  extending  beyond  the  period  of  five  years,  but  judging 
from  analogy  I  should  think  that  the  ratio  —  I  think  it  is  safe 
to  say  that  no  policies  more  than  five  years  old  after  having 
reached  age  ten  would  be  absolutely  lapsed. 

Q.  Well,  what  proportion  of  your  industrial  business  persists 
for  twenty  years  ?  A.  That  of  course,  I  could  not  state  from 
memoiy. 
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Q.  IsTot  exactly,  but  approximately?  A.  If  this  ratio  should 
average  one  per  cent,  each  year  after  the  fifth  year  that  would 
be  fifteen  per  cent,  deducted  fi'om  thirty-six,  would  leave  twenty- 
one  per  cent.  But  most  of  those  —  well  it  would  be  safe  to  say 
that  nearly  all  of  those  would  either  drop  by  lapse,  or  by  surren- 
dering for  paid-up  insurance. 

Q.  What  is  your  calculation  for  the  number  of  policies  issued 
at  the  age  two  which  will  be  in  existence  and  mature  as  endow- 
ment policies  at  the  end  of  forty -seven  years?  A.  We  never 
have  made  such  a  calculation,  but  of  course  the  ratio  would  be 
very  small. 

Q.  What  would  be  the  ratio  in  your  judgment?  A.  I  don't 
think  I  have  any  judgment  on  that  question. 

Q.  Well,  give  me  the  best  you  have. 

ME.  LINDABUEY:  He  says  he  has  not  any. 

ME.  HUGHES:  Well,  he  is  modest. 

ME.  LINDABUEY:  You  mean  you  want  him  to  guess? 

ME.  HUGHES :  No,  I  want  an  actuary's  opinion. 

THE  WITNESS :  Well,  Mr.  Hughes,  in  the  ordinary  course 
of  events,  the  privilege  of  taking  up  paid-up  insurance  and  the 
probability  of  dying,  there  would  not  be  very  many  left. 

Q.  When  you  say  there  would  not  be  very  many  left,  give  me 
your  best  impression  of  that  in  percentage  ?  A.  I  could  not  give 
that  offhand. 

Q.  Well,  some  idea.  A.  I  would  prefer  to  have  an  opportunity 
to  look  over  the  records  of  the  company  and  see  what  its  experi- 
ence has  been. 

Q.  I  know,  but  you  have  not  had  a  47  years'  experience  in 
this.^  What,  in  your  judgment,  would  persist  according  to  such 
experience  as  you  have  in  47  years,  do  you  think  it  would  be 
five  per  cent.?  A.  Mr.  Hughes,,  there  is  one  thing  the  Metro- 
politan forbids  its  men  to  do,  and  that  is  to  make  any  estimates 
in  regard  to  the  future. 

Q.  I  thought  your  entire  business  as  an  actuary  was  making 
estimates  in  regard  to  the  future?  (Witness  laughs.)  Well,  take 
age  9,  for  example,  with  an  endowment  term  of  68  years.  What 
percentage  of  the  policies  written  at  age  9,  in  your  judgment,  will 
persist  and  mature  at  the  end  of  68  years?  A.  That  of  course 
1  could  not  answer,  Mr.  Hughes. 
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Q.  Do  you  think  that  2  per  cent,  will?  A.  I  —  I  could  not 
say.  The  best  answer  that  I  can  make  to  that  question  is  that 
while  the  number  probably  would  be  very  small,  that  is  a  fact  that 
of  the  people  insured  in  the  Metropolitan  and  who  have  passed 
the  age  of  80  and  who  have  failed  to  ask  for  their  concession,  we 
have  over  1,400  of  them. 

Q.  They  were  not  insured  at  age  9  on  a  60-year  basis?  A.  I 
don't  think  they  were ;  no,  sir. 

Q.  Do  you  charge  more  for  the  endowment  feature  of  this  class 
of  insurance,  that  is,  do  you  regard  the  endowment  feature  as  a 
matter  of  value  on  which  you  fix  a  charge  in  your  payment  rates  ? 
A.  It  certainly  is  an  element  of  importance  in  determining  our 
liability. 

Q.  Will  you,  please,  state  to  what  extent  the  premium  rates  in 
the  infantile  endowment  are  increased  and  representing  a  com- 
pensation for  this  endowment  feature?  A.  Oh,  that  calculation 
has  never  been  made.  We  never  have  separated  the  contract  into 
its  two  elementary  parts  of  term  insurance  and  pure  endowment. 

Q.  But  you  had  an  infantile  whole-life  basis  before  you  had 
the  infantile  endowment?     A.  We  did;  yes,  sir. 

Q.  Have  you  got  the  table  there?     A.  Yes,  sir. 

Q.  Will  you,  please,  tell  me  what  amount  of  insurance,  at  age 
2,  could  be  obtained  by  the  payment  of  ten  cents  a  week  on  the 
whole-life  basis?     A.  Here  is  the  table — at  age  2? 

Q.  Yes.  A.  We  did  not  have  any  table  for  ten-cent  weekly 
premiums  at  age  2. 

Q.  Age  3?    A.  ISTo. 

Q.  Did  you  have  at  age  9  ?     A.  YesL 

Q.  What  was  it  at  age  9,  that  is,  what  insurance  would  ten 
cents  a  week  buy?  A.  $100  under  one  year,  $120  under  two 
years,  $140  after  two  years,  $180  after  three  years  and  $246  after 
four  years. 

Q.  And  thereafter?  A.  $246.  That  table  was  in  operation 
from  April,  1879,  until  September,  1887. 

Q.  And  was  then  a  new  table  adopted?     A.  Yes. 

Q.  What  could  be  obtained  under  that  at  age  9—1  am  speaking 
now  of  a  ten-cent  basis?  A.  $100  under  one  year,  $60  after  one 
year  and  $75  after  two  years. 

Q.  Hold  on,  pardon  me.  A.  I  beg  your  pardon,  I  am  doubling 
this,  there  is  no  ten-cent  table. 

Q.  Did  you  read  the  other  one  correctly?  A.  No,  it  ip  a  five- 
cent  basis. 
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Q.  Ecad  it  on  a  ten-cent  basis?  A.  $100  undep  one  year,  $129 
after  one  year,  $150  after  two  years,  $190'  after  three  years  aai'l' 
$230  after  fonr  years,  remaining  at  that  sum  for  the  whole  of 
life. 

Q.  The  next  scheme  was  the  infantile  endowment  scheme? 
A.  I  am  not  so  sure. 

Q.  It  was  not,  give  the  others  tliat  intervened?  A.  Here  is 
a  table  in  operation  from  January,  1896,  to  Januaiy,  1897'.  Under 
three  months,  $40;  imder  six  months,  $66;  under  nine  months, 
$100;  under  one  year,  $150,  after  one  year,  $240.  That  is  where 
the  line  of  demarcation  was  changed  from  age  12  to>  age  10. 

Q.  Is  that  whole  life  or  infantile  endowment?'  A.  Whole 
life. 

Q.  What  happened  after  $240  at  the  end  of  one  year  was  fixed, 
was  there  a  subsequent  increase? 

MR.  FISKE:  Xot  at  the  end  of  one  year,  but  two  years.  It 
remained  after  that  for  life. 

Q.  It  remained  after  that  for  life?     A.  Yes,  sir. 
Q.    XoAV,   was  the  next  the  infantile  endowment?     A.  I   am 
looking  for  it. 

]\re.  yiSKE:  It  would  not  be  there,  Mr.  Craig.  I  have  it 
here.     (Produces  paper.) 

THE  WITNESS:    Yes,  the  next  was  the  endowment. 

Q.  Head  that,  please.  A.  I  would  like  an  opportunity  of  cor- 
recting my  pre\'ious  testimony,  Mr.  Hughes-,  in  regard  to  this 
life  table  that  ran  for  one  year.  I  stated-  that  we  wrote  no  in- 
fantile policies  after  the  Ist  of  January,  189i6.  I  find  here  a 
table  that  ran  from  1896  to  1S97.  Although  there  was  an  infan- 
tile endowment  table  of  rates  which  did  go-  into  effect  on  the  6th 
of  January,  1896. 

Q.  Yes.  What  I  want  is  the  statement  of  the  rate,  so  that  we 
can  have  the  comparative  basis  completed.  A.  At  age  9  this 
would  now  be  an  endowment  policy  maturing-  in  6-0  years. 

Q.  Sixty-eight  years,  is  it  not?  A.  ISTo,  sir,  the  first  tablfe — 
this  table  only  ran  for  one  year. 

Q.  All  right,  go  ahead.  A.  Amount  payable  in  the  event  of 
death  under  three  months,  $32;  under  sii  months,  $50*;  un-der 
nine  months,  $80;  under  one  year,  $120;  after  one  year,  $220', 
with  this  proviso:     "On  each  anniversary  of  the  policy  aftfer  the 
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insuxed  reaches  twelve  years  of  age  there  will  be  added  to  the 
maximum  amount  named  in  the  above  policy  one  dollar." 

ME.  FISKE:    Annually. 

THE  WITNESS :    On  (!ach  anniversary,  I  said. 

Q.  To  repeat,  in  all  these  cases,  that  is,  in  insurance  in  this 
class,  what  has  been  stated  in  regard  to  the  rate  of  lapses  will 
be  correctly  shown  on  the  average  by  the  table  applicable  to  the 
entire  industrial  department  ?    A.  I  should  say  so. 

Q.  We  found  that  your  experience  for  1903  was  that  about 
fifty-one  per  cent:  lapsed  within  the  first  policy  year  ?  A.  Yes, 
sir. 

Q.  That  would  be  true  of  this  class  of  policies  ?    A.  Yes,  sir. 

Q.  iSTow,  what  proportion  would  mature  by  death  in  one  policy 
year?  A.  I  should  say  approximately  the  rate  stated  by  Mr. 
Hegeman  yesterday  in  the  table  that  was  printed  in  that  article 
in  the  Charities'  Review. 

Q.  Well,  that  as  I  recollect  it  was  49'  per  cent,  at  age  2  ? 

ME.  nSKE:    I  thought  you  were  asking  about  age  nine? 
ME.  HUGHES :    No,  he  recalls  this  table.    Have  you  it  there  ? 
(Paper  produced.) 

Q.  Here  is  the  table  referred  to.  ISTow,  to  make  it  clear,  take 
age  2.  51  per  cent.  I  understand  in  the  ordinary  course  of  events 
may  be  considered  as  lapsing  in  the  first  policy  year.  Now,  what 
proportion  of  the  policies  written  would  terminate  by  death  in  the 
first  policy  year?  A.  I  should  say  approximately  49  in  a  thou- 
sand'. 

Q.  4  9-10  per  cent  ?  A.  I  think  ybn  had  better  put  it  so  many 
in  a  thousand. 

Q.  Yes,  but  we  cannot  add  it  to-  the  51  per  cent,  to  see  what 
remains.     A.   Well,  say  approximately  five  per  cent., 

Q.  So  that  as  the  benefit  under  these  tables-  which  you  have 
read  increase  and  the  amount  to  be  paid  in  case  of  dteath  after 
certain  periods  becomes  greater  the  number  of  person's  insured 
upon  that  basis  of  a  given  age  at  the  time  of  insurance  dimin- 
ishes ?    A.  Yes,  sir. 

Q,  Constantly?    A.  Yes,  sir, 
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Q.  So  that  when  the  benefits  reach  their  maximum  there  is  a 
very  small  proportion  of  the  number  of  policies  written  at  a  given 
age  outstanding?     A.  Yes,  sir. 

Q.  Can  you  make  up  for  us  the  statement  we  asked  for  regard- 
ing reserves  and  such  data  as  you  can  get  with  reference  to  per- 
sistence of  policies  of  these  various  classes,  infantile  endowment 
and  infantile  increasing  life  and  endowment  tables,  so  that  we 
can  have  some  basis  for  ascertaining  the  comparative  cost  of  in- 
surance ?    A.  Did  you  ask  for  tables  of  reserve  ? 

Q.  I  asked  for  a  calculation  which  you  were  unable  to  com- 
plete or  finish  a  little  while  ago  to  your  satisfaction.  If  you 
have  that  I  want  to  break  off  your  examination  at  this  point.  A, 
And  the  one  that  Mr.  Dawson  has  ? 

Q.  Yes. 

ME.  LUS^DABUEY:  You  also  asked  him  for  another  table,  in- 
fantile endowment. 

Q.  Yes.  Just  read  in  the  present  infantile  endowment  table, 
if  you  have  not  already  done  so.  A.  The  amount  of  death  benefit 
in  the  event  of  death  occurring  in  three  months  $40.  Under  six 
months  $56.  Under  nine  months  $100.  Under  one  year  $150. 
After  one  year  $240,  with  the  provision  on  each  anniversary  of 
the  policy  after  the  insured  reaches  twelve  years  of  age  there  will 
be  added  to  the  maximum  amount  named  in  the  above  table  one 
dollar. 

Q.  Now,  the  last  age  in  the  infantile  endowment  table  is  aee 
9  ?    A.  Yes. 

Q.  And  the  benefits  are  the  benefits  at  age  nine  which  you 
have  just  read?    A.  Yes. 

Q.  Now,  if  you  will  take  the  adult's  whole  life  table  of  rates 
at  ten  cents  a  week  how  much  does  the  child  of  ten  insured  at 
that  rate  under  the  whole  life  table  receive  in  insurance  for  the 
first  year  ?    A.  $240. 

Q.  And  how  much  does  the  child  of  nine  receive  in  insur- 
tince — —  A.  I  beg  your  pardon.  That  answer  was  not  complete. 
There  is  a  provision,  one-fourth  only  of  this  amount  payable  if 
death  occurs  within  six  calendar  months  from  date  of  policy.  One- 
half  only  if  death  occurred  after  six  calendar  months  within  one 
year  and  the  full  amount  only  if  death  occurred  after  one  year. 

^  Q.  In  the  case  of  the  child  of  ten  insured  on  the  whole  life 
plan  at  the  rate  of  ten  cents  a  week,  if  be  does  within  six  calendar 
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months  from  the  date  of  policy  there  is  sixty  dollars  payable?  A. 
Sixty  dollars. 

Q.  If  he  is  insured  at  nine  under  the  infantile  endowment  table 
and  dies  within  three  months  there  is  forty  dollars  payable,  as 
against  sixty  dollars  in  the  other  case  ?  A.  You  said  six  months. 
-  Q.  But  three  is  a  part  of  six.  If  the  child  insured  in  the  in- 
fantile endowment  dies  under  six  months  the  insurance  is  $56? 
A.  Yes. 

Q.  If  insured  at  ten  under  the  adult  table  and  he  dies,  within 
six  months  that  is  in  more  than  three  months,  in  the  first  case, 
and  at  any  time  after  six  months  in  the  second  case,  sixty  dollars  ? 
A.  Yesj  sir. 

Q.  A  child  of  nine  insuring  in  the  infantile  endowment  table 
gets  an  insurance  in  case  of  death  under  nine  months  of  one  hun- 
dred dollars  ?    A.  Yes. 

Q.  A  child  of  ten  insuring  under  the  whole  life  table  in  case 
of  death  under  nine  months  gets  $120?    A.  Is  that  so? 

Q.  Well,  isn't  it?  A.  One-half  only  if  death  occur  after  six 
calendar  months  within  one  year. 

Q.  That  is  the  same  thing,  is  it  not  ?    A.  It  may  be  the  fact. 

Q.  If  he  dies  in  nine  months  he  would  get  $120,  half  of  the 
$240  ?    A.  Oh,  for  ten  cents,  yes. 

Q.  Yes,  for  ten  cents.  We  are  comparing  them  on  the  ten  cent 
basis.  The  child  after  insuring  at  age  nine,  if  he  dies  after  one 
year  gets  $240,  as  the  child  insuring  at  age  ten  does  ?    A.  Yes. 

Q.  What  is  the  reason  for  those  distinctions,  is  there  any  real 
scientific  reason  for  them  ?    A.  I  don't  know  that  there  is. 

Q.  JMy  attention  is  called  to  the  testimony  given  yesterday 
■with  reference  to  the  gains  from  surrendered  and  lapsed  poll-' 
cies.  It  appeared  in  the  testimony  of  Mr.  Hegeman  that 
in  your  gain  and  loss  exhibit  for  1904  the  total  reserves  and 
dividends  released  by  surrender  and  lapse,  appear  to  be  $4,107,- 
844,  whereas  the  surrendered  and  lapsed  values  allowed  wore 
$1,075,919,  showing  a  gain  on  surrendered  and  lapsed  policies 
of  $3,031,925.  I  am  requested  to  ask  you  with  regard  to  that 
amount  of  $4,107,844,  whether  that  is  an  accumulation  from 
premiums  or  not?  A.  Not  all  of  the  three  million  dollars  re- 
ported as  saved  from  cancelled  reserves  in  1904  was  in  the  in- 
dustrial department.  The  amount  in  the  industrial  department 
was  $2,009,424.70.  The  sum  docs  not  represent  a  profit  made 
bv  the  company  from  lapses  nor  does  it  represent  cash  received 
by  the  company  fforo  lapsed  policyholders,     Jt  i?  a  credit  aiis- 
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ing  frcrin  the  relase  of  statutory  reserves  on  policies  lapsed  duriiTg 
the  year.  It  was  in  fact  a  repayment  of  this  credit  of  amounts 
contributed  by  the  general  funds  of  the  company  in  previous 
years  to  make  up  the  deficiency  in  statutory  reserves  arising  by 
the  fact  that  the  premiums  paid  were  not  sufficient  to  make  up 
that  reserve  after  paying  expenses  and  death  claims.  No  such" 
sum  was  received  from  the  policyholders  whose  policies  were 
lapsed  during  the  last  five  years.  Each  one  of  those  years  showed 
in  1904  that  not  enough  premiums  had  been  received  to  pay  death 
claims,  expenses  and  make  up  the  reserve.  The  reserve  had 
to  be  made  up  out  of  the  general  fund  of  the  company.  ISTor 
was  it  true  that  this  two  million  dollars  represented  cash  received 
from  the  policyholders  whose  policies  were  cancelled  in  previous 
years.  In  part  it  undoubtedly  arose  from  profits  made  on  per- 
sisting business.  Policies  which  lapsed  a^ter  having  been  in 
force  more  than  five  years  received  paid-up  policies  or  extended 
insurance,  using  up  in  each  case  at  least  83  per  cent,  of  the 
reserve.  So  that  this  credit  for  cancelled  reserve  does  not  repre- 
sent cash  money  forfeited  by  cancelled  policies.  It  is  a  mere 
credit  as  against  advances  made  by  the  company  in  previous 
years  out  of  its  general  fund.  These  profits  received  from  the 
policyholders  who  have  persisted  long  enough  to-  make  up  their 
reserve  are  accumulated  by  the  company  and  are  in  part  the 
source  of  the  cash  dividend  voluntarily  paid  on  industrial  policies 
which  do  not  call  for  dividends.  As  stated  before,  we  keep 
down  our  surplus  to  ten  per  cent,  of  our  assets,  by  paying  these 
dividends. 

Q.  I  understand  that  the  amount  of  $4,107,844,  mentioned 
as  the  reserve;  and  dividends  released  by  surrendered  and  lapsed 
policies  was  the  amount  which  figured  as  a  liability  of  your 
company  by  reason  of  those  policies  which  Avere  surtendered 
and  lapsed  and  which  consequently  was  released  by  the  sur- 
render and  lapse  or  discharged  as  a  liability.  A.  Yes,  sir,  but 
a  large  part  of  the  liability  was  made  up  from  the  general  funds 
of  the  company  and  not  from  the  accumulations  of  premiums 
received  from  the  policyholders  of  the  policies  which  lapsed. 

Q.  I  understand,  but  as  against  the  policies  which  lapsed 
there  have  been  included  in  the  statement  of  the  liabilities  of 
the  company  an  amount  of  $4,107,844?  A.  That  is  true.  That 
was  the  statutory  reserve  which  the  company  was  compelled 
to  put  up. 

Q.  Now   when   these  policies   surrendered   and   lapsed   upon 
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the  total  of  them  there  was  paid  otit  by  yooir  company  $1,0Y5,- 
910,  which  left  as  a  gain  to  the  surpkis  account  by  reason  of  the 
discharge  of  the  liability  over  and  above  the  amount  paid  upon 
such  discharge,  the  sum  of  $3,031,925?  A.  Technically  that  is 
true,  but  the  fact  remains 

Q.  You  have  explained  the  mat.^r.  A.  Yes. 

Q.  That  is  the  fact?     A.  Yes. 

Q.  Now  then  when  that"  three  million  dollars  resulted  as  a  gain 
in  that  manner  after  taking  out  all  other  elements  of  gain  m 
your  business  and  all  elements  of  losses  by  reason  of  the. rate  of 
mortality,  the  net  gain  for  the  year  exclusive  of  the  increase 
in  market  value  was  $2,620,681,  which  went  to  the  increase  of 
your  surplus  ?     A.  Technically  that  is  true. 

ME.  HUGHES:  That  is  all  for  the  present,  we  will  have 
you  a  little  later. 

MICHAEL  E.  MULLANEY,  called  as  a  witness  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES : 

Q.  Where  is  your  residence,  Mr.  MuUaney?     A.  Albany. 

Q.  Where  do  you  live  in  Albany?     A.   616  Madison  avenue. 

Q.  How  long  have  you  lived  there  ?     A.  About  four  years. 

Q.  What  do  you  do  ?     A.  Take  care  of  that  house. 

Q.  Who  employs  you?     A.  Mr.  Fields. 

Q.  Andrew  C.  Fields?     A.  Yes.     Andrew  C.  Field. 

Q.  How  long  have  you  been  employed  by  him?     A.  15  or  16 

years. 

Q.  How  long  have  you  taken  care  of  the  house  in  Albany  ? 
A.  About  four  years.     This  is  the  fourth  year. 

Q.  How  long  have  you,  for  Mr.  Fields,  taken  care  of  that 
place  that  he  had  as  his  residence  in  Albany?  A.  About  10 
years  I  think. 

Q.  When  did  you  last  see  Mr.  Fields?     A.  About  two  months 

go. 
Q.  Where  did  you  see  him  ?     A.  Albany. 
Q.  Have  you  heard  from  him  sintfe  ?     A.  E"o,  sir.^ 
Q.  Had  any  communication  from  him  ?     A.  No,  sir. 
Q.  Are  you  taking  care  of  the  house  now  ?     A.  Yes,  sir. 
Q.  Who  lives  there  ?     A.  I  live  there  with  my  family. 
Q.  Who  pays  your  wages  ?     A.  Mr.  Fields. 
Q.  Does  he  pay  them  now  ?    A.  Mr.  Carpenter  usually  pays  me. 
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Q.  Has  Mr.  Carpenter  being  paying  you  recently?  A.  He 
has. 

Q.  Eight  up  to  date  ?     A.  Well,  not  up  to  date. 

Q.  Within  what  time  ?     A.  Up  to  the  1st  of  September. 

Q.  Who  buys  supplies  for  the  house  ?     A.  I  do. 

Q.  And  where  do  you  get  the  money  to  pay  for  them?  A. 
I  get  it  from  Mr.  Fields  or  Mr.  Carpenter. 

Q.  What  traveling  have  you  done  for  the  Mutual  Life  Insur- 
ance Company  ?     A.  Up  and  down  from  !N"ew  York. 

Q.  What?  A.  Carried  messages  back  and  forth  from  iN'ew 
York  for  Mr.  Fields. 

Q.  How  often  have  you  done  that  ?  A.  Several  times.  A 
great  many  times. 

Q.  I>o  you  get  paid  for  it?     A.  Yes,  sir. 

Q.  Who  pays  you  ?  A.  Mr.  Fields  would  give  me  the  money 
back. 

Q.  How  much?     A.  Whatever  the  amount  might  be. 

Q.  What  was  it  the  last  time  you  remember  it?  A.  I  cannot 
recall  what  it  was. 

Q.  Have  you  made  any  other  trips  for  the  Mutual  Life  Insur- 
ance Company  except  in  coming  down  to  New  York?  A.  That 
is  all. 

Q.  When  did  you  last  get  any  money  for  traveling  expenses? 
A.  I  don't  remember  when. 

Q.  Well,  have  you  had  any  this  year  ?     A.  I  think  so. 

Q.  What  ?     A.  Yes,  sir. 

Q.  When  ?     A.  Some  time  during  the  year. 

Q.  How  long  ago  ?     A.  I  could  not  tell  you. 

Q.  How  much  was  it  ?     A.  I  don't  know. 

Q.  Was  it  $100?    A.  I  could  not  tell  that. 

Q.  Was  it  $50?    A.  I  don't  know. 

Q.  What  is  the  nearest  amount  ?    A.  I  have  no  id_f a  just  now. 

Q.  Was  it  any  large  sum  or  small  sum?  A.  Whatever  the 
amount  was  I  told  Mr.  Fields  and  he  had  Mr.  Carpenter  give 
me  the  money. 

Q.  How  long  a  time  did  it  cover  ?    A.  I  could  not  tell  that. 

Q.  What?  A.  I  could  not  tell  that.  I  kept  a  memorandum 
of  what  money  I  spent  and  gave  it  to  him. 

Q.  How  often  did  he  pay  you,  every  month  or  every  two 
months  or  every  week  ?  A.  He  might  pay  me  every  month  or 
two  months  or  three  mouths  at  times, 


Testimony  of  Michael  E^  Mullaney.  2005 

Q.  What  did  he  do  in  fact?  A.  Whatever  money  I  spent  I 
gave  him  a  memorandum  of  it  and  he  told  Mr.  Carpenter  to  re- 
imburse me  or  gave  me  the  money  himself  at  times. 

Q.  When  did  he  give  you  the  money  himself  ?    A.  Any  time. 

Q.  What?    A.  Any 'time. 

Q.  How  long  ago?    A.  I  could  not  tell  you  that. 

MR.  HUGrHES :  Let  me  have  the  voucher,  please,  of  January 
18,  1905? 

(Paper  produced.) 

Q.  (Handing  paper.)     Is  that  your  signature?    A.  Yes. 

MR.  HUGHES :  I  offer  the  voucher  in  evidence. 

(Paper  marked  Exhibit  321.) 

Q.  Did  you  get  that  money  ?    A.  Yes,  sir. 

Q.  Who  gave  it  to  you  ?    A.  Why,  Mr.  Carpenter,  I  believe. 

Q.  What  was  it  for  ?  A.  Why,  it  was  for  money  I  had  spent, 
money  advanced  me  and  my  wages  and  whatever  I  spent  it  for. 

Q.  Can  you  give  me  any  better  idea  than  that?  A.  ISTo,  sir; 
that  is  what  I  used  it  for,  supplies  and  wages  and  anything  that 
Mr.  Fields  directed  me  to  use  it  for. 

Q.  Was  it  for  travel?    A.  Part  of  it  was,  I  believe. 

Q.  How  much  of  it?    A.  I  could  not  tell  that. 

Q.  Can  yoiT  tell  within  some  reasonable  amount?  A.  N'o,  I 
could  not. 

Q.  How  many  times  had  you  been  down  to  New  York  for 
Mr.  Fields  between  October,  1904,  and  January,  1905?  A.  I 
don't  remember. 

Q.  Had  you  been  do^TO  at  all  ?    A.  I  believe  so  —  sure. 

Q.  Whom  did  you  see  when  you  came  down  here?  A.  Mr. 
Fields  and  Mr.  Carpenter. 

Q.  Have  you  been  down  a  dozen  times?  A.  I  could  not  tell 
that. 

Q.  Did  you  come  every  week?     A.  No. 

Q.  Did  you  come  every  two  weeks"?  A.  I  came  only  when  he 
sent  for  me. 

Q.  (Question  repeated.)    A.  No. 

Q.  Did  you  come  every  three  weeks?    A.  I  could  not  tell. 

Q.  How  many  times  a  month  did  you  come  ?  A.  Only  when 
I  was  sent  for. 
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Q.  Did  you  oome  every  month  ?    A.  I  don't  know. 

Q.  What?  A.  I  don't  reinemher  whether  it  was  monthly •^- 
whcncver  he  sent  I  came. 

Q.  You  can  recollect  whether  you  came  as  often  as  once  a 
month  ?    A.  No,  I  cannot. 

Q.  Did  you  come  half  a  dozen  times  in  the  fall  of  last  year? 
A.  T  don't  remember. 

Q.  But  you  know  you  did  not  come  as  often  as  once  a  week? 
A.  JSTo,  sir,  I  did  not. 

Q.  You  know  you  did  not  come  as  often  as  once  a  fortnight? 
A.  T  don't  remember;  I  only  came  when  I  was  ordered  to  come. 

JMTi.  HUGHES:  Let  me  see  the  blotter,  if  you  please,  of  the 
Mutual  Life,  January  18,  1905  ? 

(Blotter  produced.) 

ME.  HUGHES  :  I  offer  in  evidence  the  entry  on  that  blotter  of 
the  Mutual  Life  Insurance  Company  showing  the  following: 

"January  18,  1905,  M.  E.  MuUaney,  traveling,  $550." 

MR  HUGHES :    Will  you  kt  me  have  the  voucher,  please  ? 

MR.  BECK :  Kindly  ask  the  witness  whether  or  not  he  did  not 
frequ(-ntly  buy  tickets  for  Mr.  Fields  in  his  various  trips. 

Mil.  HUGHES:  That  is  a  good  suggestion.  I  will  ask  the 
witness  that.     Did  yoti  buy  tickets  for  Mr.  Fields  ? 

THE  WITNESS:    Yes,  sir. 

Q.  Where  did  you  get  the  money  to  pay  for  them  ?  A.  I  gen- 
erally had  money  and  paid  for  them  out  of  my  pockets. 

Q.  How  often  did  you  do  that  ?     A.  Every  week. 

Q.  Where  was  Mr.  Fields  going  when  you  bought  tickets  for 
him?     A.  To  New  York. 

Q.  How  often  was  Mr.  Fields  in  Albany  last  fall  when  the  Legis- 
lature was  not  in  session  ?     A. .  He  was  not  there. 

Q.  He  was  not  there  then.  Did  you  buy  any  tickets  for  him 
last  fall  ? .  A.  Not  that  I  remember. 

Q.  Now,  prior  to  January  13,  1905,  had  you  bought  any  tickets 
for  him — I  mean  within  the  last  two  or  three  months  ?     A.  When  ? 

Q.  Prior  to  January  13,  1905  ?     A.  I  don't  remember. 

Q.  When  did  Mr.  Fields  go  to  Albany  in  the  last  session?  A, 
First  of  January. 
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Q.  First  of  January  ?     A.  About  that  time. 

Q.  Aiid  be  had  not  been  in  Albany  before  for  how  long  a  time  1 
A.  I  don't  know  how  long. 

Q.  Well,  for  several  months,  wasn't  it?     A.  I  don't  know. 

Q.  He  was  not  there  during  the  summer  of  1904,  was  he  ?  A. 
No,  sir. 

Q.  Nor  during  the  fall  of  1904?     A.  I  don't  know. 

Q.  You  don't  remeinbfir  of  seeing  him  there  ?     A.  No,  I  do  not. 

Q.  Or  prior  to  the  meeting  of  the  Legislature  the  first  of  Janu- 
ary, 1905  ?     A.  No,  sir. 

Q.  And  he  left  when  the  Legislature  adjourned,  or  about  that 
time,  in  the  end  of  the  "session  of  1904  ?     A.  Yes,  sir. 

Q.  That  was  his  usual  practice,  wasn't  it  ?     A.  Yes,  sir. 

Q.  And  when  you  bought  tickets  for  him  from  time  to  time  it 
was  during  the  session  of  the  Legislature,  wasn't  it?     A.  Yes,  sir. 

Q.  How  many  times  have  you  done  that?     A.  About  every 

week. 

C^i.  About  every  week — did  you  go  down  to  the  ticket  office  and 
he  would  not  give  you  any  money— did  he  ever  give  you  any  cash  ? 
A.  Oh,  yes,  at  times, 

Q.  Every  once  in  a  while  he  would  give  you  some  money?  A. 
Whenever  J  gave  him  a  memorandum  of  what  I  had  spent  he  would 
have  11.  Carpenter  give  it  back  to  me. 

Q.  What  was  the  amount  of  your  wages  ?  A.  Seventy-five  dol- 
lars a  month. 

(I  I  show  you  a  batch  of  vouchers  and  ask  you  if  your  signature 

is  on  those  vouchers  ?     A.  Yes,  sir. 

Q.  Did  you  receive  the  money  mentioned  in  those  vouchers  ?     A. 

Yes,  sir. 

Q.  Prom  whom  ?    A.  Mr.  Carpenter. 

MK.  HUGHES:  I  offer  these  vouchers  in  evidence.  I  will 
read  upon  the  record  the  substance  of  them. 

(Vouchers  marked  Exhibits  321, to  338,  inclusive.) 

EXHIBITS  No.  321  TO  No.  338,  INCLUSIVE. 
ME.  HUGHES:    March  7,  1900,  $198.67. 

April  2,  1900,  $620.00. 
October  4,  1901,  $180.00, 
February  8,  1901 
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One  moment,  there  is  one  of  January  16,  1901,  of  $1,025. 
Have  you  got  that?  The  voucher  date — that  may  not  be  the 
voucher  date,  but  it  is  the  blotter  date  and  the  date  of  the  stand 
book.  Have  you  the  blotter  of  1901  here  (indicating  on  book)  2 
There  it  is,  January  16,  sundries,  $1,025. 

(Voucher  produced. ) 

Q.  That  is  also  your  signature  ?    A.  Yes,  sir. 
Q.  You  had  that  money  ?    A.  Yes,  sir. 

MR.  HUGHES :  The  voucher  is  dated  January  7,  1901,  that 
date  being  the  blotter  date — $1,025. 

February  8,   1901 $150.00 

October   16,    1901 250.00 

October   30,    1901 150.00 

January  31,    1902 275.00 

March      28,    1902 609.97 

.     April  24,  1902 150.00 

Jime  2,  1903 350.00 

September  30,  1902 .' 150.00 

January  24,  1903 350.00 

June  30,  1903 225.00 

November  2,  1903 150.00 

December  18,  1903 275.00 

February  11,  1904 225.00 

December  1,  1904 230.74 

March  15,  1904 175.00 

MR.  HUGHES:  Have  you  the  voucher  of  July  12,  1905? 
Never  mind;  we  won't  wait  over  that. 

Q.  Are  you  a  lawyer?    A.  No,  sir. 

Q.  Have  you  ever  rendered  any  legal  services  to  the  Mutual 
Life  Insurance  Company?    A*.  No,  sir. 

Q.  I  show  you  vouchers  of  June  30,  1903,  signed  by  you,  $225 
for  legal  services  in  full  to  date.  What  was  that  money  paid  to 
you  for  ?  A.  That  was  wages,  I  suppose,  and  what  I  had  spent 
for  Mr.  Fields,  in  connection  with  Mr.  Fields. 

Q.  Do  you  know  of  anything  special  it  was  for  outside  of  your 
ordinary  employment  ?     A.  That  was  all. 

Q.  As  caretaker  of  this  house  ?    A.  That  is  alL 
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Q.  I  show  you  voucher  of  November  2,  1903,  of  one  hundred 
and  fifty  dollars  on  account  of  legal  services.  Do  you  make  tho 
same  answer  to  that  question  ?    A.  Yes,  sir. 

Q.  And  I  call  your  attention  to  the  fact  that  December  18th 
voucher,  $275,  and  February  11,  1904,  voucher,  for  $225,  and 
March  15,  1904,  $175,  are  all  stated  to  be  for  legal  services  or 
legal  expenses  and  services.  Do  you  make  the  same  answer  t(. 
those?    A.  Yes,  sir. 

ME.  BEOK:  Mr.  Hughes,  pardon  me  a  moment.  You  will  re- 
member the  testimony  that  all  the  expenses  of  the  house  at  Albany 
were  charged  to  legal  expenses  because  they  were  in  aid  of  the 
work  of  the  Law  Department  of  the  company  in  defeating  obnox- 
ious legislation. 

ME.  HUGHES:   These  are  for  legal  services? 

ME.  BECK:  I  am  only  giving  you  the  explanation  of  those 
charges  there  on  the  books  of  the  company  for  legal  expenses. 

ME.  HUGHES:  ISTo;  that  was  a  mistake.  Those  are  the  ones 
that  I  have  just  referred  to. 

Q.  Is  there  anything  special  in  regard  to  these  particular  sums 
which  were  received  as  stated  for  legal  services,   or  were  the  " 
moneys  paid  you  for  the  same  services  that  you  have  described 
as  caretaker  of  the  house  and  buying  supplies  and  paying  out 
moneys  for  Mr.  Fields ?     A.  That  is  all. 

Q.  That  is  all  you  ever  did?     A.  That  is  all. 

Q.  Do  you  know  why  in  some  cases  you  sign  vouchers  for 
amounts  received  for  legal  services  and  in  other  cases  you  sign 
vouchers  simply  referring  to  services?     A.  I  do  not. 

Q.  Was  it  ever  explained  to  you  why  you  should  sign  a  voucher 
for  legal  services?  A.  No,  sir.  The  voucher  was  made  and 
handed  to  me. 

ME.  HUGHES:  Now,  if  there  is  any  explanation  of  these 
items  paid  to  Mr.  Mullaney  which  sums  appear  charged  to 
sundries  sometimes  and  sometimes  to  travelling,  and  sometimes 
to  legal  expenses,  why  of  course,  we  will  be  glad  to  have  it  made. 
As  a  matter  of  fact  it  does  not  appear  according  to  the  blotter  that 
thev  are  all  under  law  expenses  —  only  those  that  I  bave  men- 
tioned. I  will  state  that  from  an  examination  of  the  blotter, 
subject  to  any  correction  on  examination,  the  company  may  de- 
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sire  to  make,  that  I  am  advised  that  the  amounts  shown  by  these 
vouchers  from  March  14,  1900,  to  November  29,  1900,  those 
being  the  blotter  dates,  and  not  exactly  corresponding  to  the 
voucher  dates,  appear  under  the  head  of  sundries  —  January  31, 
1903,  to  December  Y,  19'04,  those  being  the  blotter  dates,  under 
the  head  of  legal  expenses  or  law,  and  the  voucher  of  January  18, 
1905,  under  the  head  of  traveling. 

Q.  Who  were  living  at  the  house  last  year?  A.  Mr.  Car- 
penter and  Mr.  Fields. 

Q.  Who  else  have  you  seen  there?  A.  That  is  all  the^  were 
there  last  year. 

Q.  Living  there.     You  know  P.  F.  Dutcher?     A.  Yes,  sir. 

Q.  Was  he  there  from  time  to  time?  A.  I  don't  believe  he 
was  ever  there. 

Q.  How  recently  were  you  in  Dobbs  Ferry?  A.  Two  weeks 
ago.  7l. 

Q.  What  were  you  there  for?     A.  Just  dropped  over  there. 

Q.  What  for?  A.  I  got  some  friends  there,  just  stopped  over 
and  seen  them. 

Q.  Were  you  there  on  business  for  Mr.  Fields?     A.  No,  sir. 

Q.  Did  you  arrange  to  have  his  stable  repaired?     A.  No,  sir. 

Q.  What  have  you  done  with  reference  to  the  Albany  house 
recently — -have  you  been  putting  in  supplies  recently?  A.  Noj, 
sir,  none. 

Q.  There  have  been  reports  that  something  has  been  done  in 
the  way  of  furnishing  it?     A.  Not  a  bit,  sir. 

Q.  Anything  of  that  sort  true?     A.  No,  sir. 

Q.  State  within  the  last  five  years  who  have  lived  in  the 
bouse  with  Mr.  Fields  at  different  periods?  A.  Mr.  Carpenter 
and  Senator  McClelland  lived  there  one  winter,  that  is  all. 

Q.  Anybody  else  ?     A.  No,  sir. 

Q.  Back  of  that,  anybody?  A.  No,  sir,  not  in  that  house  in 
five  years. 

Q.  I  mean  during  that  period  at  any  time  ?  A.  I  don't  believe 
there  was. 

Q.  Is  Mr.  Carpenter  still  in  charge  of  the  house?  A.  Yes, 
sir. 

Q.  Do  you  know  Mr.  Fepps  of  the  Supply  Department  of  the 
Mutual  Life?    A.  Yes,  sir. 

Q.  Does  he  frequently  go  to  Albany  to  see  Mr.  Fields?  A, 
No,  sir. 
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Q.  Are  you  in  communication  with  Mr.  F.  ?  A.  I  see  him 
once  in  a  -while;  never  in  any  communication  with  him. 

Q.  How  recently  have  you  seen  him?    A.  To-day. 

Q.  Is  he  here  ?     A.  I  believe  he  is. 

Q.  Who  is  Mr.  P.  F.  Butcher?  A.  He  is  brother-in-law  of 
A.  C.  Fields. 

Q.  Is  he  in  the  livery  stable  business  with  Mr.  Fields  in  Dobbs 
Ferry?    A.  I  don't  know. 

MR.  HUGHES:  Will  you  let  me  have  the  vouchers  of  Mr. 
Butcher,  if  you  please  —  P.  F.  Butcher,  February  4,  1903? 

Q.  Is  Mr.  Butcher  a  lawyer  ?    A.  No,  sir,  I  guess  not. 
Q.  Bo  you  see  Mr.  Butcher  in  Albany  from  time  to  time? 
A.  No,  sir. 

ME.  HUGHES:  I  offer  in  evidence  a  voucher  dated  January 
14,  1903. 

(Voucher  marked  Exhibit  339  and  read  by  Mr.  Hughes.) 

Q.  Bid  you  ever  make  any  payments  on  behalf  of  Mr.  Fields 
to  any  person  except  in  buying- supplies  or  in  buying  tickets? 
A.  No,  sir. 

Q.  Bid  you  ever  carry  any  money  from  Mr.  Fields  from  New 
York  to  Albany  ?     A.  No,  sir. 

JOHN  R.  HEGEMAN,  resumed. 

BY  MR.  HUGHES: 

Q.  I  want  to  read  to  you  Section  55  of  the  Insurance  Law. 

"  No  policy  of  insurance  shall  be  issued  upon  any  property  ex- 
cept upon  the  application  and  in  the  name  of  some  person  having 
an  interest  in  the  "property. 

"  No  policy  or  agreement  for  insurance  shall  be  issued  upon 
the  life  or  health  of  another  or  against  loss  by  disablement,  by 
accident,  except  upon  the  application  of  the  person  insured;  but 
a  wife  may  take  a  policy  of  insurance  upon  the  life  or  health 
of  her  husband,  or  against  loss  by  his  disablement  by  accident. 
An  employer  may  take  out  a  policy  of  accident  insurance  cover- 
ing his  employees,  collectively,  for  the  benefit  of  such  as  may  be 
injured,  and  a  person  liable  for  the  support  of  a  child  of  the  age 
of  one  year  and  upward,  may  take  a  yearly  renewable  term  policy 
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of  insurance  thereon,  the  amount  payable  under  which  may  be 
made  tc  increase  with  advancing  age,  and  which  shall  not  exceed 
the  sums  specified  in  the  following  table,  the  ages  wherein  speci- 
fied, being  the  age  at  time  of  death,  and  which  after  the  age  of 
thirteen  may  become  an  ordinary  life  policy  for  an  amount  not 
exceeding  the  sum  specified  in  the  table: 

Between  the  ages  of  one  and  two  years i. . . .     30  years 

Between  the  ages  of  two  and  three  years.  .■ 34  years 

Between  the  ages  of  three  and  four  years 50  years 

Between  the  ages  of  four  and  five  years 48  years." 

And  so  on,  different  amounts  being  given  for  different  ages. 

The  section  concludes  with  this  provision:  "With  respect  of 
insurance  heretofore  or  hereafter  by  any  person  not  of  the  full  age 
of  21  years  but  of  the  age  of  15  years  and  upwards  affected  upon 
the  life  of  such  minor  for  the  benefit  of  such  minor,  or  for  the 
benefit  of  the  father,  mother,  husband,  wife,  brother  or  sister 
of  such  minor,  the  assured  shall  not  by  reason  of  such  minority 
be  deemed  incompetent  to  contract  for  such  insurance  or  for  the 
surrender  of  such  insurance  or  to  give  a  valid  discharge  for  any 
benefit  accruing  or  for  money  payable  under  the  contract."  Has 
the  question  been  taken  up  by  your  company  with  your  counsel 
as  to  the  right  of  the  company  to  issue  policies  upon  applications 
of  persons  liable  for  the  support  of  children  of  the  age  of  one  year 
and  upwards  and  under  the  age  of  14,  except  as  yearly  renewable 
term  policies  ?  A.  The  question  has  been  taken  up  as  to  whether 
our  practice  was  in  conformity  with  the  law  and  I  have  always 
understood  that  it  was. 

Q.  Have  you  taken  advice  with  reference  to  your  endowment 
schemes  of  insurance  and  the  permissibility  of  insurance  for  ages 
between  2  and  13  except  upon  a  yearly  renewable  term  basis'^ 
A.  I  have  no  clear  remembrance  of  discussing  that  matter  with 
counsel. 

Q.  Have  you  any  opinions  from  your  counsel — any  formal 
opinions  upon  that  matter  ?     A.  I  have  not. 

Q.  Mj  point  was  more  to  ascertain  whether  it  had  been  a 
subject  of  consideration  upon  which  you  had  reached  a  deliberate 
conclusion  or  simply  that  the  matter  had  not  been  called  to  your 
attention?  A.  I  should  say  that  it  was  a  subject  which  we  had 
deliberately  determined  upon. 
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Q.  Do  you  happen  to  have  in  mind  the  basis  for  the  conclusion 
that  you  reached  ?  A.  As  to  when  such  consultations  were  held 
or  with  whom  ? 

Q.  No,  as  to  the  grounds  of  the  result  of  the  conclusion?  A.  I 
have  not ;  I  have  not. 

Q.  Is  it  a  fact  that  the  agents  of  the  Metropolitan  Life  Insur- 
ance Company  hold  out  the  Metropolitan  Life  as  practically  a 
mutual  company  ?     A.  ISTot  to  my  knowledge ;  I  never  heard  of  it. 

Q.  Are  they  not  encouraged  so  to  do  ?     A.  No. 

Q.  Are  you  acquainted  with  the  statements  contained  in  the 
bulletin  that  I  now  show  you  under  date  of  August  16,  1905 — is 
that  written  with  the  authority  of  the  company?  A.  I  was  not 
in  the  company  when  that  was  written. 

Q.  But  it  is  an  official  paper  ?     A.  Written  by  Mr.  Fiske. 

Q.  I  call  attention  to  the  statements  in  this  bulletin  No.  449, 
part  of  which  I  will  read  in  evidence. 

(Paper  marked  Exhibit  340.) 

ME.  HUGHES  (reading):  "Our  watchword  first,  last  and  all 
the  time,  the  business  in  every  respect  beyond  reproach.  The 
Metropolitan  Life  Insurance  Company,  the  company  of  the  people, 
by  the  people,  for  the  people.  Bulletin  449,  August  26,  1905,  in- 
dustrial department,  to  the  agents.     Gentlemen:" 

I  will  omit  the  first  paragraph,  the  second  paragraph  is  as 
follows:  "Most  of  the  advice  given  to  you,  Messrs.  Agents,  is 
as  representatives  of  the  company  and  you  are  virged  to  be  faith- 
ful and  true  to  its  interests,  to  uphold  its  good  name,  to  push  for- 
ward its  banner.  All  good  advice.  But  turn  about  now,  and 
look  at  your  position  as  the  agents  and  representa- 
tives of  the  policyholders  and  of  the  insurable  pub- 
lic. These  you  are  in  a  very  true  sense.  Nobody 
is  closer  to  the  people  than  you.  You  are  a  visiting  friend,  call- 
ing once-  a  week,  admitted  to  the  home  circle,  acquainted  with 
husband,  wife  and  children,  know  their  ages,  habits,  manner 
of  living,  income,  pleasures,  griefs.  In  death  you  come  very  near 
and  are  looked  upon  as  a  benefactor.  You  share  in  their  pros- 
perity and  feel  their  adversity  almost  as  soon  as  they  do.  You 
do  them  a. good  turn;  but  on  the  other  hand  you  get  your  reward, 
for  they  support  you.  You  serve  us  and  they  pay  us.  It  is  their 
money  which  has  built  up  this  great  company.  In  fact  the  policy- 
holders are  the  Metropolitan  and  ;^ou  and  we  at  the  home  office 
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are  like  their  agents  for  the  Metroixditan  is  practically  a  mutual 
company,  and  it  is  managed  in  the  interests  of  the  policyholders 
alone."  ISTow,  isn't  it  a  fact  that  that  statement  that  the  Metropoli- 
tan is  practically  a  mutual  company  and  stands  for  the  policy- 
holders and  managed  in  the  interests  of  the  policyholders  prac- 
tically the  same  as  a  mu'tual  company  is  managed,  goes  through 
the  country  as  the  statement  of  the  agents  or  with  official  au- 
thority?   A.  I  would  not  say  that  it  did. 

Q.  Have  you  taken  any  steps  in  your  literature  to  call  atten- 
tion' to  the  fact  that  it  is  really  a  stock  company  accumulating 
its  surplus  for  the  benefit  of  stockholders  except  as  to  a  small 
amount  of  insurance  which  participates  and'  such  gratuities  as  you 
may  see  fit  to  give  to  industrial  policyholders — in  other  words 
iTpon  what  basis  do  you  solicit  business,  as  a  stock  company  in 
business  for  profit  or  as  a  mutual  company  in  bxisiness  to  malce 
money  which  will  go  to  the  policyholders?  A.  We  do  not  have 
to  do  it  for  either. 

Q.  Do  you  take  either  position?  A.  No.  We  assume  that 
our  agents  tell  the  truth  about  it,  and  there  is  nothing ,  in  our 
manuals  to  them  which  says  that  the  company  is  anything  else  ex- 
cept what  it  is.  They  know  the  provisions  of  the  policies,  the 
policyholders  receive  them;  they  are  clear  and  explicit;  there  is 
nothing  in  those  policies  that  promises  or  provides  expressly  or 
impliedly  for  dividends. 

Q.  Of  course  you  are  aware,  Mr.  Hegeman,  that  the  great 
number  of  people  who  insure  on  the  industrial  basis  have  not 
had  quite  the  advantages  in  education  that  the  people  have  who 
insure  in  most  of  the  old  line  companies;  is  no.t  that  so?  A.  That 
may  be  so,  Mr.  Plughes. 

ME.  MILBURN:    They  have  a  vote. 

Q.  It  is  a  little  more  difficult  for  them  to  understand  tech- 
nical phraseology  of  a  contract,  perhaps,  than  many  others? 
A.  There  is  no  technical  phraseology  in  the  industrial  contracts. 

Q.'  Well,  phraseology  which  is  technically  expressed  in  the 
sense  that  it  is  expressed  in  concise  and  legal  lang-uage?  A. 
And  then  every  industrial  policyholder  has  his  policy  in  his 
possession  for  a  certain  length  of  time,  and  there  is  no  compul- 
sion for  him  to  keep  it.  After  he  looks  it  over  and  finds  it  does 
not  agree  with  what  was  told  him  by  the  agent,  he  has  the  right 
to  tui'n  it  over  and  get  back  what  money  he  has  paid  in. 
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Q.  Have  you  participated  in  any  effort  to  prevent  legislation 
which  you  deemed  obnoxious  to  your  company's  interest?  A. 
No,  sir. 

Q.  Has  your  company  ever  spent  any  money  for  the  purpose  of 
preventing  the  passage  of  proposed  hills  in  any  legislature?  A. 
Except  in  the  retaining  of  counsel  to  appear  hefore  committees, 
and  to  represent  the  company's  interest. 

Q.  Are  the  amounts  which  are  expended  for  that  purpose 
charged  for  legal  expenses?     A.  Always. 

Q.  iN'ot  charged  in  any  other  account?    A.  Never,  sir. 

Q.  Have  you  yourself  from  time  to  time  or  at  any  time 
visited  State  capitols  for  the  purpose  of  influencing  opinion 
upon  the  question  of  insurance  legislation?  A.  Influencing 
opinion  only  to  the  extent  of  trying  to  defeat  hostile  and  mis- 
chievous and  unwise  legislation. 

Q.  What  sort  of  legislation  have  you  endeavored  to  defeat? 
A.  Measures  of  taxation,  measures  limiting  the  business  to  all 
ages  beyond  a  certain  age,  say  twenty-one  years  or  sixteen  years. 

Q.  Have  efforts  been  made  from  time  to  time  or  any  sugges- 
tion been  made  from  time  to  time  of  legislation  in  the  direction 
of  preventing  infantile  insurance?  A.  Has  there  been  such  legis- 
lation? 

Q.  Any  efforts  in  the  direction  of  such  legislation?  A.  Have 
there  been  efforts  made  in  different  parts  of  the  country? 

Q.  Yes.     A.  There  has. 

Q.  And  you  have  opposed  that?     A.  I  have. 

Q.  And  I  suppose  you  have  had  to  retain  counsel  for  that  pur- 
pose from  time  to  time?     A.  I  have. 

Q.  How  frequently  has  that  been  the  case?  A.  It  has  been 
the  case  for  some  years  —  in  the  case  of  half  a  dozen  States. 

Q.  I  see  that  your  legal  expenses  for  the  year  1904  amount 
to  about  $81,000.  Can  you  tell  me  of  what  items  those  expenses 
are  made  up?     A.  Offhand  I  cannot. 

Q.  Legal  expenses  $81,587.91.     A.  Tor  the  entire  year? 

Q.  So  it  appears.     A.  I  say  offhand  I  cannot. 

Q.  You  can  give  me  a  list,  I  suppose,  if  you  have  it  not  here's 

MR.  FISKE:  Yes. 

MR.  HUGHES :  You  can  get  me  the  component  parts  of  thatV 

MR.  EISKE:  Yes. 
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Q.  I  notice  another  item  in  your  statement  to  the  Department 
under  date  of  December  31,  1904,  commuting  renewal  commis- 
sions, $1,907,866.62.  How  much  of  that  item  did  you  place 
among  the  expenses  of  the  industrial  department,  if  any?  A.  I 
think  practically  the  whole  of  it. 

Q.  To  whom  were  these  renewal  commissions  commuted  and 
paid?  A.  Paid  to  the  twelve  thousand  industrial  agents  of  the 
company. 

Q.  "Why  were  the  renewal  commissions  commuted?  A.  That 
is  the  system  of  paying  which  we  went  into  this  morning,  on  in- 
crease. I  call  that  fifteen  times  which  we  pay  for  a  complete  dis- 
charge of  the  agents'  interest,  the  commutation  of  his  interest  in 
that  business,  and  it  is  therefore  called  a  commuted  commission. 

Q.  Is  it  a  fact  that  $1,907,866.62  is  the  amount  paid  for  get- 
ting the  industrial  business?  A.  That  is  the  special  salary  on 
commutation  of  the  agents'  interest  in  the  business  treated. 

Q.  That  is  all  that  is  paid  to  the  agents  for  getting  the  indus- 
trial business?    A.  Save  their  collecting  commission. 

Q.  Apart  from  the  collecting  commission  of  fifteen  per  cent.? 
A.  That  is  right. 

Q.  On  renewal  premiums?     A.  Yes. 

Q.  Where  in  your  annual  statement  appears  the  fifteen  per 
cent.,  is  that  a  part  of  the  renewal  premiums?  A.  No,  I  think 
that  is  in  the  item  of  commissions  paid.     How  does  it  read? 

Q.  Commissions  and  bonuses  to  agents  less  commissions  on 
renewals,  first  year's  premium  so  much,  second  year  so  much,  anS 
annuities  so  much.     A.  What  is  the  amount  of  it  ? 

Q.  Well,  it  is  divided  up.  A.  That  is  the  item  in  which  the 
collecting  commissions  paid  to  the  industrial  agents 

Q.  Can  you  tell  me  the  amount  you  actually  paid  under  the 
word  salary  on  the  basis  of  fifteen  per  cent,  of  the  renewal  com- 
mission in  the  industrial  department  in  the  year  1904?  A.  I 
canaot,  but  it  is  in  the  neighborhood  of  between  five  and  six  mil- 
lion dollars. 

Q.  If  we  add  that  amount  to  the  $1,907,866.62  which  rep- 
resents the  total  of  the  fifteen  times  paid  as  the  commission  to 
get  the  business,  we  would  have  the  total  amount  of  the  expenses 
of  the  industrial  department  so  far  as  they  related  to  the  payment 
of  commissions  on  business?     A.  No. 

Q.  What  would  be  added  to  it?    A.  We  have  got  over  three 
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thousand  superintendents  and  assistant  superintendents  who  have 
a  conunission  interest  in  that  business. 

Q.  Are  their  expenses  included  in  the  five  or  six  million  dollars 
you  stated  a  moment  ago  ?    A.  They  are  not. 

Q.  Hovf  much  do  they  amount  to?  A.  I  don't  know.  As  I 
testified  this  morning,  we  have  some  350  superintendents  who 
have  a  salary  paid  them,  and  then  they  have  a  contingent  interest 
in  aU  business  done  under  them.  We  have  several  thousand  as- 
sistant superintendents  who  have  an  interest  in  the  business  done 
by  the  men  under  them. 

Q.  My  attention  has  been  called  to  the  statement  of  the  secu- 
rities owned  by  you  at  the  end  of  1904  and  to  the  statement  of 
market  value  as  it  appears  in  your  reports  to  the  Insurance  De- 
partment. How  are  those  statements  of  market  value  arrived  at  ? 
A.  Well  we  generally  send  the  statement  after  it  is  completed  at 
the  end  of  the  year  to  the  company's  bankers. 

Q.  Who  are  they  ?  A.-  They  have  been  for  twenty  years  Ver- 
milye  &  Company. 

Q.  And  are  now  ?    A.  William  A.  Read  &  Company. 

Q.  And  they  have  been  William  A.  Read  &  Company  for  how 
long?     A.  Oh,  perhaps  six  months. 

Q.  Since  Mr.  Read  left  the  firm  of  Vermilye  &  Company  ?  A. 
Yes,  sir. 

Q.  Then  are  the  values  finally  put  on  bj^Mr.  Read?  A.  They 
have  never  been  put  on  by  Mr.  Read. 

Q.  Or  checked  or  gone  over  by  him?  A.  Somebody  in  the 
firm  of  Vermilye  &  Company. 

Q.  Was  it  not  Mr.  Read?  A.  Why,  no,  I  cannot  say  that  it 
was,  and  I  think  that  it  was  not.  I  think  it  was  generally  done 
by  one  of  the  other  partners. 

Q.  I  find  among  the  statements  of  value  of  securities,  Pope 
Manufacturing  Company,  second  preferred  stock,  book  value, 
$47,500.  Par  value,  $250.  Market  value,  $247,500.  That  is, 
the  market  value  is  given  at  the  rate  of  99  per  cent,  of  the  par 
value  and  equivalent  to  the  book  value.    A.  99  or  95  ? 

Q.  99.    A.  Is  it  99? 

Q.  Yes.  $247,500.  Was  that  the  market  value  of  the  second  ; 
preferred  stock  of  the  Pope  Manufacturing  Company  on  Decem-  / 
ber  31    1904?    A.  It  was  the  value  to  the  company. 

Q,  Was  it  the  market  value  ?    A.  It  was  not. 
64 
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Q.  Was  not  the  market  value  at  that  time  about  15?  A.  It 
may  have  been.    It  was  immaterial  to  us  what  it  was. 

Q.  But  it  was  not  immaterial  to  you  that  you  state  the  market 
value  accurately  in  your  report  ?  A.  We  had  a  written  guarantee 
to  take  those  bonds  from  us  at  99  and  interest,  payable  in  the 
year  1905  and  in  the  month  of  November.  We  had  that  when 
that  statement  was  made  up.  Having  that  guarantee^  which  was 
absolutely  sure,  we  were  justified  in  placing  against  that  security 
the  price  that  we  did.  That  guarantee  has  since  been  redeemed 
and  the  price  has  been  paid  and  the  company  has  the  money. 

'Q.  The  fact  that  you  had  a  guarantee  then,  you  think,  justified 
you  in  stating  in  your  report  that  you  held  securities  of  the  market 
value  of  99  per  cent,  which  was  only  in  the  market  worth  15  per 
cent,  of  the  par  value  ?  A.  Well,  we  put  down  the  value  that  the 
security  was  to  us. 

Q.  You  were  asked  to  put  down  and  make  afiidavits  to  the 
value  that  the  securities  had  in  the  market  ?  A.  It  did  not  occur 
to  me  there  was  any  other  way  of  treating  it. 

Q.  That  is  the  reason  you  treated  it  that  way?  A.  We  had 
a  guarantee  to  pay  us  that  money.  The  money  has  since 
been  paid. 

Q.  You  do  not  claim  that  on  December  31,  1904,  when  you 
made  this  report  that  the  second  preferred  stock  of  the  Pope 
Manufacturing  Company  had  any  such  value  in  the  market,  as 
a  matter  of  fact^  apart  from  this  guarantee  that  you  had? 
A.  I  only  profess  to  say  that  it  had  that  value  to  the  com- 
pany. 

Q.  Are  you  in  a  position  to  state  what  that  second  preferred 
stock  was  quoted  at  in  the  published  quotations  as  of  Decem- 
ber 31,  1904?  A.  I  am  not,  and  it  was  not  a  matter  that  I  cared 
for. 

Q.  Don't  you  know  as  a  matter  of  fact  that  it  was  only  15  ?  A. 
I  do  not. 

13-  Have  you  any  knowledge  on  the  subject  that  you  remem- 
ber at  all?    A.  I  have  not. 

Q.  From  whom,  did  you  have  the  guarantee  which  you  men- 
tioned? A.  Can  I  state  that  to  you,  Mr.  Hughes,  and  to  the 
Committee  without  stating  it  publicly  ? 

Q.  Well  we  are  really  not  entitled  to  any  confidence .    A. 

It  is  really  a  matter  of  keeping  my  own  faith. 

THE  CHAIRMAN : 

What  is  the  question? 
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MK.  HUGHES:  Tlie  question  is  from  whom  the  guarantee 
was  obtained  which  made  the  value  of  this  stock  worth  what  it 
was  stated,  under  the  head  of  market  value  ? 

THE  CHAIEMAlSr :  I  think  you  had  better  receive  that  pri- 
vately, and  if  you  think  that  it  should  go  on  the  record  it  may 
appear. 

MK.  HUGHES:  If  the  Committee  is  agreeable  you  can  ex- 
tend the  confidence  to  yourself,  as  I  would  like  to  have  a  partner 
in  it. 

BYME.  KOGEES: 

Q.  In  what  form  was  the  guarantee?  A.  A  written  guaran- 
tee. It  has  since  been  made  good.  We  had  it  for  several  years 
before  the  maturity  of  the  guarantee. 

BY  ME.  HUGHES: 

Q.  Was  that  given  to  you  at  the  time  you  made  your  original 
investment  ?    A.  It  was  not. 

Q.  Was  it  given  to  you  at  the  time  of  the  reorganization  of 
the  company  ?    A.  Shortly  after  that,  as  I  remember. 

Q.  What  was  the  consideration  of  it?  A.  I  will  tell  that  to 
you  and  the  Senators. 

BYME.  EOGEES: 

Q.  You  say  it  has  been  made  good?    A.  Yes. 
Q.  And  the  stock  has  been  taken  off  your  hands  at  the  figure 
named?     A.  Yes,  and  we  have  the  money. 

ME.  MILBUEN" :  They  had  a  right  to  call  upon  certain  parties 
to  take  those  bonds  at  a  certain  figure  up  to  a  certain  time, 
which  was  l^ovember  of  this  year,  and  they  exercised  that  right 
and  called  upon  those  parties  and  were  paid  this  sum  of  money 
put  in  as  the  value. 

ME.  EOGEES:     And  it  was  99? 

THE  WITIS'ESS:     99  and  interest. 

ME.  HUGHES:  Well,  the  circumstances  attending  this  in- 
\-estraent  are  subjects  which  I  think  are  of  proper  inquiry,  and 
in  the  matter  of  the  guarantee  appears  to  be  simply  an  in- 
cident to  an  ordinary  business  transaction  which  does  not  require 
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further  consideration,  why  of  course  it  need  not  be  spread  upop 
the  record. 

MR.  EOGEES:  Let  me  ask  when  this  guarantee  was  madf- 
good  if  you  can  state. 

THE  WITNESS:  It  was  made  good,  I  think,  in  the  month  oi 
October,  1905. 

ME.  ROGERS :    At  the  time  the  investigation  began? 

MR.  FISKE :  It  was  due,  iu  November,  and  they  took  it  up  », 
few  days  before. 

BY  MR.  HUGHES: 

Q.  I  asked  you  what  was  the  consideration  for  the  giving  of 
that  guarantee;  what  was  the  inducement?  A.  I  told  you  I  would 
tell  you. 

Q.  Oh,  that  is  the  matter  that  you  did  not  want  to  speak  of 
publicly  at  the  moment?  A.  Yes.  You  wiU  see  the  reason,  Mr- 
Hughes,  as  soon  as  I  explain  the  thing  to  you. 

MR.  JVliLBURlSr:  I  will  state  the  whole  thing  to  you  or  thp 
Committee.  I  know  the  transaction,  and  then  you  can  de- 
termine what  joxi  want  to  bring  out. 

MR.  HUGHES:  Very  well.  "We  will  suspend  at  this  point,  if 
you  like. 

THE  OHAIRMAJST:  The  Committee  will  stand  adjourned 
until  10.30  o'clock  to-morrow  morning. 

(Adjourned  to  Friday,  ISTovember  10,  1905,  at  10.30  A.  M.) 


